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VANCOUVER REGISTRY

{N THE SUPREME COURT OF BRITISH COLUMBIA

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

AND

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

AND

IN THE MATTER OF THE PLAN OF COMPROMISE AND ARRANGEMENT OF NEW
WALTER ENERGY CANADA HOLDINGS, INC., NEW WALTER CANADIAN COAL
CORP., NEW BRULE COAL CORP., NEW WILLOW CREEK COAL CORP., NEW
WOLVERINE COAL CORP. AND CAMBRIAN
ENERGYBUILD HOLDINGS ULC

PETITIONERS

AFFIDAVIT

|, WILLIAM E. AZIZ, Chief Restructuring Officer, of the Town of Qakuville, in the Province of Ontario,
MAKE OATH AND SAY AS FOLLOWS:

| am the President of BlueTree Advisors Inc. {“BlueTree"} which has been retained to provide my
services as Chief Restructuring Officer ("CRO") to the Petitioners (the "New Walter Canada
Group”). As such | 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 | do verly believe

the same t0 be true.

This Affidavit is made in support of a motion by the New Walter Canada Group under the
Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36 (the "CCAA") seeking the following

relief:

{a) An Order (the “Approval Order”) authorizing but not requiring the execution of a share
sale agreement (the "SSA") by and among Energybuild Holdings Limited ("Energybuild
Holdings” or the "Vendor’) and Speciality Carbons Limited (*Specialty Carbons”),
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substantially in {he form attached hereto as Exhibit *A”, and the consummation of the
transaction {the “Transaction”) contemplated by the SSA.

{b) An Order that the confidential affidavit of William E. Aziz sworn the date hereof (to be filed)
and the exhibits thereto (the "Confidential Aziz Affidavit") be sealed, kept confidential
and not form part of the public record.

| was initially retained by Walter Energy Canada Holdings, Inc. (“Wailter 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 Initial Order (collectively, the “Old
Walter Canada Group”). | 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 Order™).

My engagement as CRO of the Old Walter Canada Group, other than as CRO of Cambrian
Energybuild Holdings ULC ("Cambrian”), was terminated on December 15, 2018, 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, 2018, pursuant to the authorization granted in paragraph 5 of the
Order of this Honourable Court made on December 7, 2016 (the “CCAA Procedure Order”). Each
such company became a Petitioner in these CCAA proceedings and subject to the CCAA Charges
(as defined in the CCAA Procedure Order), and | became CRO of each new company in the New
Walter Canada Group when the companies were formed.

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

The Proposed TransSaChion .. i iieescimissssmeesreecsmmssscresssastossessstt e enesssbsacssnssnesasnmsse srenssnasnnssan 2

Sealing the Confidential Aziz Affidavit ... s "

THE PROPQSED TRANSACTION
Background: Efforts to Market the Walter U.K. Assets and the Speciality Carbons Offer

The proposed Transaction contemplates the sale of the entire issued share capital ({the “Shares”)
of Energybuild Limited, Energybuild Mining Limited, and Mineral Extraction and Handling Limited
{together, the "Energyhuild Companies”), which are all U.K. companies indirectly owned by New
Walter Energy Canada Holdings, Inc.
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The assets of the New Walter Canada Group’s U.K. subsidiaries and operations (the “Walter U.K.
Asseis”) have been extensively marketed before and during these CCAA proceedings.

Before the commencement of these CCAA proceedings, the Walter U.K. Assets were marketed by
Walter Energy, Inc. ("WE!"). As noted in my first affidavit sworn in these proceedings on March 22,
2016 (the “First Aziz Affidavit’), PJT Partners LP (the Old Walter Canada Group's financial
advisor) began canvassing the market in an attempt to find a purchaser for the assets of the Old
Waiter Canada Group prior to the CCAA filing, including in relation to the Chapter 11 proceedings
in respect of certain members of the Walter U.S. Group (as defined in the First Aziz Affidavit).

During these CCAA proceedings, both the Old Walter Canada Group and the New Walter Canada
Group have taken a number of steps to market the Walter U.K. Assets pursuant to the SISP Order.
Initially, the Walter U.K. Assets were marketed as part of the efforts leading to the asset purchase
agreement with Conuma Coal Resources Limited (the "Conuma Transaction") and, eventually,
leading to the purchase agreement with Peace River Coal Inc. in respect of the New Walter Canada
Group's 50 percent interest in Belcourt Saxon Limited Partnership and Belcourt Saxon Coal Ltd.
{the “Belecourt Transaction”). However, as noted in my third affidavit sworn in these proceedings
on August 9, 2016 (the “Third Aziz Affidavit’), in light of the bids received for the Walter U.K.
Assets at the time, it was determined that the Oid Walter Canada Group should focus on realizing
value from its Canadian operations and undertake further efforts to realize value from the Walter
U.K. Assets at a later date.

Subsequently, as described in my fifth affidavit sworn in these proceedings on December 2, 2016
(the “Fifth Aziz Affidavit’), the Oild Walter Canada Group and the Monitor developed and
implemented a further sales and investment solicitation process (the "Remaining Assets Sales
Process"} for certain assets remaining within the Old Walter Canada Group, including the
Energybuild Companies and the Walter UK. Assets (the "Remaining Assets"). During the
Remaining Assets Sales Process, the Monitor took a number of steps to market the Rernaining
Assets, including providing a confidential information memorandum to parties who had expressed
an interest in submitting proposals for purchasing certain remaining assets owned by the Old Walter

Canada Group and entering into non-disclosure agreements with potentially interested parties.

The Petitioners and the Monitor also engaged with certain additional interested parties in the period
following the completion of the Remaining Assets Sales Process and concluding on or about
December 14, 2017 with the execution of the Specialty Carbons offer letter in respect of the
Energybuild Companies (the “Offer Letter”) and the commencement of the Exclusivity Period
(defined below) contemplated therein.
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Speciality Carbons expressed an interest in acquiring the Walter U.K. Assets on June 10, 2018,
before the bid deadiine established pursuant to the SISP Order {as extended in accordance with
its terms). However, the fransaction could not be finalized at the time because of certain potential
claims that may have been made against the Old Walter Canada Group's U.K. subsidiaries. Those
potential claims were subsequently addressed in the Settlement Term Sheet (the “Term Sheet”)
between the New Walter Canada Group, the United Mine Workers of America 1974 Pension Plan
and Trust, and Warrior Met Coal, inc. ("Warrior”). This Honourable Court approved the Term Sheet
on October 6, 2017.

On December 5, 2017, the New Walter Canada Group received a draft of the Offer Letter from
Speciality Carbons setting out the terms pursuant to which Speciality Carbons proposed to acquire
the entire issued share capital of the Energybuild Companies. The Offer Letter provided that the
parties would negotiate a conditional share purchase agreement using a previously provided draft
share purchase agreement as a basis, with completion targeted for the end of February 2018, The
Offer Letter laid out the terms and conditions upon which the proposed transaction was intended
to be carried out.

The Offer Letter also contained an exclusivity clause that provided Speciality Carbons with
exclusive rights to negotiate and enter into the transaction contemplated in the Offer Letter, and
which provided that Energybuild Holdings would not solicit any other offers for the sale of the shares
or assets of the Energybuild Companies during the period following acceptance of the Offer Letter
and until the eariier of {i) the day the Court refused o approve Energybuild Holdings’ acceptance
of the Offer Letter, (i} the exchange of the share purchase agreement or confirmation from
Speciality Carbons that they no longer wish to proceed with the transaction, or (iii) February 28,
2018 (the "Exclusivity Period”).

On December 13, 2017, this Honourable Court made the Stay Extension & Energybuild Order,
following which Energybuild Holdings entered into the Offer Letter with Speciality Carbons.’

Subsequently, the New Walter Canada Group and Speciality Carbons began negotiating the SSA
contemplated by the Offer Letter. During these negotiations, Speciality Carbons materially
improved upon its ariginal offer. It significantly increased the purchase price and eliminated the
requirement for certain working capital advances that would have involved Energybuild Holdings
loaning a portion of the purchase price funds back to Energybuild Limited. These improvements

As discussed in greater detail in my eighteenth affidavit sworn in these proceedings on February 21, 2018 (the
“Eighteenth Aziz Affidavit’}, the Stay Extension & Energybuild Order contained a typo and mistakenly referred
to “Energybuild Ltd." instead of “Energybuild Holdings Limited.”
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are particularly significant because they will permit the New Walter Canada Group to fully recover
all the amounts loaned to the Energybuild entities to date and to wind up the remaining Energybuild
entities that are not seld pursuant to the Transaction much earlier than would have been possible

under the original transaction structure set ocut in the Offer Letter.

Unsolicited Alternative Offer for the Shares

The New Walter Canada Group received an unsolicited, non-binding offer for the Shares during
the Exclusivity Period from Stephen Cork, in his capacity as the Joint Administrator of Glyncastie
plc appointed by its lender group (the “Glyncastle Administrator’). A redacted copy of the
Glyncastle Administrator's offer is attached as Exhibit “B".

Glyncastle indirectly owns a mine located near the Aberpergwm mine owned and operated by the
Energybuild Companies.

As the Glyncastle Administrator's offer was received during the Exclusivity Period, the New Walter
Canada Group was not able to engage with this potential purchaser. In any event, despite this
alternative offer for the Shares and even though the Glyncastle Administrator has indicated that it
may be prepared to pay a higher purchase price for the Energybuild Companies, the New Walter
Canada Group believes that it is in the best interests of all stakeholders to proceed to execute the
SSA and conclude the transaction contemplated in the SSA with Speciality Carbons now.

Among other things, the Glyncastie Administrator has not conducted any due diligence on the
Energybuild Companies or their assets. If the New Walter Canada Group pursued a potential
transaction with the Glyncastle Administrator, additiona! time will be needed to allow the Glyncastle
Administrator to conduct due diligence and to negotiate definitive documents regarding a sale. The
due diligence and negotiation process may result in a reduction to the indicative purchase price

proposed in the Glyncastle Administrator's non-binding offer,

Further, additional costs would be incurred by the Energybuild Companies during the diligence and
negotiation period. The New Walter Canada Group would have to provide further funding to the
Energybuild Companies while negotiations were ongoing. If a transaction with the Glyncastle
Administrator cannot be concluded, there is no guarantee that Speciality Carbons would still be

prepared to enter into an SSA.

As a result, in the exercise of its reasonable business judgment, the New Walter Canada Group
has concluded that it is in its best interest and the best interest of ail stakeholders to consummate
the nearly-finalized transaction with Speciality Carbons rather than to pursue the uncertain
possibility of a transaction with the Glyncastle Administrator.
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Key Terms of the Transaction

All capitalized terms in this section not otherwise defined have the meaning given to them in the
SS8A.

Speciality Carbons, the purchaser under the SSA, is a company duly incorporated under the laws
of England and Wales.

Under the SSA, Energybuild Holdings will sell and Speciality Carbons will purchase the Shares with
full title guarantee and free from all encumbrances, and Energybuild Holdings will indemnify
Speciality Carbons in full for breach of this obligation without any set off or counterclaim.

On Closing, Energybuild Holdings will repay all funds advanced o Energybuild Limited, indirectly,
by Cambrian (the “Cambrian Advances”) from the purchase price. In addition, following Closing,
Energybuild Holdings and all of its remaining affiliates incorporated under the laws of England and
Wales will be wound-up and the remainder of the purchase price after payment of the Cambrian
Advances will be distributed by Energybuild Holdings.

The Closing Date for the Transaction will be March 2, 2018 or such other date as the parties may
agree to in writing. The majority of the covenants and conditions precedent to closing are standard
in the CCAA context and are consistent with or more favourable to Energybuild Holdings than those

set out in the Offer Letter. The material covenants and conditions precedent include the following:

(a) The Transaction is completed on an “as is, where is” basis, with limited representations
and warranties from Energybuild Holdings regarding the Energybuild Companies or their
business and assets (other than to title as noted in paragraph 26 above).

{b) To the knowledge of the Vendor, the Vendor has made provisions for all liabilities of the
Energybuild Companies existing as of the Closing Date, other than the following liabilities,
which, for greater certainty, shall remain liabilities of the Energybuild Companies and shall
not be paid or addressed by the Vendor:

(i) any Claims for environmental matters or reclamation obligations, including without
limitation (I) Claims of Neath Port Talbot County Borough Council, the Coal
Authority and any other Governmental Authority that may arise, whether or not
such Claims relate to restoration bonds held by such Governmental Authority, and
(i1} any Claims relating to the tease for the land upon which the Aberpergwm mine
is situated;




(i)

(i)

(iv)

(vi)

(vii)

(viif)

(ix)

-7 -

any Claims related to work fo be performed to comply with any planning

commission or other obligation imposed by any Governmental Authority;
any Claims for Taxes of any kind;

any Claims from the Welsh Assembly or any other Governmental Authority that
may be in force in relation to loans provided to the Energybuild Companies by the
Welsh Assembly or such Governmental Authority, including in connection with

equipment financing;

any Claims or liabilities of any kind, whether pursuant to contract, purchase order
or otherwise, arising (l) in the ordinary course of business and not yet due and
payable as of the Closing Date, and {il) that apply to goods to be received or
services to be provided or other accruals related to the period after the Closing
Date;

any Claim for ordinary course trade payables, including telephone, internet and
other communication services, security, electricity, insurance, real property leases

and similar matters;

any Claim of UK Methane Limited or its affiliates (collectively, “UK Methane™) in
respect of UK Methane's petroteumn exploration licenses and rights, including in
relation to bore holes on the Aberpergwm property or an Interaction Agreement
among UK Methane and the Corporation, EML and/or MEHL;

any Claim related to the CRC Energy Efficiency Scheme Order; and

any Claims of any nature whatsoever that arise or relate to the period after the
Ciosing Date.

The parties acknowledge that the Vendor shall have no liability to the Purchaser for any

Claims for breach of the obligations outlined in paragraph (b) above uniil the aggregate

amount of such Claims exceeds £100,000, and in no circumstances shall the Vendor be

liable in respect of any Claims for breach of these obligations for any amount in excess of

the amount equal to the Purchase Price minus the amount advanced by Cambrian to the

members of the Watter U.K Group.

The Vendor warrants that (i) there have no material adverse change to the financial

condition or results of operation of Energybuild Limited taken as a whole after the date of
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the SSA but prior to Closing, and (i) funds received or disbursed by the Energybuild Limited
have been collected and paid in the ordinary course of business.

All intercompany loans and all other balances between the Energyhuild Companies and
Energybuild Holdings and any of its present or former affiliates other than the Energybuild
Companies, except for the Cambrian Advances, shall be converted to a contribution of
capital, waived or forgiven in a manner satisfactory to Speciality Carbons that is intended
to preserve all available tax losses in the Energybuild Companies and to prevent the
creation of additional tax liability.

Energybuild Holdings will have delivered and Speciality Carbons will have received the
documents identified in Section 7.2 of the SSA in connection with closing.

All of the representations and warranties of Energybuild Holdings and of Speciality Carbons
shall be true and correct in all material respects on the Closing Date and with the same
effect as if made at and as of the Closing Date (except as such representations or
warranties may be effected by the occurrence of events or transactions expressly
contemplated and permitted by the SSA).

Energybuild Holdings and Speciality Carbons shall have performed or complied with, in all
material respects, alt of their obligations, covenants and agreements under the SSA
Agreement.

There shall be no Order issued delaying, restricting or preventing, and no pending or
threatened Claim or judicial or administrative proceeding, or investigation against any party
by any person for the purpose of enjoining or preventing the consummation of the
transactions contemplated in the SSA or otherwise claiming that the consummation of such

transactions is improper or would give rise to proceedings under any Laws.

Walter Energy Canada shall have obtained the Approval Order and, on the Closing Date,
the Order shall not have been stayed, suspended, set aside, varied or appealed and no
motion to stay, suspend the operation of, set aside, seek leave to appeal or vary the Order

shall have been served or threatened.

The Purchaser has agreed that at the Closing Date or upon termination of the SSA, the Purchaser

releases the CRQ, the Monitor, the Vendor, any of their affiliates and any partner, employee, officer,

director, accountant, agent, financial, legal or other representative of the Vendor, the Monitor or the

CRO, and the directors and officers of the Energybuild Companies, in each case, from any and all

Claims, known or unknown, that the Purchaser may have against such Person relating to, arising




a0.

31.

32.

33.

-9-

out of, or in connection with the negotiation and execution of the SSA, the Transactions and any

proceedings commenced with respect to or in connection therewith.

Based on the information available at the date of swearing this Affidavit, I anticipate that the closing
date will occur shortly following the issuance of the Approval Order. Closing is currently scheduled
to occur on March 2, 2018.

The S8A is subject fo limited termination rights, and may be terminated in the foliowing manner

and circumstances:
(@) By mutual written consent of the parties.

(b) By Speciality Carbons if the conditions in Article 7 to which Energybuild Holdings is subject
have not been fulfilled by Energybuiid Holdings by Closing, and by Energybuild Holdings if
the conditions in Article 8 to which Speciality Carbons is subject have not been fulfilled by
Speciality Carbons by Closing.

(c) By either party.

0] upon written notice to the other, in the event of a material breach by the other party
of that party's representations, warranties, agreements or covenants under the
SSA that is not cured within seven days from receipt of a written notice from the
non-breaching party, provided, however, that this right to terminate the SSA will
not be available to any party whose breach has been the principal cause of, or has
directly resulted in, the event or condition purportedly giving rise to a right to
terminate the SSA;

{ii) upon written notice to the other, if a Governmental Authority issues an Order

prohibiting any of the transactions contemplated in the SSA,
{iii) if the Approval Order is not granted; or

(iv) if the Closing does not take place by March 2, 2018, or such later date as the
parties may agree in writing, by reason of any default by the other party.

Speciality Carbons has agreed to pay a deposit equal to approximately ten percent of the purchase
price contemplated by the SSA.

in the SSA, Speciality Carbons has agreed to operate the mine at Aberpergwm and not to seli
(directly or indirectly) the Energybuild Companies or any assets of the Energybuild Companies

outside of the ordinary course of business for at least one year following the Closing other than to
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specific joint venture entities identified in the SSA and the Purchaser has confirmed that neither the
joint venture entities nor any of their shareholders, principals or financing sources are creditors of,
financing sources to or otherwise involved (directly or indirectly) in the administration proceedings
of Glyncastle Plc. If Speciality Carbons sells (directly or indirectly) the Energybuitd Companies or
any assets of the Energybuild Companies during this period other than as permitted or if the
representation and warranty regarding the Glyncastle Administrator and related matters is incorrect
or untrue in any material respect, it will pay all proceeds of sale in excess of the purchase price
under the SSA to the Monitor on behaif of the Vendor. Specialty Carbons is however permitted to
assign its rights under the SSA or to sell (directly or indirectly) the Energybuild Companies to an
affiliate with the financial wherewithal to complete the Transaction with the consent of Energybuild
Holdings (not to be unreasonably delayed or withheld or made subject to unreasonable conditions).

The SSA also provides that both parties have submitted to the exclusive jurisdiction of the Supreme
Court of British Columbia in any action, application, reference or other proceeding arising out of or
relating to the SSA.

The Transaction Should be Approved

While Energybuild Holdings, the vendor under the SSA, is not insolvent and is not subject to the
CCAA Proceedings, it is indirectly owned by Cambrian, a CCAA debtor. For this reason, the factors
set out in the CCAA may be instructive as part of the request for this Court's approval of the SSA
and the Transaction.

The factors listed in section 36 of the CCAA, among others, support the approvat of the Transaction
as follows:

(a) The sales process leading to the proposed Transaction was reascnable in the
circumstances. The Walter U.K. Assets were marketed three times: (i) prior to the
commencement of the CCAA proceedings as part of the broad canvassing of the market
by WE! and the Old Walter Canada Group's financial advisor; {ii) as part of the marketing
process for all of the assets of the Old Watter Canada Group conducted pursuant to the
SISP Order and leading to the Conuma Transaction, described in the Third Aziz Affidavit
{a copy of the which, without exhibits, is attached hereto as Exhibit “C"} as well as the
Fourth Report of the Monitor dated August 11, 2018; and (iii) as part of the Remaining
Assets Sales Process, described in the Fifth Aziz Affidavit (a2 copy of which, without
exhibits, is attached hereto as Exhibit “D") as well as the Sixth Report of the Monitor dated
December 5, 2016. This Honourable Court has previously granted approval and vesting
orders for the Conuma Transaction, the Belcourt Transaction and the Remaining Assets
Transaction that resuited from these marketing efforts.
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(b) I am informed by the Monitor and believe that it will be filing a Supplement to its Sixteenth
Report stating that the Monitor approves of the process leading to the proposed
Transaction and that the Monitor supports the Transaction.

(c) The proposed Transaction will improve creditors' recoveries because it will result in the
repayment of the Cambrian Advances and will efiminate any need to provide further funding
for the Energybuild Companies, and affected creditors have been consuited regarding the
Transaction.

(d) The consideration to be received in respect of the Shares subject to the Transaction is

reasonable and fair, taking into account their market value.

{e) The New Walter Canada Group has proceeded in goed faith and with due diligence
throughout the process leading to the SSA, and has received advice from legal and
financial advisors and from the Monitor and the CRO.

N Speciality Carbons is not related to any member of the New Walter Canada Group.

SEALING THE CONFIDENTIAL AZIZ AFFIDAVIT

An unredacted copy of the SSA is attached as an exhibit to the Confidential Aziz Affidavit. The
purchase price and certain other terms of the SSA are cormmmercially sensitive, and this information
would not normally be publicly available and should not be disclosed at any point before the
Transaction successfully closes. It is not necessary to disclose the exact price because other terms
of the SSA have been disclosed and the Monitor will provide its views on the Transaction.

in addition, an unredacted copy of the Glyncastle Administrator's offer is also attached as an exhibit
to the Confidential Aziz Affidavit. The potential purchase price contained in the Glyncastle
Administrator's offer has been redacted because disciosure of that information will provide an
indication of the purchase price in the SSA, which is cenfidential.

The Confidential Aziz Affidavit should therefore be sealed until further order of this Honourable
Court.

SWORN BEFC™" **7 '™
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SHARE SALE AGREEMENT

- - S -

THIS AGREEMENT is made the @ day of &, 2018.

ENERGYBUILD HOLDINGS LIMITED, a private company limnited by shares
incorporated under the laws of England and Wales under number 04934473

(the "Vendor”)
~and -

SPECIALITY CARBONS LIMITED, a company incorporated pursuant to the
laws of England and Wales under number 04976188 and whose registered office
address is situated in Whitelion House 17 Newmarket Street, Usk, NP15 1AU

(the “Purchaser”)

WHEREAS Cambrian Energybuild Holdings ULC (“Cambrian™) and its Canadian
affiliates applied for and were granted protection under the Companies’ Creditors Avrangemen:
Act {the “CCAA”) pursuant to an Initial Order 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, KPMG Inc. was appointed as Monitor of Cambrian and its
Canadian affiliates (the “Monitor”) in the CCAA proceedings bearing Court File No. $-1510120
(the “CCAA Proceedings”);

AND WHEREAS on January 5, 2016, the Court granted an Order (the “SISP Order™)
which, among other things, approved the Sale and Investment Solicitation Process in connection
with the sale of all or substantially all of thc assets or business of Cambrian and its Canadian
affiliates (the “SISP”), including the Shares. The SISP Order and the SISP exclusively govern
the process for soliciting and selecting bids for such sale. The SISP Order and the SISP require
receipt of non-binding letters of intent by the Monitor on or before March 18, 2016 and, if
applicable, receipt of irrevocable bids by the Momitor in respect of such assets on or before May
27,2016;

AND WHEREAS Cambrian and the Vendor are wholly-owned, indirectly, by New
Walter Energy Canada Holdings, Inc. (“Walter Encrgy Canada™) pursuant to an Order of the
Court dated December 21, 2016;

AND WHERKEAS pursuant to the SISP Order, BlueTrec Advisors Inc. was appointed as
the Chief Restructuring Officer (the “CRO™) to select one or more Successful Bids (as defined in
the SISP), in consultation with and under the supervision of the Monitor;

AND WHEREAS the Vendor owns the entire issucd share capital, i.e. 2 ordinary shares
of £1 each, of Energybuild Limited, a corporation duly incorporated pursuant to the laws of
England and Wales under number 04770293 (the “Corporation™), the entire issued share capital,
re. 2 ordmary shares of £1 each, of Energybuild Mining Limited, a corporation duly
incorporated pursuant to the laws of England and Wales under number 04934085 (“EML"), and
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the entire issued share capital, i.e. 70,102 ordinary shares of £1 each, of Mineral Extraction and
Handling Limited, a corporation duly incorporated pursuant to the laws of England and Wales
under number 03258359 (“MEHL”, and together with the Corporation and EMIL., the
“Energybuild Companies™) (all such shares together being referred to as the “Shares”) and
wishes to sell the Shares to the Purchaser, and the Purchaser wishes to purchase the Shares from
the Vendor;

NOW THEREFORE THIS AGREEMENT WITNESSES that in consideration of the
covenants, agreements, terms, conditions, warranties, and payments sct forth and provided for in
this Agreement, the parties agree as follows:

ARTICLE 1
INTERPRETATION

1.1 Definitions
In this Agreement, unless there is something inconsistent in the subject matter or context:
“Agreement” means this agreement to purchasc and sell the Shares;

“Approval Order” means an Order of the Court, inter alia, approving Cambrian
directing the Vendor to enter into and conscmmate the transactions sct out in this
Agreement;

“Business Day” means any day, other than a Saturday or Sunday, on which banks in the
London are open for commercial banking business during normal banking hours;

“Cambrian” has the meaning assigned to it in the Recitals;

seC : LH - 1 - = d . . f ]
ambrian Advances” means all funds advanced to the Corporstion, indirectiy, by

Cambrian;
“CCAA” has the meaning assigned to it in the Recitals;
“CCAA Proceedings™ has the meaning assigned to it in the Recitals;

“Claims” means claims, demands, complaints, grievances, actions., suits. Orders.
charges, indictmments, prosecutions, or other similar processes, assessments or
reassessments, inciuding any’ claims arising out of equitable interests, options,
preferential arrangements of any kind or nature, assignments, restrictions, financing
statcments, deposit arrangements, rights of others, leases, sub-Jeases, licenees, rights of
first refusal or similar restrictions, and any judgments, dcbts, Iiabilitics, reasonable and
properly incurred expenses, costs, damages or losses, contingent or otherwise, including
loss of value, reasonable and properly incurred professional fees, including fees and
disbursements of legal counsel, and all actval and documented costs incurred in
Investigating or pursuing any of the foregoing or arising out of any proceeding relating to
any of the foregoing;

“Closing” means the completion of the sale to and purchase by the Purchaser of the
Shares;
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“Closing Date” means 2" March 2018 (or such other date as the Parties may agree in
writing);

“Confidentiality Agreement” has the meaning assigned to it in Section 9.6(a);
“Corporation™ has the meanming assigned to it in the Recitals;

“Court” has the meaning assigned to it in the Recitals;

“CRO?” has the meaning assigned to it in the Recitals;

“Deposit” has the meaning assigned to it in Section 3.2(a};

“Governmental Authorities” means governments, regulatory authorities, governmental
departments, agencies, state or agency of a state, commissions, bureaus, officials,
miristers, Crown corporations, courts, bodies, boards, tribunals or dispute scitlement
panels or other law or regulation-making organizations or entities:

(a) having or purporting to have jurisdiction on behalf of any nation, province,
territory or state or any other geographic or political subdivision of any of them;
or

(b) exercising, or entitled or purporting to exercise any administrative, executive,
judicial, legislative, policy, regulatory or taxing authority or power;

“Initial Order” has the meaning assigned to it in the Recitals;

“L.aws” means currently existing applicable statutes, by-laws, rulcs, regulations, Orders,
ordinances or judgments, in each case of any Governmental Authority having the force of
law;

“Monitor’s Certificate” means the certificate to be filed with the Court by the Monitor
following Closing certifying receipt of confirmation from each relevant Party that all
conditions of Closing in its favour contained in Article 7, Article 8 and Article 9 which
are for the benefit of such Party have been satisfied or waived;

“Orders” means orders, injunctions, judgments, admimistrative complaints, decrees,
rulings, awards, assessments, directions, instructions, penalties or sanctions issued, filed
or imposed by any Govermmental Authority or arbitrator;

“Parties” means the Vendor and the Purchaser collectively, and “Party” means any one
of them;

“Person” means an individual, sole proprietorship, partnership, limited partnership,
Iimited hability partnership, corporation, limited liability company, unlimited liability
company, joint stock company, trust, unincorporated association, joint venture or other
entity or governmental entity;

“Personal Information™ means information in the possession or under the control of the
Vendor about an identifiable individual;
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*Purchase Price” has the meaning assigned to it in Section 3 1;
“Shares™ has the meaning assigned to it in the Recitals;

“SISP” has the meaning assigned to it in the Recitals;

“SISP Order” has the meaning assigned to it in the Recitals;

“Tax Returns” means returns, reports, declarations, elections, notices, filings, forms,
statements and other documents (whether in tangible, electronic or other form) and
including any amendments, schedules, attachments, supplements, appendices and exhibits
thereto, made, prepared, filed or required to be made, prepared or filed by Law in respect
of Taxes;

“Taxes” means taxes, duties, fees, premiums, assessments, imposts, levies and other
similar charges imposed by any Governmental Authority under applicable Law, including
all interest, penalties, fines, additions to tax or other additional amounts imposed by any
Governmental Authority in respect thereof, and including those levied on, or measured
by, or referred to as, tncomc, gross receipts, profits, capital, transfer, land transfer, sales,
goods and services, harmonized sales, use, value-added, excise, stamp, withholding,
business, franchising, property, development, occupancy, employer health, payroll,
employment, health, social services, education and social security taxes, all surtaxes, all
customs duties and import and export taxes, countervail and anti-dumping, all licence,
franchise and rcgistration fees; and

“Walter Energy Canada™ has the meaning assigned to it in the Recitals.
1.2 Certain Rules of Interpretation
In this Agreement:

(a) Currency — Unless otherwise specified, all references to money amounts are to
pounds sterling.

(b) Governing Law — This Agreement is a contract made under and shall be
governed by and construed in accerdance with the laws of England and Wales.

{c) Headings — Headings of Articles and Sections are inserted for convenience of
reference only and do not affect thc construction or interpretation of this
Agreement.

{d) Including — Where the word “including” or “includes” is used in this Agreement,
it means “including (or includes) without hmitation™.

(e) No Strict Construction -— The language used in this Agreement is the language

chosen by the Parties to express their mutual intent, and no rule of striet
construction shall be applied against any Party.
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(D) Number and Gender — Unless the context otherwise requires, words importing
the singular include the plural and vice versa and words importing gender include
all genders.

() Severability — If, in any junsdiction, any provision of this Agreement or its
application to any Party or circumstance is restricted, prohibited or unenforceable,
the provision shall, as to that jurisdiction, be ineffective only to the extent of the
restriction, prohibition or unenforceability without invalidating the remaining
provisions of this Agreement and without affecting the validity or enforceability
of such provision in any other jurisdiction, or without affecting its application to
other Parties or circumstances.

(h) Statutory References — A reference to a statute includes all regulations and rules
made pursuant to the statute and, unless otherwise specified, the provisions of any
statute, regulation or rule which amends, supplements or supersedes any such
statute, regulation or rule.

(1 Time — Tune is of the essence in the performance of the Parties’ respective
obligations.
)] Time Periods — Unless otherwise specified, time periods within or following

which any payment is to be made or act is to be done, shall be calculated by
excluding the day on which the period commences and including the day on
which the period ends and by extending the period to the next Business Day
following if the last day of the period is not a Business Day.

1.3 Entire Agreement

This Agreement, and the agreements and other documents required to be delivered pursuant to
this Agrecment, constitute the entire agreement between the Parties and set out all the covenants,
promises, warranties, reprcsentations, conditions and agreements between the Parties in
connection with the subject matter of this Agreement and supersede all prior agreements,
understandings, negotiations and discussions, whether oral or written, pre-contractual or
otherwise. There are no covenants, promises, warranties, represenfations, conditions or other
agreements, whether oral or written, pre-contractual or otherwise, express, implied or collateral,
whether statutory or otherwise, between the Parties in connection with the subject matter of this
Agreement except as specifically set forth in this Agreement and any document required to be
delivered pursuant to this Agreemcnt.

[.4 Appendices
The appendices to this Agreement listed below is an integral part of this Agreement:

Appendix Description

s Form of Stock Transfer Form

A Form of Power of Attorney
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ARTICLE 2
PURCHASE AND SALE

2.1 Action by Vendor and Purchaser

Subject to the provisions of this Agreement, at the Closing Date:

0

(b)

(c)

(d)

(e)

69]
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Purchase and Szale of Shares — the Vendor shall sell and the Purchaser shall
purchase the Shares with full title guarantee and free from all Encumbrances and
the Vendor shall indemnify the Purchaser in full for breach of this section 2.1.(a}
without any set off or counterclaim;

Payment of Purchase Price — the Purchaser shail pay the Purchase Price as
provided in Article 3,

“As Is, Where is” Sale - the Purchaser acknowledges to and in favour of the
Vendor that the Purchaser has conducted its own investigations and tnspections in
respect of the Shares, the Encrgybuild Companies, and their respective assets, and
that the Purchaser s responsible for conducting its own investigations of all
inatters and things connected with or in any way related to the Shares, that the
Purchaser has relied upon its own investigations and inspections in entering into
this Agreement, that the Purchaser is purchasing the Shares on an “as is, where is”
basis as at the Closing Date, and that the Purchaser hereby acknowledges that
none of the Vendor, the Monitor, the CRO or any of their respective affiliates,
representatives, directors, officers or agents have made any representations,
warranties, statements or promises with respect to the Shares, the Encrgybuild
Companies, ot their respective assets save and except as are contained herein,
including as to title;

Transter and Delivery of Shares — the Vendor shall transfer and deliver at
Closing to the Purchaser duly executed stock transfer forms in the forms set out in
Appendix “1” and deliver share certificates representing the Shares accompanied
a powcr of attorney duly executed in blank in the form set out in Appendix *2”, in
either case by the holders of record;

Other Documents — the Vendor and the Purchaser shall deliver such other
documents as may be necessary to complete the transaction provided for in this
Agreement; and

Directorships — The incumbent dircctors of the Energybuild Compames shall
resign as officers and employees of their respective companies. The Energybuild
Companies shall provide the current directors of the Energybuild Companies with
a release and indemnity in form and substance satisfactory to the Vendor effective
upon such resignation to release and indemnity thc current directors to the fullest
extent permitted by Law of all matters related to the Energybuild Companies. The
Vendor shall procure a release from the said directors acknowledging that they
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have no further claims against any of the Energybuild Companies other than in
respect of the aforementioned Energybuild Companies’ release and indemnity.

2.2 Place of Closing

The Closing shall take place on the Closing Date at the offices of Osler, Hoskin & Harcourt LLP,
1055 W. Hastings St., Suite 1700, Vancouver, British Columbia, Canada or at such other place
as may be agreed upon by the Vendor and the Purchaser. The Closing shall be deemed to be
effective as of the date and time set out in the Monitor’s Certificate and the Monitor’s Certificate
shall be subsequently filed with the Court.

ARTICLE 3
PURCHASE PRICE

31 The Purchase Price

The amount payabie by the Purchaser for the Siwares, exciusive of ail applicable withholdiny,
sales and transfer Taxcs (i any), shall be [

(“Purchase Price™).

32  Deposit
(a) Pursuant to the SISP and prior to the execution and delivery of this Agreement by
the Purchaser, the Purchaser has paid and, on execution of this
Agreement, the Purchaser shall pay a further (collectively, the
“Deposit™) to the order of the Monitor to the stipulated account on behalf of the
Vendor,

{b) The Vendor shall procure that the Monitor shall hold the Deposit, pending
Closing, in a separate trust or client account with the Canadian Imperial Bank of
Comtmnerce.

(c) If the Closing does not occur by the Closing Date (or such later date as may be
agreed to by the Vendor in writing) by reason of any default by the Purchaser, the
full amount of the Deposit plus any accrued interest shall become the property of
the Vendor and be retained by the Monitor on behalf of the Vendor as liquidated
damages, and not as a penalty, to compensate it for expenses or damages incurred
in connection with the transactions contemplated in the Agreement and thc delay
caused to the Vendor’s efforts to sell the Shares or take other action in connection
with the Energybuild Companies. The entitlement of the Monitor on behalf of the
Vendor to retain the Deposit in such circumstances shall not limit the Vendor’s
right to exercise any other nghts and remedies which the Vendor may have
against the Purchaser in respect of such default.

{d) If the Closing does not occur for any reason other than the defauli of the
Purchaser, the Vendor shall procurc that the Monitor shall return to the Purchaser
the full amount of the Deposit plus any accrued interest and that the funds shall be
returned to such account as the Purchaser shall indicate in writing to the Monitor;
the Purchaser shall have no further recourse against the Vendor.
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3.3 Satisfaction of Purchase Price
The Purchaser shall satisfy payment of the Purchase Price ai Closing by:
{(a) release of the Deposit to the Monitor on behalf of the Vendor; and

(b) payment to the Monitor, on behalf of the Vendor, of the Purchase Price less the
amount of the Deposit, by way of wire or other electronic transfer of immediately
available fands to the account specified in wnting by the Monitor, and the Vendor
agrees that receipt of which sum in such acccunt of the Monitor shall constitute a
good and valid discharge to the Purchaser in respect of its Purchase Price
obligations to the Vendor.

24 Cambrian Advances

On Closing, the Cambrian Advances {which, as of the date of this Agreement consist of
£1,0061,000 of principal plus accrued interest and may be further increased prior to Closing) shall
be repaud in full by the Vendor from the Purchase Price.

35 Wind-up of Vendor and its Affiliates

Following Closing but {or the avoidunce of doubt, not beforc the expiry of a penod of two
months following, Closing, the Vendor and all ol its remaining affiliates incomporated under the
laws of England and Wales will be wound-up and the remainder of the Purchase Price after
paviment of the Cambrian Advances shall be distributed by Vendor,

3.0 Transfer Taxes

The Parties agree that the Purchase Price 1s exclusive ol any tanster |axes. The Purchaser sl
promptly pay directly to the appropriate tax authurity, or pronipily retimburse the Vendor upon
demand and delivery of proof of payment, all upplicable stamp or uther Taxes that are properly
payable by the Purchaser or the Vendor under applicable Law 11 conncetion with this Agreement
and the transactions contcmplated herein and the other trunsaction documents and  the
transactions contemplated therein. The Purchaser shall indemnify and save harmless the Vendor
from and against any Taxcs that mav be imposed on, claimed from or demanded of the Vendor
as a result of the transactions contemplated hereby (other than any capital gains Taxes) or as a
result of any clections made or omitted to be made or any refusal of any Governmental Authority
fo accept any such clection.

ARTICLE 4
REPRESENTATIONS AND WARRANTIES OF THE VENDOR

The Vendor represents and warrants to the Purchaser the maiters set out below.
4.1 Incorporation and Corporate Power
Cach of the Energybuild Companics 1s duly incorporated and validly existing under the laws of

Fngland and Wales and has all necessary corporale power, authority and capacity to own its
assets and o carry o 1ts business as presently conducted.
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4.2 Status of the Vendor and Right to Sell

The Vendor is a private limited liability company incorporated pursuant to the laws of England
and Wales. The Vendor is the sole registered legal and beneticial owner of the Shares. Subject to
the Approval Order, the Vendor has the exclusive right to dispose of the Shares as provided m
this Agreement and such disposition will not violate, contravene, breach or offend against or
resuit in any default under any contract, charter or by-law provision, Order, judgment, decree,
licence, permit or Law, to which the Vendor is a party or subject or by which the Vendor is
bound or affected.

4.3 Pue Authorization and Enforceability of Obligations

Subject to obtaining the Approval Order, this Agreement will constitute a vahd and binding
obligation of the Vendor enforceable against it in accordance with its terms,

4.4 Absence of Conflicts

Subject to obtaining the Approval Order, the Vendor is not a party to, bound by or affected by or
subject to any material:

(a) indenture, mortgage, lease, agreement, obligation or instrument,
(b) charter or by-law provision; or
(c) Laws;

which would be vivlaied, breached by, or under which material default would ocour as a result of
the execution and delivery of, or the performance ot its obligations under, this Agreement or any
other agreement to be entered into under the tenms of this Agrcement.

4.5 Capitalization

(a) The authorized share capital of the Corporation consists ot 2 ordinary shares oi £1
zach, all of which are issued to the Vendor and are issued as fully paid. There are
no outstanding subscriptions, options, rights, warrants or other agreements or
commitments obligating the Corporation to sell or issue any additional shares of
any class or any securities convertible into any class of shares.

(h) The authornized share capital of EML consists of 2 ordinary shares of £1 each, all
of which arc issued to the Vendor and are issued as fully paid. There are no
outstanding subscriptions, options, rights, warrants or other agreements or
commitments obligating the EML to sell or issue any additional sharcs of any
class or any securities convertible into any class of shares.

(¢) The authorized share capital of MEHL consists of 70,102 ordinary shares of £1
each, all of which are issued to the Vendor and are issued as fully paid. There are
no outstanding subscriptions, options, rights, warrants or other agreements or
conunitments chligating the MEHI. fo sell or issue any additional shares of any
class or any securities convertible into any class of shares.

VAL DRI L




-10 -

4.6 Corporate Records

Copies of the articles of incorporation/letters patent and any articles of amendment of the
Corporation have been provided to the Purchaser. None of the Energybuild Companies has taken
any corporate action to dissolve or otherwise terminate its corporate existence.

4.7 Provision

To the knowledge of the Vendor, the Vendor has made provisions for all liabilities of the
Corporation, EML. and MEHL existing as of the Closing Date, other than the following
Habilities, which, for greater certainty, shall remain liabilities of the Energybuild Companies and
shall not be paid or addressed by the Vendor:

(a)

(b

(c)
(d)

(e)

()

(8)

(h)

)

[F5A00 aT1auEs |

any Clamms for environmental mattcrs or reciamation obligations, including
without limitation (i) Claims of Neath Port Talbot County Borough Council, the
Coal Authorily and any other Govermimental Authority that may arise, whether or
not such Claims relate to restoration bonds held by such Governmental Authority,
and (ii) any Claims relating to the lease for the land upon which the Aberpergwm
mine is situated;

any Claims related to work to be performed to comply with any planning
commission or other obligation imposed by any Governmental Authority;

any Claims for Taxes of any kind;

any Claims from the Welsh Assembly or any other Governmental Authority that
may be in force i relation to loans provided to the Corporation, EML and/or
MEHL by the Welsh Assembly or such Governmental Authority, including in
connection with equipment financing;

any Claims or liabilities of any kind, whether pursuant to contract, purchase order
or otherwise, arising (i) in the ordinary course of business and not yet due and
payable as of the Closing Date and (ii) that apply t0 goods to be received or
services to be provided or other accruals related to the period after the Closing
Date;

any Claim for ordinary course trade payables, mcluding telephone, intemet and
other communication services, security, electricity, insurance, real property leases
and similar matters;

any Clamm of UK Methane Limited or its affiliates (collectively, “UK Methane™)
in respect of UK Methane’s petroleum exploration licenses and rights, including
1 relation 1o bore holes on the Abcrpergwm property or an Interaction Agreement
among UK Methane and the Corporation, EML and/or MEHL;

any Claim related to the CRC Energy Efficiency Scheme Order; and

any Clatms of any nature whatsocver that arise or relate to the period after the
Closing Date.
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and the parties hereby acknowledge that the Vendor shall have no Hability to the Purchaser for
any Claims for breach of this Section 4.7 until the aggregate amount of such Claims exceeds
£100,000; and in no circumstances shall the Vendor be liable in respect of any Claims for breach
of this Section 4.7 for any amount in excess of the amount equal to the Purchase Price minus the
amount of the Cambrian Advances.

4.8  Events prior to Closing

The Vendor warrants:

(2)

(b)

(c)

(d)

That no agreements have been entered into by the Vendor after the date of this
Agreement but prior to Closing whicl will cause or incur a liability or obligations
on the Corporation after Closing which has not already been disclosed to the
Purchaser or provided for;

That there has been no material adverse change to the financial condition or
results of operation of the Corporation taken as a whole after the date of this
Agreement but prior to Closing, provided that an adverse material change shall
not include: (i) a decline in the market price of the products of the Corporation;
(1) an increase in the price of raw materials used by the Corporation; (iii) any
adverse change, effect or circumstance rclating generally to financial markets or
general economic conditions; (iv) any adverse change, effect or circumstance
relating to conditions gencrally affecting the industry in which the Corporation
operates, and not affecting it in a disproportionate manner; (v) war, act of
terrorism, civil unrest or similar event; (vi) any generally applicable change in
Law or interpretation thereot; (vii) any adverse change, effect or circumstance
resulting from an action required or permitted by this Agreement; or (viii) any
adversc change, effect or circumstance caused by the announcement or pendency
of this Agreement or the transactions contemplated by this Agreement;

That no cash has been or shall be removed from the Corporation other than to pay
for salaries, accruals and other payahles incwired in the ordinary course of
business between December 14, 2017 and Closing; and

That any proceeds from rcalising inventory or accounts receivable has been or
will be received by the Corporation in the period between December 14, 2017 and
Closing.

49  Further Undertakings

The Vender undertakes:

(a)

LLGA L L iouash g

to transfer, assign or procure the transfer or assignment of any assets, contracts,
ticences or leascs which relate to the mine at Aberpergwim and are necessary to
carry on the existing mining operations at Aberpcrgwim which are owned, [eased,
granicd or contracted with another subsidiary of Walter Energy Canada to the
Corporation as soon as either the Purchaser or the Vendor become aware of such
assets, comtracts, licences or leases and the Vendor agrees that there shall be no
increase to the Purchase Price in connection with such assigmment or transfer,
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provided, however that the Purchaser undertakes to pay or to cause the
Energybuild Companies to pay any and all reasonablc out of pocket expenses and
any Taxes associated with such transfer or assignment; and

(b)  not to sell any assets of the Energybuild Companies outside of the ordinary course
of business without the prior written consent of the Purchaser between the date of
this Agreement and the earlier of (i} Closing, or (ii) the date this Agreement is
terminated in accordance with Scction 10.1.

4.10  Disclaimer of Other Representations and Warranties

Except as expressly set forth in this Article 4 or otherwise expressly set forth in this Agreement.
the Vendor makes no representation or warranty, and there is ne condition, in each case, express
or imphed, at law, by statute or in equity, in respect of the Shares or the Energybuild Companies
or any of the Energybuild Companies’ assets, liabilities or operations, including with respect to
merchantability or fitness for any particular purpose, and any such other representations,
warrantics or conditions are expressly disclaimed.

ARTICLE S
REPRESENTATIONS AND WARRANTIES OF THE PURCHASER

The Purchaser represents and warrants to the Vendor the matters set out below.

5.1 Incorporation and Corporate Power

'The Purchaser is a corporation incorporated pursuant fo the taws of England and Wales and has
all necessary corporate power, authority and capacity to enter into this Agreement and to carry
out its obligations under this Agreement.

5.2 Due Authorization and Enforceability of Obligations

This Agreement constitutes a valid and binding obligation of the Purchaser enforceable against 1t
n accordance with its terms.

53 Absence of Conflicts

The Purchaser is not a party to, bound by or affected by or subject to any matcriai:
(a) indenture, mortgage, lease, agresment, obligation or instrument;
{b) charter or by-law provision; or
{c) Laws

wilich would be violated, breached by, or under which default would occur as a resulf of the
exccution and delivery of, or the performance of its obhigations under, this Agreement or any

other agreement to be entered into under the terms of this Agreement.
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5.4 No Broker

The Purchaser has carried on all negotiations relating to this Agreement and the transactions
contemplated in this Agreement directly and without intervention on its behalf of any other party
in such manner as could give rise to any valid claim for a brokerage commission, finder’s fece or
other like payment.

5.5  Financial Ability

The Purchaser has cash on hand and firm commitments from investors, copies of which have
becn provided to the Vendor prior to the Closing Date in amounts sufficient to allow it to pay the
Purchase Price including any adjustinents, and all other costs and cxpenses in connection with
the consummation of the transaction contemplated by this A greement,

5.6 Due Diligence by Purchaser

The Purchaser acknowledges that it lias conducted to its satisfaction an independent investigation
of the financial condition, liabilitics, results of operations and projected operations of the
Energybuild Compames and the nature and condition of its properties and assets and, in making
the determination to proceed with the transaction contemplated by this Agreement, has relied
solely on the results of its own independent investigation and the representations, warranties,
conditions and statements in Article 4 and is purehasing the Shares on an “as-is. where-is” basis.

5.7 Further Undertakings

The Purchascr undertakes to operate the mine and not to scll (directly or indirectly) the
Energybuild Companies or any assets of the Energybuild Companies outside of the ordinary
course of business for at least one year following the Closing save for a transfer of the
Encrgybuild Companics at a price not exceeding the Purchasc Price plus the cost of the
acquisition to BLACK DIAMOND MINING CORPORATION LIMITED incorporated and
registered in England and Wales with company number 11091702 whose registered office is at
55 Station Road, Beaconsfield, Bucks, HP9 1QL, a joint venture company to be owned on or
prior to completion of the said transfer in equal parts by the Purchascr and DNA (MINING)
LIMITED, incorporated and registered in England and Wales with company number 11076097
whose registered office is at 55 Station Road, Beaconsfield, Buckinghamshire, HP9 1QL.
Purchaser represents and warrants and will, at the request of the Vendor, procure that Black
Diamond Mining Corporation Limited and DNA (Mining) Limited represent and warrant that
nonc of Black Diamond Mining Corporation Limited, DNA (Mining) Limited, or any of their
shareholders, principals or financing sources are creditors of, financing sources to or otherwise
invoived (directly or indirectly) in the administration proceedings of Glyncastle Ple., any of its
atftliates or their respective predecessors, successors or assigns or the mine known as the Unity
Mine. If the Purchaser sells (directly or indirectly) the Energybuild Companies or any assets of
the Energybuild Companies in contravention of this provision or if the foregoing representation
regarding Cork Gully LLP, Glyncastle Ple. and the Unity Mine is incorrect or untruc in any
material respect, the Purchaser shall pay ail proceeds of sale in excess of the Purchase Price to
ihe Monitor on behalf of the Vendor. This provision shall survive Closing.

[RICTRY RN CEE DL ECT ]
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ARTICLE 6
NON-WAIVER; SURVIVAL

6.1 Non-Waiver

No waiver of any condition or other provisions, in whole or in part, shall constitute a waiver of
any other condition or provision (whether or not similar) nor shall such waiver constitute a
continuing waiver unfess otherwise expressly provided.

6.2 Nature and Survival

(a) No representations or warranties, covenants or agrecments in this Agreement or in
any instrument delivered pursuant to this Agreement shall survive beyond the
Closing Date unless expressly provided for herein or therein.

(b) With respect to Claims against the Vendor, no Claim of any nature whatsoever for
breach of such representations, warranties, covenants or agreements may be
made, or action instituted, following the Closing Date. With respect to Claims
against the Purchaser, no Claim of any nature whatsoever for breach of such
representations, warranties, covenants or agrcemenis may be made, or action
instituted, following the Closing Date other than a Claim in respect of any breach
of Section 5.7,

(c} 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.

ARTICLE 7
PURCIHASER’S CONDITIONS PRECEDENT

The obligation of the Purchaser to complete the purchase of the Shares under this Aprecment
shall be subject to the satisfaction of, or compliance with, on or before the Closing Date, each of
the following conditions precedent (each of which is acknowledged to be inserted for the
exclusive benefit of the Purchaser and may be waived by it in wholc or in part):

7.1 Balanee Sheet

(a) Prior to Closing, all intercompany loans and all other balances between, on the
one hand, the Energybuild Companies, and on the other, Vendor and any of its
present or former affiliates other than the Energybuild Companies other than the
Cambrian Advances, shall be converted to a contribution of capital, waived or
forgiven in manner satisfactory to Purchaser that is intended to prescrve all
gvaiiable tax losses in the Energybuild Companies and to prevent the creation of
additional tax liability resulting from any such action.

{h) The Vendor shall consult with the Purchaser regarding any steps in respect of
Clause 7.1{a) and shall have no liability to the Purchaser for any adversc tax
consequences of any steps taken after consultation with the Purchasct. Purchaser
shall not be entitled to rely on the Vendor’s tax advice regarding these matters and
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shall obtain such independent tax advice as it deems nccessary in the
circumstances.

(c) Vendor shall provide to Purchaser on or before Closing with satistactory evidence
that the Energybuild Companies have been released from:

(i) any intercompany loans made to the Energybuild Companies by Walter
Energy, Inc. or any of its US affiliates and assigned to Warrior Met Coal,
inc.; or

(11) any claim made by the United Mine Workers of America 1974 Pension
Plan and Trust in relation to liabilities of Walter Energy, Inc. or any of its
US affiliates.

7.2 Delivery of Documents

in connection with Closing, the Vendor shall deliver the following decuments to the Purchaser to
the extent any such documents have not been posted in thc electronic data room established in
respect of the sale of the Shares:

(a) the current operating lease between Abcrpergwm Estate (Jerscy) Limited and the
Corporation and all recent correspondence in respect thereof;

(b the lcase relaiing to Treforgan between Rhidian Morgan Davies, MEHT. and
Energybuild Group PLC and all recent correspondence in respect thereof;

{c) all current planning permissions for Aberpergwm Mine and all recent
correspondence with the local Governmental Authorities in respect thereof,

(d) all current licenses with the UK Coal Authority and all recent correspondence in
respect thereof,

{e) all cwrrent licenses or receni correspondence with the UK Enviromment Agency
and all recent correspondence in respect thereof: and

(D such other documents that the Purchaser or the Energybuild Companies may
reasonably require with reference to permits, licenses, ieascs or other property
titles or contraets to operate the mine at Aberpergwm without interference.

7.3 Truth and Accuracy of Representations of Vendor on the Closing Date

All of the representations and warranties of the Vendor made in or pursuant to this Agrcement
shall be true and correct in all material respects on the Closing Date and with the same effect as
if made at and as of the Closing Date (except as such representations or warranties may be
effected by the occurrence of events or transactions expressly contemplated and permitted by this
Agreement), and the Purchaser shall have received a certificate from a senior officer of the
Vendor confirming to his or her knowledge (after due inquiry), without personal Liability {abseni
fraud or wilful misconduct) the truth and correctness of such representations and warranties.
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7.4 Compliance with Vendor Covenants

The Vendor shall have performed or complied with, in all material respects, all of its obligations,
covenanis and agreements under this Agreement and the Purchascr shall have received a
certificate from a scnior officer of the Vendor confirming to his or her knowledge (after due
mquiry), without personal liability (absent fraud or wilful misconduct) such performance or
compliance, as the case may be.

7.5 Reccipt of Closing Documentation

The Purchaser shall have received copies of the documentation referenced in Section 7.2 or such
other evidence as it may have rcasonably requested in order to establish the consummation of the
transactions contemplated by this Agreement and the taking of all corporate proceedings in
connection with such transactions in compliance with these conditions.

7.6 No Proceedings

There shall be no Order issued delaying, restricting or preventing, and no pending or threatened
Claim or judicial or administrative proceeding, or investigation against any Party by any Person
for the purpose of enjoining or preventing the consummation of the transactions contemplated in
th1is Agrecmcnt or otherwise claiming that the consummation of such transactions is improper or
would give risc to proceedings under any Laws.

7.7 Approval Order

Walter Energy Canada shall have obtained the Approval Order and, on the Closing Date, such
Order shall not have been stayed, suspended, set aside, varied or appealed and no motion to stay,
suspend the operation of] set aside, seek leave to appeal or vary such Order shall have been
served or threatened.

iIf apy of the foregoing conditions in this Articlc have not been fulfilied by Closing, the
Purchaser may terminate this Agreement by notice to the Vendor, in which event the Purchaser
shall be rcleased from all obiigations under this Agreement (subjcct to Section 10.2), and unless
the Purchaser can show that the condition relied upon could reasonably have been performed by
the Vendor, the Vendor and the Monitor shall also be released from all obligations under this
Agreement other than the Vendor’s obligations pursuant to clause 3.2(d). Howcver, the
Purchaser, acting in its sole discretion, may waive compliance with any condition i wholc or in
part, without prejudice to its rights of termination in the event of non-fulfiliment of any other
condition.

ARTICLE 8
VENDOR'S CONDITIONS PRECEDENT

The obligation of the Vendor to complcte the purchase of the Shares under this Agreement shail
be subject to the satisfaction of, or compliance with, on or before the Closing Date, each of the
following conditions precedent (each of which is acknowledged to be inscrted for the exclusive
benetit of the Vendor and may be waived by it in whoie or in pari):

Y AR TN P
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8.1 Truth and Accuracy of Representations of Purchaser on the Closing Date

All of the representations and warranties of the Purchaser made in or pursuant to this Agreement
shail be true and correct in all material respects on the Closing Date and with the same effect as
if made at and as of the Closing Date (except as such representations or warranties may be
effected by the occurrence of events or transactions expressly contemplated and permitted by this
Agreement), and the Vendor shall have received a ecertificate from a senior officer of the
Purchaser confirming to his or her knowledge (after due inquiry), without personal lability the
truth and correctness of such representations and warranties.

8.2 Compliance with Purchaser Covenants

The Purchaser shall have, perforimed or complied with, in all material respects, all of its other
obligations, covenants and agreements under this Agreement and the Vendor shall have received
a certificate from a senior officer of the Purchaser confitming to his or her knowledge (after due
inquiry), without personal liability such performance or compliance, as the case mayv he,

8.3  Receipt of Closing Documentation

The Vendor shall have received such evidence as it may have reasonably rcquested in order 10
establish the consumimation of the transactions contemplated by this Agreement and the taking of
all corporate proceedings in conmection with such transactions in compliance with these
conditions.

8.4 No Proceedings

There shall be no Order issued delaying, restricting or preventing, and no pending or threatened
Claim or judicial or administrative proceeding, or investigation against any Party by any Person
for the purpose of enjoining or preventing the consummation of the transactions contemplated in
this Agreement or otherwise claiming that the consummation of such transactions is improper or
would give rise to proceedings under any Laws.

8.5 Approval Order

Walter Energy Canada shall have obtained the Approval Order and. on the Closing Date, such
Order shall not have been stayed, suspended, set aside, varied or appealed and no motion to stay,
suspend the operation of, set aside, seek leave to appeal or vary such Order shall have been
served or threatened.

If any of the foregoing conditions in this Article have not becn fulfilled by Closing, the Vendor
may terminate this Agreement by notice to the Purchaser, in which event the Vendor shall be
released from all obligations under this Agreement (subject to Scction 10.2), and unless the
Vendor can show that the condition relied upon could reasonably have becn performed by the
Purchaser, the Purchaser shall also be released {rom all obiigations under this Agreement.
However, the Vendor, acling in its sole discretion, may waive compliance with any condition in
wholc or 11 part, without prejudice Lo its rights of termination in the event of non-fulfilment of
any other condition.
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ARTICLE 9
OTHER COVENANTS OF THE PARTIES

9.1 Actions to Satisfy Closing Conditions

(a) Each of the Parties shall use commercially reasonable efforts to take all such actions as
are within its power to control, and cause other actions to be taken which are not within
its power to control, so as to ensure compliance with each of the conditions and
covenants set forth in Article 7, Article 8 or Article 9 which are for the benefit of any
other Party.

(b} The Vendor shall cooperate with the Purchaser to determinc the Persons for service in
connection with the motion for the Approval Order and shall serve all Persons having
registered encumbrances on the Shares and such other Persons as the Purchaser may
reasonably request.

3.2 Confirmation of Satisfaction of Conditions

On or prior to Closing Date, subject to satistaction or waiver by each relcvant Party of the
conditions of Closing in its favour contained in Article 7, Article 8 or Article 9 which are for the
benefit of such party, each Party shall confirm to the Monitor, in writing in accordance with the
provisions of Section 11.4 herein, the satisfaction of all conditions to Closing, whereupon the
Monitor shall file the Monitor’s Certificate with the Court.

9.3 Monitor's Certificate

The Parties hereby acknowledge and agree that the Monitor shall be entitled to file the Monitor’s
Certificate with the Court without independent investigation upon receiving written confirmation
from each relevant Party that all conditions of Closing in its favour contained in Article 7,
Article 8 or Article 9 which are for the benefit of such Party have been satisfied or waived, and
the Monitor shall have no liability to the Parties or any other persen as a result of filing the
Monitoi’s Certificate. The Monitor shall file the Monitor’s Certificate upon the Approval Order
having been obtained and the Parties having delivered the above-referenced confirmation to the
Monitor in the manner set out in Section 9.2.

0.4 Preservation of Records

The Purchaser shall take all reasonable steps to preserve and keep the records of the Energybuild
Companies delivered to it in connection with the completion of the transactions 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 Laws or Governmental Authority, and shall make such records available to
Walter Energy Canada, the Vendor, and the Monitor on a timely basis, as may be reasonably
requested by any of them.

9.5 Tax Return

(a) The Purchaser shall cause to be duly made or prepared and filed, on a timely
basis, all Tax Recturns required to be made or prepared and filed by the
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Corporation for any peried which cnds on or before the Closing Date and for
which Tax Retumns have not been filed as of such date.

The Vendor and the Purchaser shall co-operate [ully with cach other and make
available to each other in a timely fashion such data and other information as may
reasonably be required, including providing access to its employees and to
financial and other records of the Corporation, for the preparation of any Tax
Return of the Corporation for a period ending on or before the Closing Date and
the conduct of any disputes relating thereto, and shall preserve such data and other
information until the expiration of any applicable limitation period under any
applicable Law with respect to Taxes.

Confidentiality

(a)

(b)

[ E PR

Prior to the Closing, the Purchaser shall keep confidential all information
disclosed to it by the Vendor or its agents relating to the Energybuild Companies
or the Shares in accordance with the terms of the confidentiality agreemcnt signed
by the Purchaser and Walter Energy Canada Holdings, Inc. (the “Confidentiality
Agreement”) and assigned to Walter Energy Canada pursuant to the Order of the
Court dated December 21, 2016. Such information is confidential and proprietary
to the Vendor and the Purchaser shall only disclose such information to those of
its employees and representatives of its advisors who need to know such
information for the purposes of evaluating and implementing the transaction
contemplated in this Agreement and only in accordance with the lerms of the
Confidentiality Agreement. Notwithstanding the foregoing, the Purchaser shall
keep confidential all Personal Infonnation disclosed to it by the Vendor or its
agents and will not disclose the Personal Information except in accordance with
applicable Law. If this Agreement is terminated without completion of the
transactions conternplated by this Agreement, the Purchaser shall promptly return
all documents, work papers and othcr written material (including all copies)
obtained from the Vendor in connection with this Agreement, and not previously
madc public and shall continue to maintain the confidence of all such information,

After the Closing, the Vendor shall keep confidential all Personal Information it
disclosed to the Purchaser and all confidential information relating to the
Corporation, except information which:

(1 1s part of the public domain;

(2) becomes part of the public domain other than as a result of a breach of
these provisions by the Vendor;

(3) was received in good faith after Closing from an independent Person who
was lawlully in possession of such information free of any obligation of
confidence: or

4) as may bc neccssary in connection with any litigation commenced by or
against the Vendor, Walter Energy Canada, their respective affiliates and
permitted assigns, provided however that such persons shall take
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commercially reasonable steps to preserve the confidentiality of
confidential information relating to the Energybuild Companies and only
after prior consultation with the Purchaser.

9.7 Public Announcements

Prior to the Closing and except as neccssary tor the Vendor to make any filing with the Court to
obtain the Approval Order and any other approval of the transactions contempiated by this
Agreement, no Party shall issue any press release or public announcement concerning this
Agreement or the transactions conternplated by this Agreement without obtaining the prior
wriiten approval of the other Party, which approval will not be unreasonably withheld or
delayed, unless, in the reasonable judgment of the Purchaser or the Vendor, disclosure is
otherwise requircd by applicabie Law, the CCAA or the Court with respect to filings to be made
with the Court in connection with this Agreement, provided thal the Pamty intending to make
such reiease shall use commercially reasonable efforts to consult with the other Party with
respect to the text thereof.

938 Certain Payments or Instruments Reecived from Third Parties

To the extent that, after the Closing Date, () the Purchaser receives any payment or instrisment
that is for the account of the Vendor according to the terms of this Agreement, the Purchaser
shall promptly deliver such amount or instrument to the Vendor; and (b) the Vendor receives any
payment that is for the account of the Purchaser according to the terms of this Agreement or
relates to the Corporation, the Vendor shall hold such payment in trust for the Purchaser and
promptly deliver such amount or instrument to the Purchaser. All amounts due and payable
under this Section shall be due and payable by the applicable Party in the fonn received, or if
payment in such {orm 15 not possible, in iinmediately avaiiable funds, by wire transfer to the
account designated in writing by the relevant Party. Notwithstanding the foregoing, each Party
hereby undertakes to use commercially reasonable efforts to direct or forward all bills, invoiccs
or like instrurments to the appropriate Party.

9.9 Submission to Jurisdiction

(a) izach Party submniiis to the exclusive jurisdiction of the Court in any action,
application, reference or other proceeding arising out of or relating to this
Agreement and consents to alf Clatms in respect of any such action, application,
reference or other procceding being heard and determined in the Court. Each of
the parties irrevocably waives, to the fullest extent it may effectively do so, the
defence of an inconvenient forum to the maintenance of such action, application,
reference or other proceeding.

(b) The Parties shall not raisc any objection to the venue of any action, application,
reference or other procecding arising out of or reiating to this Agrcement in the
Court, including the objection that the proceedings have been brought in an
mconvenient forum.

(c) A fhnal judgment in any such action, application, refercnce or other proceeding is

conclusive and may be enforced in other jurisdictions by suit on the judgment or
in any other manner specified by law and must not be re-titigated on the merits.

PECAG o RuE TR
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ARTICLE 10
TERMINATION
16,1 Termination
This Agreement may be terminated at any time prior to the Closing:
(a) by mutual written consent of the Vendor and the Purchaser;

{h) by the Purchaser in accordance with Article 7, or by the Vendor in accordance
with Article &;

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

(i) in the event of a material breach by such other Party of such othcr Party’s
representations, warranties, agreements or covenants set forth in this
Agreement that is not cured within seven days from receipt of a written
notice from the non-breaching Party;

(i1) if a Governmental Authority issues an Order prohibiting the transactions
contemplated hereby;

(d) by cither Party:
(1) if the Approval Order is not granted; or

(i1} if the Closing does not take place by the Closing Date by reason of any
default by the other Party;

provided, however, that the right to terminate this Agreement pursuant to Section 10.1(c)}(1) shall
not be available to any Party whose breach hereof has been the principal cause of, or has directly
resulted in, the event or condition purportedly giving rise to a right to terminate this Agreement
under such clauses.

10.2  Effects of Termination

It this Agrcement is terminated pursuant to Scetion 1001, all {urther obligations of the Parties
under or pursuant to this Agreement shall terminate without further lability of any Party to the
other except for the provisions of (a) Section 1.2 (Interpretation): (h) Section 3.2 (Deposit) (¢)
Section 9.6 (Confidentiality); (d) Section 9.7 (Public Announcements); (e) Section 10.2 (Eitects
of Termination); (f) Section 11.1 (Expenses); {g) Section 11.2 {Manitor’s Capacity); (h) Scction
11.3 (Releases); (1) Section 11.4 (Notices}; and (}) Section 11.7 (Enurement).

ARTICLE 11
GENERAL

11.1  Expenses

ach Party shall be responsible for its own legal and accounting fees and other charges incurred
in connection with the purchase and sale of the Sharcs, including without limitation the payment
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of any agent or broker fees and the costs incurred in connection with the preparation of this
Agreement and all negotiations between the parties and the consummation of the transactions
contemplated by this Agreement.

11.2  Monitor’s Capacity

The Purchaser acknowledges and agrees that the Monitor, acting in its capacity as the Monitor of
Walter Energy Canada and its Canadian affiliates in the CCAA Proceedings, will have no
liability in connection with this Agreement whatsoever in its capacity as Monitor, in its personat
capacity or otherwise.

11.3  Releases

At the Closing Date or upon tennination of this Agreement, the Purchaser releases the CRO, the
Monitor, the Vendor, any of their affiliates and any partner, employee, officer, director,
accountant, agent, financial, legal or other representative of the Vendor, the Monttor or the CRO,
and the directors and officers of thc Energybuild Companies, in each case, 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 Agrecinent, the transactions
contempiated hereunder and any proccedings commenced with respect to or in connection
therewith,

11.4 Notices

Any notice, consent or approval required or permitted to be given in connection with this
Agreement (in this scction referred fo as a “Notice”) shall be 1in writing and shall be sufticient)y
given if delivered {(whether in person, by courier service or other personal method of delivery),
or if transmitted by facsimile or ec-mail (subject to a transmission receipt or a delivery receipt):

{a) If to the Vendor at;

Dunny L. Stickel

ENERGYBUILD HOLDINGS LIMITED
Colliery Engine Cottage Site

Glynneath, Neath

West Glamorgan SA1] 5AT

Email; cedarhillredanpus{@frontier.com

With a copy to:

Willlam E. Aziz

CAMBRIAN ENERGYBUILD HOLDINGS ULC.
1055 West Hastings Street

suite 1700, The Guinness Tower

Vancouver, BC V6E 2E9

Email; baziz@bluctreeadvisers.com

And to:

RS AT YR URE LA
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Marc Wasserman and Patrick Riesterer

OSLER, HOSKIN & HARCOURT LLP

Box 50, 1 First Canadian Place

Toronto, Ontario, M5X 1B8

Facsimtle: 416.862.6666

Email: mwassenman@osler.com and priesterer@oster.com

And to:

David L. Gray

Eversheds Sutherland LLP

Eversheds House

Manchester, Lancashirc, UK M1 5ES

Email: davidgray@eversheds-sutherland.com

(b) If to the Purchaser at:

Ketth Calder

SPECIALITY CARBONS LIMITED
17 Newmarket Street

Usk Monmouthshire NP15 1AU
Email: keith.calder@caldersitc.com

With a copy to counsel to the Purchaser:

Marlies Hoecherl

CAPITAL LAW LLP

Capital Building, Tyndall Street
Cardiff CT10 4AZ

Email: m.hoecherl@capitallaw.co.uk

(<) I[f to the Monitor at:

Anthony Tillman

KPMG INC.

777 Dunsmuir Street, 11" floor
Vancouver, BC V7Y 1K3
Fascimile: 604.691.3036
Email: atillman@@kpme.ca

And a copy to counsel to the Monrtor.

Wael Rostom and Peter Reardon

McMillan LLP

181 Bay Street, Suite 440

Toronto, ON M5J 2T3

Fascimile: 416.865. 7048

Email: wael rostom:mamlian.ca and peler.reardon@menilian.ca

SE0AL L INTIIES
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Any Notice delivered or transmitted to a Party as provided above shall be deemed to have been
given or received on the day it is delivered or transmitted, provided that it is delivered or
transmitted on a Business Day prior to 5:00 p.m. (Vancouver time). However, if the Notice is
delivered or transmitted after 5:00 p.m. (Vancouver time), or if such day is not a Business Day,
then the Notice shall be deemed to have been given and received on the next Business Day. Any
Party may, from time to time, change its address by giving Notice to the other Parties in
accordance with the provisions of this Section.

11.5 Amendment

No amendment, supplement, modification or waiver of termination of this Agreement and,
unless otherwise specified, no consent or approval by any Party, is binding unlcss executed in
writing by the Party to be bound thereby.

11.6  Assignment

No Party may assign this Agreement or any rights or obligations under this Agreement without
the prior written consent of the other Party, provided however that the Vendor’s consent to an
assignment by the Purchaser to an affiliate with the financial capacity to complete the
transactions contemplated herein shall not be unreasonably delayed or withheld or made subject
to unreasonable conditions.

11.7 Enurement

This Agreement enures to the bencfit of and s binding upon the Parties and their respective
successors (including any successor by reason of amalgamation of any Party) and permitted

assigns.
11.8  Further Assurances

The Parties shall, with reasonable diligence, do all such things and provide all such reasonable
assurances as may be required to consummate the transactions contemplated by this Agreement,
and each Party shall provide such further documents or instruments required by any other Party
as may be reasonably necessary or desirable 1o effect the purpose of this Agreement and camry
out its provisions, whether before or after the Closing provided that the costs and expenses of
any actions taken after Closing al the request of a Party shall be the responsibility of such Party.

11.9  Execution and Delivery
This Agreement may be exccuted by the Parties in counterparts and the counterparts may be
executed and delivered by electronic means, with all counterparts together constituting one

agreement.

fRemainder of page intentionally left blank]
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IN WITNESS OF WHICH the parties have duly executed this Agreement.

SIGNED, SEALED & DELIVERED ENERGYBUILD HOLDINGS LIMITED
In the presence of:
Witness By:

Name:

Title:

SPECIALITY CARBONS LIMITED

By:

Name:
Titie:

J'Name:
Title:
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SCHEDULE A
Form of Stock Transfer Form

(see attached)




SCHEDULE B
Form of Power of Attorney

(see attached)
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This is Exhibit “B” referred to in A% ~~-t #19 of
William E. Aziz sworn February 2018 at
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1.2 On exchange, the Selier will hand over the following documents to the Buyer:

a) The current operating lease for Aberpergwn Estate and all recent correspondence;

b} The lease relating to Treforgan and all recent correspondence;

¢} All current planning permissions and recent correspondence with the local authority;

d} Al current licenses and recent correspondence with the Coal Authority;

e} All current licences and recent correspondence with the Environmental Agency; and

fi  Any other documents with reference to permits, licences, leases or other property
titles or contracts required for the Buyer to operate the mine without interference

g) And completion of the share purchase agreement will be conditional inter afia of the
Buyer being satisfied with the status of these documents.

1.3 The following provisions shall also apply to this offer:

a} The Seller will sell the shares in the Companies with full title and free from ali
encumbrances, claims, liens, equities, charges and adverse rights of any description;

b) Unless otherwise set out herein, the sale of the shares in the Companies shali be on
an “as is, where is basis™;

c) The Seller will give a full indemnity to the Buyer in respect of any claims arising
contrary to the representations and warranties that the shares in the Companies are
being sold with full title and free from all encumbrances, claims, liens, equities,
charges and adverse rights of any description;

d) The Seller shall make provision for all liabilities of the Companies existing as of the

Closing Date, other than the following liabilities, which, for greater certainty, shall
remain liabilities of the Companies and shaif not be paid or addressed by the Seller:-

a. any claims for environmental matter or reclamation obligations, including
without limitation {i) claims of Neath Port Talbot County Borough Council, the
Coal Authority and any other governmental authority that may arise, whether
or not such ¢laims relate to restoration bonds held by such governmental
authority, and (it) any claims relating to the lease for the land upon which the
Aberpergwn mine is situated;

b. any claims related to work to be performed to comply with any planning
commission or other obligation imposed by any governmental authority;

¢. any claims for taxes of any kind;
any claims from the Welsh Assembly or any other governmental authority
that may be in force in relation to leans provided to the Companies by the
Welsh Assembly ar such governmental authority, including in connection with
equipment financing;

e. any claims or liabilities of any kind, whether pursuant to contract, purchase
order or otherwise, arising (i} in the ordinary course of business and not yet
due and payable as of the Closing Date and (i} that apply to goods to be
received or services to be provided or other accruals related to the period
after the Closing Date;

f.  any claim for ordinary course trade payables, including telephone, internat
and other communication services, security, electricity, insurance, real
property leases and similar mattars;




1.4

1.5

1.6

2.1

g. any claim of UK Methane Limited or its affiliates {"UK Methane”) in respect of
UK Methane's petroleum exploration lcences and rights, including in relation
to bore holes on the Aberpergwm property or an interaction Agreement
among UK Methane and the Companies;

h. any claim related to the CRC Energy Efficiency Scheme Order; and

i.  any claims that arise or relate to the period after the Closing Date.

i- and provided further that (i) the Seller shall have ne liability to the Buyer for
any claims until the aggregate amount of such claims exceed £100,000; and
(i} in no circumstances shall the Seller be liable for any amount in excess of
the Purchase Price.

Notwithstanding the limit of liability contained in paragraph 1.3, completion of the transaction
will be conditional on the Seller proving to the Buyer's safisfaction that there are no outstanding
liahilites to the Companies in respect of~

a) any iniercompany loans made to the Companies by Walter Energy, Inc. ar any of its
US affiliates and assigned to Warrior Met Coal LLC ; and

b} any claim made by the United Mine Workers of America 1974 Pension Plan and Trust
in relation to liahilities of Wailter Energy, Inc. or any of its US affiliates .

Prior to completion, all intercompany loans and all other balances between, on the one hand,
the Companies, and on the other, Seller and any of its present or former affiliates other than
the Companies shalt be converted io a contribution of capital, waived or forgiven in manner
satisfactory to Buyer that is intended to preserve all available tax losses in Energybuild Limited
and to prevent the creation of additional tax liability resuiting from any such action. The Seller
shall consult with the Buyer regarding any such steps and shall have no liability to the Buyer for
any adverse tax consequences of any sieps taken after such consuitation with the Buyer
provided that the Buyer acted in accordance with the steps agreed and not otherwise.

Prior fo the acquisition by the Buyer the directors of Energybuild Limited, Energybuild Mining
|imited and Mineral Extraction and Handling Limited shall resign as directors and empioyees,
without any liability to the Buyer or to any of the Companies. The Companies shall provide the
current directors of the Companies with a release and indemnity in form and substance
satisfactory to the Seller effective upon such resignation. The Companies shall indemnity the
Buyer in full in relation to any claims, losses, damages or liabilities howsoever arising out of the
employment and/or directorship of Chris Danieis with any of the Companies.

COSTS

Each party shall pay its own costs incurred in connection with the proposed transaction,
whether or not it proceeds {including without limitation the preparation and negotiation of this
letter, the formal agreement and any documents contemplated by it).




3 THIRD PARTY RIGHTS

3.1 No person that is not a party to the proposed transaction contemplated by this letter shall be
able to enforce any of its terms under the Contracts (Rights of Third Parties) Act 1999.

4 GOVERNING LAW

4.1 This letter, and the negotiations between the parties in connection with the proposed
transaction and all disputes or claims arising out of or in connection with them or their subject
matter or formation (including non-contractual disputes or claims) shall be governed by and
construed in accordance with the law of England and Wales.

5 JURISDICTION
5.1 The parties irrevacably agree that the courts of England and Wales shall have exclusive

jurisdiction to setlle any dispute or claim arising out of or in connectian with this letter or its
subject matter or formation {including non-contractual disputes or claims).

We reserve the right to bring this lefter to the attention of the court and the creditors should our offer be
rejected without due process.

Yours faithfully
Far, on behalf Glyncastle plc

Stephen Cork
Joint Administrator

Stephen Cork and Andrew Beckingham were appoinied as Joint Administrators on 30 Octeber 2013, The affairs, business and
properly of the Company are being managed by the Joint Administraters who act as the Company's agent and without personal
liability. Stephen Cork and Andrew Beckingham are beth au horiged to act as Insolvency Praciitioners in the United Kingdom by the
Institute of Chartered Accountants in Engtand and Wales.
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{i} Approving the proposed sale transaction ({the “Transaction™ contemplated by
the Asset Purchase Agreement among the Walter Canada Group, as vendars,
and Conuma Coal Respurces Limited, as purchaser {the *Purchaser”), and
certain guarantors (the “Guarantors') made Augusi 8, 2016 (the "Asset
Purchase Agreement”);

{il) Upon delivery to the Purchaser of the Monitor's Cerificate attached to the
proposed Approval and Vesting Order as Schedufe “A” (the “"Monitor's
Certificate”), vesting in the Purchaser the Applicants’ right, fitle and interest in
and {o the Assels (as defined in the Asset Purchase Agreement) frez and clear of
any and all Claims and Encumbrances other than Permitted Encumbrances {all
as defined in the Assef Purchase Agreement); and

(iif} Granting the Walter Canada Group the benefit of a charge over the Real
Property (including the coal leases) and the Mineral Tenuras (each as defined in
the Asset Purchase Agreement) to secure certain post-closing obligations of the
Purchaser and the Guarantors to the Walter Canada Group;

An Order under the CCAA approving the proposed claims process to identify and
defermine claims of creditors of the Walter Canada Group (the "Claims Process"} and
authorizing, directing and empowering the Monitor to take such actions as are
contemplated by the Claims Process (the "Claims Process Order’);

An Order under the CCAA extending the stay of proceedings in respect of the Walter
Canada Group to January 17, 2017, approving the PJT Engagement Letter {defined
below) and granting certain heightenad powers to the Monitor; and

An Order that the confidential affidavit of William E. Aziz sworn the date hereof and the
exhibits thereto (the "Confidential Affidavit") and the Confidential Supplernental Report
of the Monitor and the appendices thereto, o be filed, (the "Cenfidential Report® and,
collectively with the Confidential Affidavit, the “Confidential SISP Materials®) be sealed,
kept cenfidential and not form part of the public record.

3 | was retained pursuant to an engagement letter dated December 30, 2015 (the "BlueTree

Engagement Letter”), as amended in response to certain requests made by Walter Canada
Group stakeholders. BlueTree was appointed as CRO of the Walter Canada Group pursuant to
paragraph 9 of the January 5" Order.

4, As the CRO of the Walter Canada Group, in accordance with the January 5% Crder, | have the
authority to direct the Walter Canada Group’s Sales and Investment Solicitation Process {"SISP"),
to engage in consultation and negotiation with stakeholders regarding the SISP, and to ehgage in
such other matters as are set out in the BlueTree Engagement Letter.

a. Capitalized terms used but not otherwise defined herein have the meanings ascribed to them in

the SISP, the January 5 Ordar, the first aflidavit of Willlam G. Harvey, sworn December 4, 2015
{the *First Harvey Affidavit”) and the other pleadings fited herein.
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The information in this affidavit is arranged under the following headings:

The ProposSed TranSactioN. . s rsrmieie s sesmsiisas stsanssstrmesstr s rasss ssesssrasssssssssns mssssssessess nsiass 3

Sealing the Confidentiat SISP Materials ............. s senmssees e s r st S 16
Proposed Claims Process Order ... ressrenees tcavesstesatheaseerassrasistnaen 16
Seienium Biochemical Reastor ... e asinmsisrsssssscasser e immvessten rernearenaresean 23
Severe Rainstorm in Northeastern British Columbia ..o s 24
Enhanced Monitor's Powers.......... e errarrELethesaks PRANeE S RO LS PEa A e AR BA RSkt SRR ARS8 £R3 R PAS SR RO RERE R 24
PJT Engagement letter......vnrn. ........ SO retesrastovas sregenarans iannensannnt 24
LT b (=T L= L 5 OO U Up T 25

THE PROPOSED TRANSACTION

The 3ISP

As described in my first affidavit swom on March 22, 2016 in these proceedings (the “First Aziz
Affidavit”), the Walter Canada Group’s financial advisor, PJT Pariners LP, began canvassing the
market In an attempt fo find a purchaser for the assets of the Walter Canada Group prior to the
CCAA filing, including as pan of its broad canvassing of the market in respest of all the assets of
the Walter Group in relation to the Chapler 11 proceedings underway in respect of certain
members of the Walter U.S, Group.

The SISP was approved pursuant to paragraph 14 of the January 5™ Order.

The SiSP provides for Prospective Bidders to submit an LOI or a Bid involving an Investment
Proposal andfor a Sale Proposal.

In accordance with the terms of the SISP, PJT Partners LP launched Phase 1 of the SISP on
January 18, 2018. Commencing on January 18, 2016, PJT Partners LP began sending a teaser
leiter and a draft non-disclosure agreement (*NDA"} to interested parties to soficit indications of
interest in the business and assets of the Walter Canada Group in the form of non-binding letters
of intent from various potential bidders. 83 interesied parfies received a teaser and NDA.

PJT Partners LP contacted both financial buyers and strategic buyers based in Canada, the
United States and internationally. Financial buyers were selected based an their past experience
in the mining sector, previous investments in furnaround situations and ability and willingnass fo
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deploy capital quickly. Strategic buyers included companies in the mining sector and the steel

sector,

Ten of the paries who were contacted executed NDAs, received the Confidential Information

Memorandum and conducted due diligense on the Walter Canada Group.

The Phase 1 LOI Deadiine was March 18, 2016. On or before the Phase 1 LO| Deadline, the
Whaiter Canada Group received muftiple LOls. In accordance with the SISP, | reviewed the LOls
with PJT Partners LP and the Manitor, determined that certain of the LOls were Qualified LOIs
and concluded that there was a reasonable prospect of obtaining a binding Bld.

As described in my secend affidavit sworn on June 17, 2016 in these procgedings {the “Second
Aziz Affidavit™), commencing on Mareh 30, 2018, PJT Partners LP began notifying certain of the
Prospective Bidders that the SISP would progress to Phase 2, A form of asset purchase
agreement was also posted to the Due Diligence Access site.

Since the commencement of Phase 2 of the SISP, the Waler Canada Group, its counsel, the
Monitor and | have been involved with PJT Partners LP in negotiating with Bidders and assisting
Bidders with due diligence. The Waiter Canada Group has taken, among others, the following

steps:

{a) The datarcom was poputated with further due diligence infermation;

{b) PJT Partners P had muliiple calls and conversations with all of the Bidders who
submitted LOls;

. (0) The Walter Canada Group faciiltated a numter of discussions among Bidders and the

Waiter Canada Group's stakeholders, inciuding the USW (defined below);

{c) The Walter Canada Group arranged for Bidders to tour of the Walter Canada Group's
mines in MNortheastern British Columbia and facilitated discussions among key staff
members and representatives of the Bidders;

{e} The Walter Canada Group facilitated arrangemenis for certain Bidders to tour the
Aberpergwm mine operated by the Walter Canada Group's subsidiary Energybuild Lid,,
located in Wales; and

f The Walter Canada Group engaged in extensive negotiations with certain of the Bidders
regarding the terms of a potential tranisaction.

The SISP provides that in order for a bid to be considered a Qualified Bid, it must satisfy certain

condiffons and be submitted by May 27, 2016 (the "Phase 2 Bid Dead!ine™), unless the CRO, in

consultation with PJT Partners LP and the Monitor, in its discretion, deems a Bid to be a Qualifted

Bid despite such Bid not satisfying all the conditions required of a Qualifled Bid set out in the

5ISP, including being received after the Phase 2 Bid Deadline. The SISP provided that the Phase
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2 Bid Deadline may be extended by the CRO, in consultation with PJT Partners LP and the
Monitor, In response to feedback from Bidders, | determined, in consultation with PJT Pariners
LP and the Monitor, to extend fhe Phase 2 Bid Deadline to June 10, 2016 and io extend the
Outside Termination Date ta July 30, 2018.

On ar before June 10, 2016, the Walter Canada Group received a number of bids for its assets,
In accordance with the SISP, | reviewed the bids with PJT Partners LF and the Monitor. |
instructed PJT Pariners LP jo have discussions with cerfain of the Bidders to clarify aspects of
their bids in order o identify whether there is a bid or combination of bids that can lead o an
outcome that is most advantageous to the Walter Canada Group and its stakeholders.

In light of the bids received for the Walter U.K. assets, it was determined that the Walter Canada
Group shoutd focus on realizing value from the Canadian assets and address the Walter UK.
assets at a later fime. it is anticipated that further efforts regarding realizing value from the Walter

U K. assets wili be undertaken at a iater date.

Similarly, the Walter Canada Group intends to seek to obtain value from any remaining assets of
the Walter Canada Group at a later date,

On July 8, 2016, PJT Partners LP sent a further fetter to the Bidders for the Canadian assets
requesting that the bidders satisfy a number of conditions. The Bidders were given until Juty 21,
2018, subject to discretion of the CRO, in consultation with the Monitor and PJT Partners LP, to
provide final, binding bids and fo satisfy certain other conditions precedent to the acceptance of
such bids as the Successful Bid (as definad in the SISP). The Outside Termination Date was
extended to July 31, 2016 and thereafter to September 15, 2016

On or before July 21, 2016, the Walter Canada Group received a number of revised proposals for
the Canadian assets. Since that date, the Walter Canada Group has been engaged in extensive
further negotiations regarding thoase proposals in an effort to select a final bid fo bring before this
Hanourable Court for approval.

Selecting the Successful Bid

| reviewed the bids received with PJT Partners LP and the Monitor, to assess which bid or bids
would maximize value for Walter Canada Group's stakeholders. I my opinion, and that of PJT
Partners LP, after consultation with the Monitor, the bid submitted by the Purchaser {the
"Successful Bid") is the best bid received for the assets of the Walter Canada Group. The
proposed Transaction, if consummated, will provide the maximum value for the Walter Canada

Group's stakeholders available in the circumstances.
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In selecting the Successful Bid, we considered:

(a) the purchase price and net value of the bids (including all assumed liabilities and other
obligations to be performed by the bidder);

(b} planned treatment of stakehoiders, including employees;

(e} the continued environmental stewardship of the properties and the reguirements of the
Province of British Columbia in that regard;

(cfh the impact on First Nations people connected to the mine properties;

{e} factors affecting the speed, certainty and value of the transaction, inciuding avidence of
financial wherawithai; and

4j] the likelihood and timing of the consummation of the iransaction.

After extensive arms'-length negotiations, the parties finalized the Asset Furchase Agreement on
August 8, 20186, On behalf of the Walter Canada Group, | have executed the Asset Purchase
Agreement. which is subject to approval by this Honourable Court. A redacted copy of the Asset
Purchase Agreement is attached to this affidavit without exhibits as Exhibit “A”. An unredacted
copy of the Asset Purchase Agreement is aftached as an Exhibit to the Confidential Affidavit. Alsp
attached as an Exhibit {o the Confidential Affidavit is a copy of the PJT Partners LP report on the
SISP and the Successiul Bid, Finally, the Monitor's assessment of the SISP and a copy of
information related o the Liquidation Alternative will be included as the Confidential Report, to be
filed. The Confidential SISP Materials will also contain more infarmation about the other bids
received in the SISP. As discussed below, to preserve the integrity of the SISP as well as certain
commercislly sensitive information in the Asset Purchase Agréement, it is proposed that the
Confidential SISP Materials should be sealed and remain sealed until further order of this Court.

Tha Successful Bid is superior to the other bids received in a number of ways, including but not

Hmited to:

{a) The overall Purchase Price set out in the Asset Purchase Agreement was the highaest
total price offered by any participant in the SISP.

{b) The net cash proceeds available to the estate will be the highest of the transactions
proposed by bidders,

(c) The Successful Bid contemplates the assumption of a number of liabilities that would
otherwise remain liabilitles of the Waiter Canada Group, including, among others:

(i} the reclamation ohligations of the Walter Canada Group;
(if) the Walter Canada Group's obligations to a number of s employees; and

{ii) the Walter Canada Group's commitments to_' the First Nations.
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(d} The Sueccessful Bid contemplates the continued employment of the Walter Canada
Group's current, active employees.

() The Successful Bid contemplates that certain of the Walter Canada Group's Mines may
resurne operations in the reascnably foreseaable near term.

) The Successful Bid contemplates an infusion of activity in the local communities where
Walter Canada Group’s Mines are located and, if operating, provide employment in the
cormmtinity and revenue to local suppliers and others,

{9} The Successful Bid is likely to close soon.

() The guarantees given In respect of the obligations In respect of the Successful Bid,
M The Sucecessful Bid is superifor fo the Liquidation Alternative.

Key Terms of the Transaction .

The Purchaser is a British Columbia limited liabifity corporation and a member of the ERP
Compliant Fuels, LLC ("ERP"} group of companies. The ERP group of companies have been
engaged in a number of transactions in the coal market over the last year, including the
acguisition of certain of the Walter U.S. Group's coal assets in West Virginia and Alabama (the
*Non-Core Assets™). The Non-Core Assets were purchased by Seminole Coal Resourges, LLC
{"Seminole”) and certain other members of the ERP group of companies.

The Purchasers obligations under the Asset Purchase Agreemeni are guaranteed and the
Purchaser's obligations under certain ancillary agreements to be executed are {o be guaranteed
by ERP Compliant Fuels, LLC, a Delaware fimited liakitity company; ERP Compliant Coke, LLC, a
Delaware limifed Hability company; Seneca Coal Resources, LL.C, a Delaware limited liability
company; and Seminole, a Detaware limited liability company. Each of these guarantors is part of

the ERP group of companies.

The Closing Date for the Transaction is no fater than two Business Days after the conditions
precedent to closing are satisfied and also no later than September 15, 2016, unless extended by
the parties. The conditions precedent to closing are standard in the CCAA context and include:

{a) the Approval and Vesting Order shall have been entered, in form and substance
acceptable to the Purchaser and the Seller, and shall have become a Final Order;

(s} a process fo obtain the Transfer Approvals shall have been commenced;

{c) the Purchaser and the Waiter Canada Group shall have entered into a mutually
satisfactory Contract Mining Agreement to altow the Purchaser to operate the Brule Ming
under the Walter Canada Group's permits for a period of time while the Purchaser
chiains appropriate permits;
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{d) the Purchaser and the Waller Canada Group shall have entered ito & mutuafly
satisfactory Cash Collateral Transfer Agreement fo address the transfer of certain cash
collateral more fully described below;

(e} the Purchaser and the Walter Canada Group shall have entered into a mutually
satisfactory transition services agreement pursuant to which the Purchaser will make
certain key employees available to the Walter Canada Group al no cost to facilitate
outstanding issues in the CCAA proceeding, including in respect of the Claims Process;

(n the Purchaser shall have provided a certificate confirming that its representations and
warranties remain true and that it has complied with all of its covenants, obligations and
agreements; and

{9} the Seller shafl have provided a certificate confirming that its representations and
warrantigs remain rue and that it has complied with all of its covenants, obligations and
agreements.

Based on the information available on the date this affidavit is sworn, | anficipate that the Closing
Date for the Transaction will be in September, 2018.

The Asset Purchase Agreement is subject to imited termination rights, The parties can terminate
the Transaction on mutual consent. In addition, a party can unilaterally terminate the Transaction
if there Is a material breach of the representations, warranties o covenants under the Asset
Purchase Agreement. Finally, the Transaction will terminate if a Government Entity issues an
Order prohtbiting the Transaction, if the Approval and Vesting Order is not entered by August 25,
2018, or if the Closing does not occur befare Septemﬁer 156, 20186.

The Purchaser has pald to the Monitor a deposit that is greater than 10% of the Cash Purchase
Price contemplated by the Asset Purchase Agreement.

The Purchased Assets and Assigned Contracts

1t is the intention of the parties that the Purchaser acquire, lease or sublease substantially all
Assets, properties and rights of the Wailter Canada Group, including all mining, processing,
loading, transporting, marketing, and selling of coal and all reclamation activities, but excluding
the Excluded Assets. The Purchased Assets Include:

(a) the Mineral Tenures;
(b} the Business Information;
(c) the Gonsents of Govemment Entities to the extent transferable at Law including specified

Permits and all pending applications for Permits;

(d) all Current Assets (other than excluded current assets);
(e) all Books and Records, including copies of Tax records related to the Assets and the
Business;
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f all water rights, permits, Consents and other riparian rights of any kind relating to the
Business, the Mines, or the Mineral Tenures,

ts)) if the Walter Canada Group exercises the Belcourt Put Option, all pértnership interests,
marketable shares and securities of Belcourt Saxon Coal Limited Partnership and
Belcourt Saxon Coal Ltd.;

(n} property and casualty insurance policies and such other specified Insurance policies
{excluding any director and officer insurance policies) and the right to receive insurance
recoverias under such policies in respect of losses sfter the Clasing;

i all Assignad Contracts;

p the Buildings;

(k}  the Equipment;

)] the Owned Intellectual Property and the Licensed Intellectual Property;

(m} the Owned Real Property and the Leased Real Property; and

{n} the Gash Collateral.

33. The Purchased Assets de not include, among other things:

() deposits assoclated with Contracts that are not Assigned Confracts and deposits held in
frust accounts to secure payment of the reasonable fees and disbursements of the
Monitor, the Financial Adviser and any professtonal advisors of the Seller and of the
Monitor, and deposits provided to any Government Entity in respect of Tax Liabllities
(other than in respect of real property Taxes};

{b} securities of or issued hy corporations and all shares In other Affiliate corporations or
partnership units of Affiliate partnerships {other than any interests in Belcourt Saxon Coal
Limited Partnership and Belcourt Saxen Coal Ltd. if the Belcourt Put Option is not
exercised); :

(c) extra-provincial, sales, excise or other licences or registrations issued to or held by the
Seller, whether relating to the Business or otherwise to the extent not transferable;

{d) any known or unknown Claims any Selfler may have against any Perscn other than a
Claim for Accounts Recelvable;

(e} refunds in respect of reassessments for Taxes relating to the Business or Assets paid
prior to the Closing and refundable Taxes;

(f) any lettars of credit posted by or on behalf of the Seller,

{g) all cash, cash equivalents, bank balances, and moneys in possessicn of banks, the
Monitor and other depositories, but excluding the Cash Collateral;

(h} any equity or other interest in the Wales operations or assets of Cambran Energybuild

@
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i) those assets not owned by the Walter Canada Group, inclLfd_ing the assets owned hy
Pelly Construction Ltd.

The Transaction contemplates the assignment of certain Assigned Contracts on consent. If

consent is not provided, the Walter Canada Group may return to court to seek the assignment of

the Assigned Contracts pursuant to Section 11.3 of the CCAA notwithstanding any restriction or

prohibition contained in such Assigned Contracts retating to the assignment theraaf, inciuding any

provisions requiring consent of any counterparty.

The Assigned Contracts include all Real Property Leases, utility contracts and infellectual
property and software licenses, all Mineral Tenures, all written agresments with First Nafions
groups, cerain contracts related to the repair and maintenance of the Brule Mine biochemical
reactor and a royalty agreement with -Pine Valley Mining Corporation related to the Brule and
Willow Creek mines. The Purchaser retains the right, up to the Closing Date, to add or remove
ceftain of the Assigned Contfracts, provided that the removal of any Assigned Coniract will not

decrease and may increase the Cash Purchase Price.

" A royalty agreement related to the Wolverine Mine is not being assumed.

One of the Assigned Contracts is the Walter Canada Group’s interest in Belcourt Saxon. As
discussed in the First Harvey Affidavit, Walter Canada owns a 50% interest in Belcourt Saxon
Limited Partnership. Belcourt Saxon owns two multi-deposit coal properties located approximately
40 to 80 miles south of the Wolverine Mine in northeast B.C. The other 50% interest in Belcourt
Saxon is owned by Peace River Coal Limited Pantnership. The Peace River Coal Limited
Partnership is a third party not affiliated with the Walter Group. lf is affiliated with Anglo American
Exploration (Canada) Lid. There are certain rights of first refusal and tag along rights defined in
the Belcourt Saxon Limited Partne.rship Agreement. The Purchaser is willing to acquire the Walter
Canada Group’s interest in Belcourt Saxon and contains the Belcourt Put Right, pursuant to
which the Purchaser will acquire the Walter Canada Group's interest in Belcourt Saxon i the
Walter Canada Group is able to satisfy or obtain the waiver of any such rights prior to the date
that is 60 days following the Closing Date. The Cash Purchase Price is subject to adjustment
depending an whether or not the Belcourt Put Right is exercised by the Waiter Canada Group.

The completion of the Transaction, which includes the assignment of the Assigned Contracts, will
help fulfill the objectives of this CCAA proceeding. The Transaction represents the highest price
and net cash praceeds realizable through the SISP and the bast transaction in the circumstances
for the benefit ot the Walter Canada Group and its stakeholders.
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Employees

No less than ten (10) Business Days prior to the Closing Date, the Purchasér shall offer
employment In writing to certain specified Employess who are entitled to offers pursuant to the
Collective Agreements or applicable Law and, subject to any amendments to existing Collective
Agreements, on terms and conditions of employment which are subsiantially similar in the
aggregate for each such individual Empioyee as those currently available to such individual

Empioyee.

The Purchaser intends fo negotiate amendmenis to the existing Collective Agreements prior to or
foltowing the Closing Date, The Collective Agreements are the Agreements with the Constriction
and Allied Workers' Union, Local 88 for the Willow Creek Mine and the United Steel, Paper and
Forestry, Rubber, Manufacturing, Energy, Allied Industrial and Service Workers Intemational
Union, Local 1-424 (*USW") for the Wolverine Mine (collectively, the “Unions™), The Purchaser
nas committed, prior to the Closing Date, fo use reasonabie efforts to enter intc amended or new
sollective bargaining agreements with the Unions, in each case on terms that are mutuaily
acceptable to the parties and the applicable Employees. The negotiation of such amended or new

collective bargalning agreements is not be a condition to the Closing.

Furthermore, the Purchaser shall recognize all past service of each Employee who becames a
Transferred Emplayee for all purposes, including paticipation in any benefil plan, vacation, any
other service entitlements and any required notice of terminatiors, termination or severance pay

{whether contractual, statutory or at common law).

The Waiter Canada Group shall be responsible for all Employee Costs for any Employees other
than Transferred Employees to the extent required under applicable Law {including a!l unpaid
wages, salary, incentive compensation, benefits and vacation pay up for gach such Employes),

The Purchaser has agreed it shall become the successor employer for the Walter Canada
Group's past and present unionized employaes for purposes of applicable Laws and, accordingly,
shall be bound by and comply with the terms of such Collective Agreements (as such may he
amended) including continuing the emplayment after the Closing Qate of the Employees covered
by such Collective Agreements effective from the Closing Date.

The Purchaser has indicated that it intends to make offers of employment {0 all of the Walter
Canada Group's current, active Employees.
Assumed Liabilities

As part of the consideration provided by the Purchaser, at the Closing, the Purchaser shall
assume certain liabilities, including:
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(a) all Liabllities of the Seller in fespect of the Mineral Tenures which are assumed and
assigned pursuant to the Approval and Vesting Order arising from and after the Closing;

{B) certain Transfer Tax, Tax election, Tax characterization and Real Property Tax liabilities;

(c) all Liabifities with respect to the post-Closing operation of the Business ar ownership of
the Assets,

{d) all Lizhilities under the Assigned Contracts arigsing from and after the Closing Date,

{e) all amounts pgyable or Liabilities that must be assumed to obtain the Consents or
Transfer Approvals, including filing and other fees related thereto, but excluding (iy any
penaities or interest and (i) any expenses incurred by Seller other than those expenses
of the Seller that are to be paid, reimburse or atherwise satisfied by the Purchaser;

N all Environmental Liabllities, other than Excluded Pre-Closing Fines;

(@) all Liabilities arising from and after the Closing Date with respect to the Purchaser's
employment or termination of employment of any Transferred Employees; and

{h) alt Accounts Payable and Accrued Liabifities.
Contract Mining Agreement

it is not a condition to the Ciosing that the Purchaser obtain all necessary permits and other
approvals necessary for the operation of the Mines. It is contemplated that the Transfer Appravals
will be obtained after the Closing. The Walter Canada Group has had discussionhs with the British
Columbia Ministry of Energy and Mines in preparation for an approved {ransaction and the
Ministry has Indicated that they will move quickly to address the necessary approvals.

In the meantime, the Purchaser and the Walter Canada Group have agreed to enter into an
agreement (the "Contract Mining Agreement"} pursuant to which the Purchaser will be granted
the right to conduct, at the sole cost and expense of Purchaser, mining operations at the Brule
Mine {in accordance with the mine plan for the Brule Mine currently in effect) and related
processing and loading operations at the Willow Creek Mine following the Closing on the
applizable Real Property under the applicable Permits.

The Contract Mining Agreement shall provide, at a minimum, that Purchaser and the Guarantors
shall indemnify and hold harmless the Seller from any and all Liabilities arising out of or resulting
from the Purchaser's operations of the Mines or any other activities occurring at the Mines,
including in respect of operations conducted under Seller's applicable Permits. The Contract
Mining Agreement shall have a term of three months afier the Closing Date and shall be
exiended month to month in the event one or more Transfer Approvals have not been obtained
through no fault of the Purchaser for a maximum of six additional months from the Closing Date,
pravided that any extension of the Contract Mining Agreement in excess of six months after the
Closing Drate shail only be granted upon the payment by the Purchaser of certain amounts fo the
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Waiter Canada Group, Inciuding a reimbursement for a portion of the fees incurred and potential
costs of these CCAA proceedings if, in the opinion of the Monitor, the CCAA proceedings could
be terminated but for the requirement of the Purchaser to obtain the necessary mine permits and

approvals .

To secure the indemnification obligations of the Purchaser ta the Walter Canada Group, it is
proposed that the Waiter Canada Group be granted a Court-ordered first ranking charge over the
Real Property (including any coai leases) and all Mineral Tenures including all accretions,
substitutions, replacements, additions and accesslons to any of them and all proceeds of any of
the foregoing (the “Indemnification Security Interest"). It is contempléted that, upon the Walter
Canada Group's and the Monitor's receipt from the Purchaser of a certificate certifying that {i} ali
Transfer Approvals and Permits contemplated under the Asset Purchase Agreement and under
any Ancillary Agreements have been transferred or issued, as applicable, to the Purchaser, and
{ii) there have been no incldents, violations or occurrences during the term of the Contract Mining
Agraemeni that give rise to an unrescived Claim against the Seller (the "Purchaser's
Certificate"), the Moenitor shall thereafter deliver a second Monitor's certificate to the Purchaser
certifying that it received the Purchaser's Cerlificate and it is contemplated that the
Indemnification Security Interest shall be extinguished upon delivery of the second Monitor's
certificate. ‘

The proposed Court-ordered charge in recpect of the Indemnification Security tnterest and the
method of extinguishing such charge is comparable to the charge granted in favour of the Walter
Canada Group to facifitate the bulldozer equipment transaction described in the First Affidavit of
William G. Harvey dated December 4, 2015, in this proceeding (the “Buildozer Transaction®).
Pursuant o the Buildozer Transactlor, to secure the purchaser of the bulldozer squipment’s
payment of the purchase price to certain members of the Walter Canada Group, this Honourable
Court granted certain members of the Walter Canada Group a first-ranking charge on the
eguipment sold, which charge was extinguished automatically upon the delivery of a certificate to
the Monitor certifying that the purchase price had been payed.

Cash Collateral Transfer Agreement

The Purchaser's willingness to enter into the Asset Purchase Agreement is premised on the
Walter Canada Group’s agreement to remit the Cash Collateral posted in respect of the letters of
credit either (x) to the applicable Government Entity to repiace the existing letters of credit or (v}
to the Purchaser or its surety providers, This obligation arises following the delivery of evidence
satisfactory to the Walter Canada Group that appropriate financial assurance has been defivered
by or on behalf of the Purchaser to the applicable Government Entity and that sueh financial
assurance is accepiable to such Government Eniity in respect of the Permits and Transfer
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Approvals, In addition, the Walter Canada Group must be satisfied that the existing [etters of
credit have been refeased and that the LOC Issuers have mo further right to retain the Cash
Collateral under the Cash Collateral Agreement dated January 5, 2016 among the LOC Issuer,
Mergan Stanley Senior Funding, Inc., Walter Enargy Canada anid Brule Coal Partnership. Walter
Canada does not anticipate any material issues in the obtaining the release of the Casit Coilateral
relating to a released letter of credit. Out of an abundance of caution, the Purchaser has required
that if a letter of credit has been released and the Waiter Canada Group asserts that the LOC
Issuer has a right to retain the Cash Coliateral other than by reason of an act or omission of the
Purchaser, then Waiter Canada Group must remit cash equal to the amount of the applicable
letter of credit to the Purchaser or as directed by the Purchaser. The Purchaser and the Walter
Canada Group intend to enter into a Cash Collateral Transfer Agreement to fully document the
terms of the arrangements regarding the Cash Collateral {the “Cash Collateral Transfer
Agreement”). '

Transition Services Agreement

The Purchaser has agreed to make available {o the Walter Canada Group, at no cost, certain key
Transferred Employees as are reasonably necessary to assist the Seller and the Monitor from
time fo time in the performance of their respective duties and responsibilities under the CCAA
proceedings, including in respect of the Claims Process and other incidental matiers, pursuant to
and in accordance with a mutually acceptable {ransition services agreement to be entered into
prior to the Closing Date with a term of one vear, which may be extended by the parties.

The Liquidation Alternative

in conjunction with the SISP, the Walter Canada Group with the assistance of the Wonitor
launched a separate process to solicit liquidation proposals for its assets (the "Liguidation
Alternative’}. The Liquidation Allemative was intended to assist with the assessment of the value
of any LOIs or Bids received under the SISP and to address cirgumstances where no executable
Bid was obtained under the SISP for onhe or more of the mines at comparable or greater value.
On the liquidation proposal deadline, the Monitor, on hehalf of the VWalter Canada Group,
received a number of liguidation proposals. In my view, the Successful Bid is a bettet alternative
than the Liquidation Alternative for a number of reasons, including:

{2} the ultimate value that is likely to be available to the creditors of the Walier Canada
Group under the Successful Bid is greater than under the Liquidation Alternative;

{b} there are extensive additional holding costs associated with completing the Liguidation
Alternative that will reduce the recovery available to the Walter Canada Group's creditors;

{c) there are a large number of additional claims will arise under the Liquidation Alternative
that will not arise if a going concern outcome s achieved; and
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{d) there are a number of other benefils o a going concern outcome, including the potential
far employment and business opportunities in the local communities.

Although it is no longer likely that the Liguidation Altemnative will be pursued, | understand that the

Monitor is requesting from liquidators that the remaining liquidation proposals remain open for

acceptance untit August 31, 2018.

The Proposed Transaction Should Be Approved

The factors listed in Section 36 of the CCAA, among others, suppaort the approval of the

Transaction as follows:

(a) The sales process leading to the proposed Transaction was reasonable, including the
efforts made by the Walter Group and PJT Partners LP prior to the commencement of the
CCAA proceedings and the efforts of the Walter Canada Group and its advisors under
the Cour-approved SISP; }

(b} The board of directors and management of the Walter Canada Group have proceeded in
good faith and with due diligence throughout the process and have received advice from
the Company's legal and financial advisors, in the exercise of thelr husiness judgement,
that the Transaction is the best outcome available to the Walter Canada Group in the
circumstances;

(©) Stakeholders, including USW, have been consulted regarding the Transaction;,

(d) The Monitor was consulted extensively in- conneciion with the SISP and will comment on
the SISP in the Monitor's Fourth Report to the Court {the "4th Report™), to be filed;

{e) I am informed by the Monitor and believe that it will be filing its 4th Report stating that the
Monitor supports the Transaction and that the Transaction would be more heneficial to
the Walter Canada Group's creditors than a sale or disposition under a bankruptey;

(f) The Successful Bidder is not related to any member of the Walter Canada Group;

(g} The proposed Transaction will monetize the vast majority of the Walter Canada Group's
remaining assets for the benefit of its creditors while providing for the continued
employment of the Transferred Employees;

(h) The Purchase Price from the Transaction was the highest price out of ali of the SISP
bids;
) A number of liahilities are being assumed by the Purchaser and a number of claims will

naot arise as a result of a going concern outcome; and

() The consideration to be received in respect of the assets subject to the Transaction is
reasonable and fair, taking into account their market value.

The completion of the Transaction is subject to few Glosing conditions. Taking into account the

Purchase Price and factors affecting the speed and certainty of closing, including the conditions

te Clesing, the Transaction represents the best transaction in the circumstances for the bengfit of

tha Walter Canada Group and its stakeholders. The Purchaser has provided evidence that it will
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have sufficient funds on Closing to complete the Transaction and satisfy all of the obligations of
the Purchaser under the Asset Purchase Agreement.

SEALING THE CONFIDENTIAL SISP MATERIALS

57. The Purchase Price and certain other terms of the Asset Purchase Agreement are commerelally
aensitive and should not be disclosed at any point before the Transaction successfuily closes. i is
not necessary to disclose the exact price because other terms of the Asset Purchase Agreement
have heen disclosed and the Purchase Price is the highest price possible out of ail of the SISP
participants,

58. Similarly, the terms of the remaining hids and of the bids received in respect of the Liguidation
Alternative are commercially sensitive, and it is not necessary to disclose the details of those bids
because the fact that the Purchase Price is the highest value potential bid received has been
disclosed. In my view, the sealing order raquested is necessary to protect the integrity of the
SISP, particularly if the Transaction does not close.

59. The Confidential SISP Materials which contain the foregoing information should therefore be
sealed until futher order of this Honourable Court.

1. PROPOSED CLAIMS PROGESS ORDER

60. In this section, all capitalized terms not defined elsewhere have the meaning ascribed to them in
the draft Claims Process Order. tn this affidavit, | summarize but do not replicate the precise
terms of the proposed Claims Process Order.

B1. For the convenience of the Court and all stakehoiders, a timetable setting out key dates in the
Claims Process the draft Claims Process Order has attached to it as Schedule "J". The key datas
are as follows:

Event , Date

Issuance of the Claims Process Qrder August 15, 2016
Manitor to post on its Website a copy of the August 22, 2016
Claims Process Order, a blank Proof of Claim

form, the instruction Letter and a blank Notice of

Dispute form.

Monitor to send Claims Packages ta known August 24, 2016

Claimants

Monitor to have Newspaper Notice published for | August 29, 2016
one Business Day in the Globe and Mail (Natienal
Edition), the Vancouver Sun, the Tumbler Ridge
News and the Cheiwynd Echo
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Claims Bar Date . Cctober 5, 2016
Employee Notices of Dispute of Employes Claims | October 5, 2016
Filing of the intercompany Claims Report October 5, 2016

Plan Claim

Deadline for 1974 Pian to serve materials seeking 70ctober 5, 2016
ta prove the enforceability of the 1974 Pension

applicable

Monitor to seek a scheduling appointment before | Following service by 1974 Pension Plan to prove
the Court for a hearing of a motion to determine | the enforceability of its Claim
the validity of the 1874 Pension Plan Claim, if.

Menitor to send Notices of Revision or November 7, 2016
Disailowance in respect of Pre-Commencement
Claims or Employee Claims

Claimants to send Notices of Dispute to the December 6, 2015
Monltor in respect of Pre-Commencement Claims
or Employee Claims

Disputing party to bring a motion to the Courtto | lanuary 9, 2017
resolve a disputed Clzim in respect of Pre-
Commencement Claims or Employee Claims

A. Affected and Unaffected Claims

62. The Cialms Process will seek o identify and quantify five types of claims:

(a)

(k)

()

{d)

(e)

Pre-Commencemeni Claims, which are claims that may be asseried against the Walter
Canada Group and that existed before the Commencement Date. Pre-Commencement
Claims include Tax Claims in respect of a period before the Commencement Date, but do
not include Employee Claims or Unaffected Glaims, including Intercompany Claims;

Restructuring Claims, which are claims that may be asserted against the Walter Canada
Group arising out of the restructuring, disclaimer, resiliation, termination er breach of any
agreement or arrangement on or after the Commencement Date. Restructuring Claims
do not include Employee Claims, 1974 Pension Flan Claim, or Unaffected Claims;

Directors/Officers Cfaims, which are cleims against one or more Directors or Officers that
relate to 2 Pre-Commencement Claim or a Restructuring Claim;

Employee CGiaims, which are claims held by peopie who were active or inactive
employees of the Walter Canada Group at the Cammencement Date; and

1874 Pension Plan Claims, which are claims alleged by or on behalf of the United Mine
Workers of America 1974 Pension Plan and Trusi (the "1974 Plan") against any member
of the Walter Canada Group.

63. The Claims Process Wil also seek sufficient information fo identify and quaniify any Intercompany

Cialms. The Intercompany Claims are freated as Unaffected Claims under the Claitns Process

and include (i) claims of a member of the Walter Canada Group against another member of the
Walter Canada Group or any Walter Canada Group subsidiary, including claims sesured by a

LEGaE_[ -HEGAGTT &




64.

83,

Ba.

87.

&8.

-18 -

Court-ardered Charge; and {ii) claims of Walter Energy, inc. and any of its non-Canadian affiliates
against the Walier Canada Group,

With respect to Intercompany Claims, the Monitor will prepare a report detailing the nature and
guanfum of such Claims, which will be served on the Service List on or before the Claims Bar
Caie.

The Claims Process will leave unaffacted the following Unaffected Claims:
{(a} Intercompany Claims;

{b} Claims that arose after the Commencement Date {other than Restructuring Claims and
Directors/Officers Claims});

{c) Claims by banks in respect of the Cash Management System as described in the Initai
Crder;

(d)  Claims secured by any CCAA Charge;

{e) Claims or portions of claims arising from a cause of action for which the Walter Canada
Group enfities are covered by insurance, but only to the extent of such coverage;

()] Claims referred to in sections 6(3), 6(5) and 6(6) of the CCAA; and

{Q) Ciaims with respect fo reasonable fees and disbursements of the CRO, the Financial
Advisor, counsel of the Walter Canada Group and the Monitor or any Assistant {(as
definad in paragraph 4 of the Inittal Order).

The Claims Process QOrder is expected to permit the Walter Canada Group to identify and

quantify all of the Claims that must be identified and quantified fo permit the development of a

Plan of Arrangement ("Pian”) or other disiribution mechanism that would conclude these CCAA

Proceedings.

Ciaims Bar bate

The proposed claims har date for alf affected claims other than Restructuring Claims is £:00 p.m.
{(Vancouver Time) on October 5, 2016 or such other date ordered by the Court (the “Claims Bar
Date™). By this time, any Claimant must have submitted to the Monitor the applicable Proof of

Ciaim documentation.

The proposed claims bar date for Restructuring Claims is the later of the Claims Bar Date and
5:00 p.m. {Vancouver Time) on the day that is twenty Business Days after the date of the
applicable Notice of Disclaimer or Resiliation {the "Restructuring Claims Bar Date”). The Claims
Process Order also requires members of the Walter Canada Group to issue any Notices of
Disclaimer or Resiliation at least fifteen days before a scheduled meeting date {or adjournment

thereof} in respect of any Plan.
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In respect of both the Claims Bar Date and the Restructuring Claims Bar Date, the Claims
Process Crder specifically states that the date may be changed by the Court,

If a Claimant {other than an Employee) fails o file required Proof of Claim documertation before
the applicable Claims Bar Date, then such Claimant is barred from asserting its Claim, is not
permitted to vote on any Plan on account of such Claim, is not eniitied to parlicipate in any
distribufion under any such Plan, and is not entitied fo recelve notice in respect of the Claims
Process, the CCAA Proceedings or any Meeting Dates.

In additicn, Claims described in any Proof of Claim filed after the applicable Claims Bar Date are
deemed to be disaliowed.

A Claims Bar Date of October 5, 2016 is reasonable in that it provides sufficient time from the
date of this application for potential Claimants to evaluate and submit any Claim they may have
against the Waiter Canada- Group or its Directors or Cfficers. It is my understanding that the
Monitor is also of the opinion that the Claims Bar Cate is reasonable.

Notice

 The Draft Claims Process Crder sets out the following methods of providing notice about the

proposed Glaims Process and the applicakle Claims Bar Date:

{a) The Monitor shall, no later than five Business Days following the making of the Claims
Process Crder, post on the Monitor's website a copy of the Claims Process Order, a
blank Proof of Claim Form, the Instruction Letter and a blank Netice of Dispute Form;

{b) The Monitor shall, no later than seven Business Days following the making of the Claims
Process Order, cause a Claims Package to be sent to each known Claimant based on
the books and records of the Walter Canada Group as well as to each parly that provided
coniact information to the Service List;

(€) The Monitor shall, no later than ten Business Days following the making of the Ciaims
Process Order, cause the Newspaper Notice to be published for one Business Day in the
Glohe and Mail (National Edition), the Vancouver Sun, the Chetwynd Echo, and the
Tumbler Ridge News; and

(d} From the date of the making of the Claims Process Order, ary Notice of Disclaimer or
Resiliation that is defivered shall be accompanied by a Claims Package.

in my experience, these methods of provid'rhg notice are consistent with approaches taken in

other CCAA Proceedings. In addition, the CCAA Proceedings have been underway since late

2015 and have been well-publicized in the marketplace. Finally, the Monitor and the Walier

Canada Group have been highly engaged with the broader group of stakeholders and have taken

information gleaned from that engagement into account in designing the notice provisions,
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Procedure for Making and Adjudicating Clalms Other than Employee Claims and 1574
Pension Plan Claims

The Clalms Process Crder includes the proposed forms of Instruction Letter, Notice of Revision
or Disaflowance, Notice of Dispute and Newspaper Notice, all of which apply to all Claims that will
be affected by this Claims Process. The Claims Frocess Order also includes the proposed form
of Proof of Claim, which will apply to all Claims other than Employee Claims and 1974 Pension
Plan Claims. The processes applicable to Employee Claimants and 1974 Pension Plan Claimants
are described under separate headings bslow, -

All Claimants, other than Employee Claimants and 1874 Pian, are required to file a Proof of Claim
with the Monitor by prepaid registered mall, courier, personal delivery or smail on or before the
Claims Bar Date or the Restructuring Claims Bar Date, as applicable.

Claimants are permitted to make the claim In the currency in which the claim arose. The Claims
Process Order sets out the method the Monitor shall use to convert non-Canadian currency

claims to Canadian currency claims.

The Monitor shall give the Walter Canada Group coples of all documentation filed with the
Monitor or provided by the Monitor to Claimants. Where the Claims Process Crder requires the
Manitor fo consult with the Walter Canada Group, that obligation Is satisfied hy consultation with
the CRO.

The Monitor, in consultation with the Walter Canada Group, is authorized by the Claims Process
Order to use reasonabie discretion in assessing the adequacy of compliance with the content and
timing requirements for the forms attached to the Claims Process Order. In addition, where the -
Monitor, in consultation with the Waiter Canada Group, is satisfied that a Claim has been
adequately proven, the Monitor may waive strict compliznce with the Claims Process Order.

The Claims Process Crder alsc permits the Monitor, in consultation with the Walter Canada
Group, to request further documentation from a Claimant to assist in determining the validity of a

Claim,

By no later than November 7, 2016 or thity Business Days after the Restructuring Claims Bar
Date, as applicable, the Monitor, in consultation with the Walter Canada Group, shall send a
Notice of Revision or Disallowance io all Claimants who filed documentation with the Monitor
before the applicable Claims Bar Date where the Monitor, in consultation with the Walter Canada
Group, is of the view that the applicable Claim should net be accepted. if no Notice of Revision or
Disallowance is sent to a Claimant, that Claimant's Claim is deemed to be an Allowed Claim for

voting and distribution purpases.
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Claimants who receive Notices of Revision or Disallowance with which they disagree must file
with the Monitor a completed Notice of Dispute by the later of December 6, 2016 or twenty
Business Days from delivery of ihe Notice of Revision or Disallowance, Should a Claimant fall to
deliver a Notice of Dispute, then the Claim sef out in the Natice of Revision or Disallowance shall
be deemed {0 be an Ailowed Claim for voting and distribution purposes.

The Monitor, In consultation with the Walter Canada Group, may atiempt to resolve a disputed
Claim consensually, if a consensual resolution is reached, such Claim, as resolved, shall be an
Allowed Claim,

The Claims Process Order permits the Moniter to schedule a motion with the Court ko resolve any
disputes, including related to discovery of documenis or examinations for discovery in the course

of resolving Claims.

If a disputed Claim cannot be rescived on consent, the disputing Claimant may bring a moticn on
a de novo basis before the Court in these proceedings. Such motion shail be brought by the tater
of January 9, 2017, or within tweniy Business Days of delivery of the Notice of Dispute or at such
time as may be agreed between the Claimant and the Monitor.

The proposed Claims Process QOrder provides sufficient flexibility and time to the Monitor and the
Waiter Canada Group to evaluate and resolve claims.

Procedure for Making and Adjudicating Employee Claims

The vast majority of Employees who will have claims against the Walter Canada Group are
members of the USW. The Watter Canada Group and the Monitor have consulied with the USW
and its advisors regarding the proposed Claims Process, including the dates and the manner of
providing notice of the Employee Claims te the Employees. The USW has indicated that it
supports the proposed Claims Process as set out in the Claims Process Order. The Walter
Canada Group and the Monitor intend to continue to consult with the USW and its advisors
regarding the quantum of the Employee Claims to be included in the Employee Claim Amount

- Notices.

Employees are not reguired to file Proofs of Claim. Rather, the Monitor shall include with the
Claims Package an Employee Claim Amount Notice, which sets out the amount of such
Employee Claimant's Claim as determined by the Monitor, in consultation with the Walter Canada
Group, based on the Walter Canada Group's bqoks and records. The Claims Process Order
provides that where an Employee Claimant is represented by USW, a copy of the Employee
Claim Amount Motice will be provided to USW. The Monitor shall also include a blank Notice of
Dispute of Emplovee Claim form in the Claims Package.

LEGAL_| LAY &




8g.

90.

a1.

g2.

93.

94.

-93.

If Employees agree with the Employee Claim Amount Notice included in the Claims Package sent
to them by the Monitor, then they do not need io take any steps; the Claims Process Order states
that in the absence of the Employee taking any step, the Employee Ciaim shall be an Allowed
Claim for voting and distribution purposes.

If an Employee disputes the Employee Claim as set out in the Employee Claim Amount Notice,
then the Employee must file a Notice of Dispute of Employse Claim with the Monitor by prepaid

registered mail, courier, personal delivery or email on or hefore the Claims Bar Date.

The Monitor and the Walter Canada Group will then apply the same process for reviewing and
adjudicating the Employee Claims as for other claims for which a Proof of Claim is filed. In
addition, the Claims Process Order provides that where an Emplayee Claimant is represented by
LISW, a Notice of Dispute may be filed by USW and USW may represent the employee in the
resolution of the disputed Claim,

Procedure for Making and Adjudicating United Mines Workers of America 1974 Pension
Plan Claims

As described in the Second Aziz Affidavit, the 1974 Plan notified the Walter Ganada Group that
the 1974 Plan asserts a claim against the Walter Canada Group based an the provisions of the
United States statute titled Employee Retirement and income Security Act of 1874 ("ERISA™) and
on the language in the Plan Document. The Walter Canada Group has taken the position that
ERISA was not intended to and does nat have extra-territorial effect such that a Canadian Court
should not impose ¢n the Walter Canada Group (iability based on ERISA. Furthermore, the
Walter Canada Group has taken the position that it was not a party fo the Plan Document and is
not bound by its terms, Attached hereto as Exhibit “B" are copies of correspendenece ameng the
Walter Canada Group and the advisors to the 1874 Plan.

The Monitor and the Walter Canada Group have designed the claims adjudication progess to
efficiently address the 1974 Plan’s ¢laim with the assistance of this Court. In particular, the 1874
Plan is not required to file a Proof of Claim. Rather, the 1974 Plan is permitied to assert the 1874
Pension Plan Claim by serving materials assarting and providing an evidentiary foundation for
such Ciaims on the Walter Canada Group, the Monitor and the Service List before the Claims Bar
Date. The advisors to the 1974 Plan have been informed of the proposed treatment of the 1574
Pension Plan Claims and have not objected {o the proposed approach.

If the 1974 P{an serves such materials before the Claims Bar Date, then the Monitor shal] seek a
scheduling appointment with the Court on notice to the Service List to set a schedule for dellvery
of materials and the hearing of a motion to determing the validity and quanturn, if any, of the 1974
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Pension Plan Claims, The Claims Process Order makes it ciear that only the Court can accept or
determine that the 1874 Pension Plan Claim is an Allowad Claim.

Role of the Monitor

in summary, the Monitor, in additian to its prescribed rights, duties, responsibilities and
obligations under the CCAA, the Initial Order and any other Orders of the Court in the CCAA
Froceeding, shall administer the Claims Process, including, without limitation, by:

{a) Publishing notice of the Claims Process;

{b) Making riner changes to the forms attached ta the Claims Process Qrder, in consultation
with the Walter Canada Group, as necessary;

{c} Sending Claims Packages to known Claimants and o Persons requesting Claims
Packages; and

{d} Reviewing, altowing, dispuiing, consensually resolving, or facilitating the litigation of
disputed Claims, all in consultation with the Walter Canada Group.

It is my understanding that the Monitor supports the praposed Claims Process Order.
SELENIUM BIOCHEMICAL REACTOR

As explained in the First Harvey Affidavit, the Walter Canada Group has experienced some
difficulties meeting the revised provincial water qualify guidelines relating to selenium levels at the
Brule Mine. The Walter Canada Group has constructed a biochemical reactor {or bioreactor) at
the Brule Mine to treat selenium as contemplated by the relevant permits and the selenium
management plian assoclated with the Brule Mine.

As explained in the First Aziz Affidavit, the bioreactor is not functioning as intended dus to
consistently low water levels in the bioreactor. Certain repairs are needed to address this issue.
The Walter Canada Group negotiated and entered into a contract with a consulting firm to design
& repair to the biochemical reactor, The repair design is complete and the Walter Canada Group
has retained @ seonstruction company to complete the repairs. Repairs are commencing shortly
and are expected to be completed In August 2016.

As previously reported, Representatives of the Walter Canada Group who are responsible for
environmental and other regulatory matters have provided updates regarding the difficuities
associated with the bioreaciar as well as the pians for repalrs to the Ministry of Environment and
the Ministry of Energy and Mines.
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SEVERE RAINSTORM iN NORTHEASTERN BRITISH COLUMBIA

As reported in the Second Aziz Affidavit, the cities of Tumbler Ridge and Chetwynd and the
surrounding areas, including the Walter Canada Group mines |ocated in that area, were affected
by a severe rainstarm in June 2018. Certaln roads in the area were washed out. There was some
damage to property owned or controlied by the Walter Canada Graup, inciuding to one of the
railway lines servicing the Willow Creek Mine. The damage to the railway fine was material and
the Walter Canada Group is in the process of assessing and addressing the damage. The Walter

Canadza Group has informed its insurers of these matters,
ENHANCED MONITOR'S POWERS

Following the Closing of the Asset Purchase Agreement, it is anticipated that members of the
Walter Canada Greup will no fonger have any employees and all current employees will become
employees of the Purchaser. Accordingly, the accounting and other personnel who normally
attend to banking and other accounting and administrative matters, including the preparation of
various required tax filings for some or all members of the Walter Canada Group, will be
employed by the Purchaser. The fransition services agreement discussed above will address

some of these matters,

Certain matters are better handied by persons with duties to the Walter Canada Group. As such,
The Walter Canada Group is requesting that this Honourable Court grant certain additionat
powers to the Monitor to facllitate the collection of monies owed or owing to the Walter Canada
Group and to facilitate the control of the Walter Canada Group's bank accounts (and the opening

of new accounts).
PJT ENGAGEMENT LETTER

As described In the Second Aziz Affidavit, the Walter Canada Group agreed to amend the PJT
Engagement Letter to address the fact that there will be no Chapter 7 proceedings in respect of
the Walter U.S. Group. Accordingly, the payment aof the work fee by the Walter Canada Group
commenced upon closing of the sale of the assets of the Walter U.8. Group. No other material
changes to the PJT Engagement Letter were made. A copy of the amended and restated PJT
Engagement Letter dated April 1, 2016 (the "Amended and Restated PJT Engagement Letter")
is attached as Exhibit *C” to this Affidavit and a blackline showing the changes made to the
Amended and Restated PJT Engagement Letter is attached as Exhibit “D" to this Affidavit.
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- STAY EXTENSION

The Walter Canada Group was granted protection from their creditors under the CCAA pursuant
to the Initial Order. The Initial Order granted, infer alia, a stay of proceedings until January 6,
2018, or such [ater date as this Honourable Court may order (the "Stay Period"). 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 until and including June 24, 2018. On
June 24, 2016, this Honourable Court extended the Stay Period until and including August 19,
2016.

The Walter Canada Group has been proceeding in good faith and with due diligence to effect a
restructuring under the CCAA, including by completing a sale pursuant to the SISP. In addition to
the activities outlined above and in my previous aifidavits, since my appointment as CRO [ have,

amonyg other things:

(@) Met with representatives of the Ministry of Energy and Mines and other government
representatives to discuss the status of the CCAA proceedings and the SISP and
engaged in further discussions and correspondence with government representatives
regarding varfous matiers, including regarding the Successful Bid and the transfer of
certain permits to the Purchaser;

{b) Met with other creditors and interested paries to discuss the stafus of the CCAA
proceedings and the SISP and certain outstanding claims;

{c) Facilitated discussions between the Purchazer and key stakeholders, including USWY;

{d) Consulted with stakeholders in the course of developing the proposed Claims Process
Order, including the USW and its advisors;

(e) Ohbtained new insurance policies for the Walter Canada Group;
(" Altended to governance matters relating to the Walter U.K. Group (as defined in the
January 8% Qrder);

{s)) Continued to examine options io maximize the value of the Walter UK. assets;

(h) Attended to various ongoing monitoring and other activities to preserve the mine sites in
care and maintenance;

() Engaged with representatives of certain First Nations regarding certain matiers;

)] Attended to Canada Revenue Agency audits; and

{k) Negotiated the Asset Purchase Agreament;
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106.  The extension of the Stay Period to January 17, 2017, is requested to allow the Walter Canada
Group to complete both the Transaction and alsc all steps contemplated by the Claims Process
Order, with the exception of responding to and litigating any disputed Claims.

107.  From my review of the current cash flow projections, | do verily believe that the Walter Canada
Group will have sufficient operating cash to continue operations during the proposed extended
Stay Pericd.

108. [t is my understanding that the Monitor supports the extension of the Stay Period and will file a
report attaching cash flow forecasts that demonstrate, subject to the assumptions more fully set
cut in the report, that the Walter Canada Group has sufficient liquidity to continue its operations
as currently conducted through to the end of the proposed extended stay period, including the

cngoaing care and maintenanse of the mines,

109. The Walter Canada Group has been acting in good faith and with due diligence in these

proceedings.

114. it is in the best inlerests of the Walter Canada Group and all their stakeholders that the Stay
Period be extended to January 17, 2017, to enable the Walter Canada Group to complete the
Transaction and substantially complete the steps contemplated in the Claims Process Order.
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SCHEDULE *AY

Petifioners

1. Walter Canadlan Coal ULC

2. Wolverine Coal ULC

3. Brule Coal ULC

4. Cambrian Energybuild Holdings ULC

5. Willow Creek Coal ULC

8. Pine Valley Coal, Ltd.

7. D541237 B.C. Lid.
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transactions that would (a) transfer all but certain Residual Assets {defined below) of the Watter
Canada Group to new entities established fo substantially replicate the Walter Canada Group
corporate structure and (b) deem substantially all claims against the Walter Canada Group to be

claims against the new entities; and (if} permission to take steps necessary to give effect to that
agreement. Specifically, the Canadian Petitioners request the following (collectively the "New
Waiter Group Procedure Order"):

(a) An Order abridging the time for service of the notice of application and the materials
referred (o therein;

{b} An Order approving the proposed sale (the "Transaction”) contemplated by the Term
Sheet among Walter Energy Canada for and on behalf of the Walter Canada Group. as
subject, 1098138 B.C. Lid., as purchaser (the "Purchaser”), and Amacon Land
Corporation, as guarantor {the “Purchaser Guarantor"}, made November 28, 2016 {the
“Term Sheet"), a redacted copy of which is attached hereto as Exhibit *A”;

{c) An Order

()

(i)

(i)

(iv)

{v)

authorizing the incorporation of new entities under the British Columbia Business
Corporations Act, S.B.C. 2002, c. 57, fo consist of a new corporation (“New
Walter'”) as a wholly owned subsidiary of Walter Energy, Inc. (“WEI"}), a new
corporation {"New WCCP") as a wholly owned subsidiary of New Walter, and new
corporations ("New Wolverine”, “New Brule” and "New Willow”) as wholly owned
subsidiaries of New WCCP (these five new corporations collectively comprising
the "New Walter Group},

from and after the date of the formation of the members of the New Waiter Group,

A, deeming each member of the New Waiter Group to be a debtor company
as defined in the CCAA,

B. to be subject {o these CCAA proceedings, and

C. to be added as a Petitioner in these CCAA proceedings,

from and after the date of the formation of the members of the New Walter Group,
extending aill the provisions of the Initial Order and the Order of this Honourable
Court made on January 5, 2016 (the "SISP Order") to the members of the New
Walter Group and extending the appointment of the Monitor to the New Walter
Group;

appointing BlueTree as CRO of the New Walter Group and providing that the
powers, responsibilities and protections set out in the SISP Order shall apply and
continue to apply in respect of such appointment; and

causing the Administration Charge, the Directors’ Charge, and the Success Fee
Charge to attach to ali property of the New Waiter Group (including for greater
cerlainty any after acquired property);

{d) An Order authorizing but not directing the members of the Waiter Canada Group to make
an assignment in bankruptcy at such time as the Walter Canada Group determines, in its
sole discretion, that it is necessary or advisable to do s0;




{e)

{0
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An Order terminating the engagement of the CRO with respect to a member of the Waiter
Canada Group at the last moment of time before the assignment in bankruptcy of such
member of the Walter Canzada Group becomes effective; and

An Order that the confidential affidavit of William E. Aziz sworn the date hereof {to be filed)
and the exhibits thereto (the “Confidential Affidavit”) and the Confidential Supplemental
Report of the Monitor and the appendices thereto, to be filed, (the "Confidential Report”
and, coliectively with the Confidential Affidavit, the “Confidential SISP Matarials™) be
sealed, kept confidential and not form part of the public record.

If this Honourable Court grants the New Waiter Group Procedure Order outlined above, the
proposed Transaction contemplates that the following steps will be taken:

(a)

(b}

{c)

(d)

(e)

Assignment into bankruptcy by all members of the Walter Canada Group, currentiy
anticipated to occur on or before December 12, 2016.

An application to the Court (in bankrupfcy and insolvency} for an Order, among other
things, abridging certain time, notice and other formalities required under the Bankruptcy
and Insolvency Act ("BIA"), each to be more fully set out in an Order served on the service
fist in advance (the “Bankruptcy Procedural Order”). The appiication is currentiy
anticipated to be heard on or about December 12, 20186.

Filing a joint proposal (the "Proposal”) for the Walter Canada Group under s. 50 of the BIA
as soon as possible following the issuance of the Bankruptcy Procedural Order,

A meeting of creditors of the Waiter Canada Group to approve the Proposal {0 occur
immediately following the filing of the Proposal. The meeting is currently expected o be
helgd on or about December 13, 2016

An application to the Court for an Order under the BIA approving the Proposal {the
“Proposal Approval Order"). The application is currently anticipated to be heard on or
about December 14, 2016,

An application to the Court for an approval and vesting order to compiéiment the provisions
of the Proposal and the Proposal Approval Order, to be heard on the same day as the
application for the Proposal Approval Qrder,

| was retained pursuant to an engagement letter dated December 30, 2015 (the “BlueTree

Engagement Letter”), as amended in response to certain requests made by Waiter Canada Group

stakeholders. BlueTree was appointed as CRO of the Walter Canada Group pursuant to paragraph
9 of the SISP Order.

As the CRO of the Waiter Canada Group. in accordance with the SISP Order, | have the authority
to direct the Walter Canada Group's Sales and investment Solicitation Process ("SISP"), to engage

in consuitation and negotiation with stakeholders regarding the SISP, and to engage in such other

matters as are set out in the BiueTree Engagement Letter.
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Capitalized terms used but not otherwise defined herein have the meanings ascribed to them in
the Term Sheet, the S18P, the SISPF Order, the first affidavit of Willam G. Harvey, sworn December
4, 2015 {the "First Harvey Affidavit") and the other pleadings filed herein.

The information in this affidavit is arranged under the following headings:

Introduction - Overview Of The Restructuring ProCess ... s 4
Structure of the NEW WaIter GIOLD ...t st s sestessseascai s emssmssesarsassnssaesrmsssast s pssssisnnsas 5
The Proposod TrANSACHION cceerreiccncimrssis s crssnirress s s e s saastssss s sescasnssse scrasnissnsanesseretsssstsncs 6
Sealing the Confidential SISP MaterialS.....c..couurrrsiimrmmirimriormsisimnssssnmemessisssmmsisresssssosssenas 14
Proposed Bankruptcy Proceadings.......ciriseimivmiiisissicsimssisss s sassmiesssassssessass snasansassssess 14
Other Matters ..o SO U D S TOP P 17

INTRODUCTION - OVERVIEW OF THE RESTRUCTURING PROCESS

The New Walter Group Procedure Order is being sought as the first step in a process to facilitate
a restructuring of the Walter Canada Group required to implement the Transaction. This
restructuring will preserve ail Glaims against the Waiter Canada Group (other than a very limited
number of claims, as described below) by causing the members of the New Walter Group to
pecome fiable for ali such claims. If approved and consummated, the Transaction will permit the
monetization of the remaining value in the YWalter Canada Group for the benefit of all persons with
Ciaims in the CCAA proceedings and, potentially, other stakeholders of the Walter Canada Group.

To achieve this goal, the Transaction will be completed by way of a Proposal made on behalf of
the Walter Canada Group to cause the transfer of substantially all of the assets of the Walter
Canada Group (as more fully set out in the Term Sheet, the “Transferred Assets”), including cash
and sale proceeds, to the Naw Walter Group and to cause all of the Claims against the Walter
Canada Group, with some exceptions, to be deemed claims against the New Walter Group (the
“Deemed Claims”). The Deemed Claims will not include (i) claims that have aiready been barred
under the terms of the order of the Court granted August 16, 2016 (the "Claims Process Order”},
and (i) claims against Walter Energy Canada under the secured promissory ncte issued Apnl 1,
2011 by Walter Energy Canada to WEI {the "Promissory Note").

The transfer of the Transferred Assets to the New Walter Group and the creation of the Deemad
Claims against the New Waiter Group wili preserve the claims and the interests of other
stakeholders 1n and to the Transferred Assets and permit the resolution of such claims and interests
pursuant to the CCAA. Among other things, the New Walter Group will continue the adjudication of
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Cambrian Energybuild Holdings ULG, Belcourt Saxon Goal Lid. and Belcourt Saxon Ceal Limited
Partnership will be owned by New WCGCP.

THE PROPOSED TRANSACTION

The SISP

As described in my third affidavit sworn on August 9, 2016 in these proceedings {ihe “Third Aziz
Affidavit"), following approval by the SISP Order, the Walter Canada Group, as vendors, and
Conuma Coal Resources Limited, as purchaser, entered into an agreement for the sale of a
majority of Walter Energy Canada's assets (the "Conuma Transaction").

That agreement and the transaction contemplated therein was approved by an Order of this
Honourable Court made on August 18, 2018, and the transaction closed on September 9, 2016.
After that transaction closed, the mandate of the Walter Canada Group’s financial advisar, PJT
Partners LP, was completed and PJT's engagement was terminated {with the exception of the
Success Fee as defined in the engagement letter among PJT and the Walter Canada Group dated
April 1, 2015).

it was determined that substantial value could be generated, leading to greater recoveries for
creditors, by selling certain assets remaining within the Walter Canada Group (the “Remaining
Assets"). In particular, it became evident that it was possible to monetize the Remaining Assets by
marketing the financial attributes that would benefit a potential purchaser by permitting a potential
purchaser to acquire all of the shares of Walter Energy Canada and its interests in any other
members of the Walter Canada Group.

The Monitor and |, in consultation with our advisors. conctuded that the SISP Order permitied the
adoption of anciillary rules for a SISP for the Remaining Assets. Paragraph 9(b) of the S{SP Order
provides that | "shall be responsible for directing the SISP.” The SISP also provides that the Monitor
and ! can amend the procedures approved in the SISP Order: paragraph 49 states that the SISP
can be amended if both the Monitor and 1, acting reasonably, give our written consent, and
paragraph 39 provides that |, after consulting with the Financial Advisor and Monitor, can “adopt
such ancillary and procedural rules not otherwise set out herein {including rules that may depart
from those set out herein) that in the {my] jJudgment will better promote the goals of the SISP*
{emphasis added;.

in consultation with the Monitor and our respective advisors, | determined that the ancillary ruies
adopted under the SISP for sale of the Remaining Assets, described below, were consistent with
and wouid advance the goals of the SISP Order. The ancillary rules were a commercially
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reasonable method to generate interest in and to obtain value from the Remaining Assets. The
ancillary rules were also based on and consistent with Phase 1 of the original SiSP which, as this
Honourable Court noted when approving the Conuma Transaction, was “a comprehensive process”
and included substantial steps taken to invite potential bidders. | did not consult with the Financial
Advisor because the Financial Advisar's engagement had come {0 an end.

Further as noted in paragraph 19 of the Third Aziz Affidavit, the Walter Canada Group intended to
obtain value from the Remaining Assets when going through the SISP, and this Honourable Court,
when approving the Conuma Transaction, anticipated that [ would remain involved to “arrange for
the sale of assets that are not being purchased by Conuma.”

The Monitor organized a sales process for the Remaining Assets and established the following
deadlines:

{=) Restarting of SISP Process: October 28, 2016.
{b}) Deadiine for submitting Letter of Intent {"LOI"}: Novermnber 7, 2016.
{C} Deadline for submitting a definitive hid: November 16, 2016.

{(d) Compietion of SISP: December 31, 2016,
| am advised by the Monitor of the following facts regarding the SISP:

{a) The Monitor contacted 48 potentially interested parties between October 26 and October
28, 2016. A targeted approach was appropriate in the circumstances because the market
for the Remaining Assets was a small and sophisticated one.

ib) 15 potential bidders executed a non-disciosure agreement (*NDA"}. These potential
bidders were provided with a confidential information memorandum (the “CIM™} inviting
them to submit an LOI, and were given access to a data room.

(c) 8 LOls were received by the November 7, 2016 submission deadline. One paity submitted
its LOI shorily after the time of day at which LOis were due. Pursuani to paragraphs 33
and 39 of the 3iSP, as CRO, | have the discretion to, after consulting with the Monitor,
consider LOis submitted after the deadfine. In this case, | decided to consider the LOI
submitied after the submission deadiine.

{d} All 8 parties who submitted an LOt were invited to participate in Phase 2 of the SISP, which
commenced on November 8. 2016. During Phase 2, the Monitor, the Walter Canada
Group, |, and our collective advisors negotiated with potential bidders and assisted them
with due diligence. We engaged in numerous calls, meetings and emai! exchanges with
bidders to respond to their inquiries. In additton, the Monitor coliected and posted many
additional documents to the data room in response to requests from the bidders.

(e) The interested parties were asked to remove any diligence conditions and provide a
binding bid by November 15, 2016 (which was earlier than the deadline originally set out
in the CIM),
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(f) 4 bids were received on or before the November 15, 2018, deadline. | reviewed the bids
with the Monitor.

{g) The 3 highest bidders were selected to move on to the next phase of the process. On
Novemnber 17, 2016, they were provided with the steps of the proposed Transaction and,
on November 18, 2016, they were given a draft of the binding term sheet setting out the
principal terms. They were asked to provide a definitive mark-up of the proposed term
sheet by November 22, 2018,

{m Two of the bidders provided revised term sheets by the November 22, 2016 deadiine. The
third bidder did not provide a term sheet by the deadline, bul advised that it was still
interested and provided its mark-up of the term sheet after close of business on November
24, 2016.

Selecting the Successfui Bid

The Monitor and | reviewed the bids received for the Remaining Assets to assess which bid or bids
would maximize value for the Walter Canada Group’s stakehoiders. in my opinion, and that of the
Monitor, the bid submitted by the Purchaser (the “Successful Bid") is the most axecutable bid
received for the Rematning Assets. Although the Successful Bid did not provide the highest value,
it provides significant value for the Residual Assets {defined below) that are the subject of the
Transaction. in addition, in this case it Is crucial that the proposed transaction be completed before
December 31, 2016, and, in my opinion, and that of the Monitor, the Successfui Bid is the most
likely to be successfully consummated by Decernber 31, 2016.

in selecting the Successiul Bid, we considered the following factors:

(a) the purchase price and net vaiue of the bids {including ali assumed habilities and other
obligations to be performed by the bidder);

{b) the guarantee given in respect of the obligations in respect of the Transaction;

{c) factors affaecting the speed, certainty and vatue of the fransaction, including evidence of
financial wherewithal; and

{d) the iikelihood and timing of the consummation of the transaction.

After extensive arms-length negotiations, the parties finalized the Term Sheet on November 28,
2016, A redacted copy of the Term Sheet is attached to this affidavit as Exhibit “A”. An unredacted
copy of the Term Sheet is attached as an Exhibit to the Confidential Affidavit. As discussed below,
to maximize the value obtained for the Residuai Assets as well as to protect certain commerciaity
sensitive information in the Term Sheet, it is proposed that the Confidentiat SISP Materials should
be sealed and remain seaied untif further order of this Court.

The successful bid is superior to the other bids received in a number of ways, including but nat
limited to:
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The overall purchase price in the Successful Bid provides significant value for the Residual
Assets. Afthough the Successful Bid was not the highest of the three bid we received, it
contemplates payment of significant proceeds to the estate.

The obiligations of the Purchaser under the Term Sheet are guaranteed by the Purchaser
Guarantor.

A transaction with the Purchaser was viewed as being the most likety to be consummated
by December 31, 2016. That factor was particularly significant as the proposed Transaction
must be completed by December 31, 2016 otherwise, much of the vaiue of the financial
atiributes of the Residual Assets will be lost.

The Successful Bid was not highly conditional.

Key Terms of the Transaction

The Purchaser is an acquisition vehicle that is affiliated with the Purchaser Guarantor, one of

Canada's leading real estate development and construction firms, The obligations of the Purchaser

under the Term Sheet are fully guaranteed by the Purchaser Guarantor.

The conditions precedent to closing include the following.

(a)

(b)

no evidence of Walter Energy Canada not owning directly or indirectly 100% of the other
entities in the Walter Canada Group;

along with the equity interests (shares and partnership interests) in the Walter Canada
Group, the Residual Assets shall include the Retained Business Assets (as defined in the
Term Sheet), consisting of certain investments with a value of approximately $200,000;

from the date of the Term Sheet until the earlier of the date the Proposal is implemented
and the date the Term Sheet is terminated in accordance with its terms:

(N no special resolution to dissolve any of Walter Canadian Coal Partnership,
Wolverine Coal Partnership, Brule Coal Partnership or Willow Creek Coal
Partnership (the “Partnerships”) shall be passed, and

{ii) no steps shall be taken to change the membership of the Partnerships nor any
member's interest in any of the Partnarships;

no jurisprudence or change in law from the date of the Term Sheet untit the date the
Transaction is completed that would have a material adverse effect on the tax attributes of
the Waiter Canada Group or tax impact of the Transaction:

the closing date for the Transaction is no later than December 30, 2016,

on or before December 28, 20186, the Court shall have granted the BIA Proposal Approval
Order and no motion to set aside, vary or stay such order shail be outstanding; and

The Proposat shall have been accepted by the requisite majority of affected creditors
present in person or by proxy and voting at the meeting convened pursuant to the
Bankruptcy Procedural Order.
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In the Term Sheet, the parties had also agreed to and provided conditions based on the Waiter
Canada Group putting forth a joint plan of arrangement under the CCAA. Subsequent to the signing
of the Term Sheet, the parties agreed not to pursue that plan of arrangement, notwithstanding those
provisions of the Term Sheet, in light of the time constraints under which the Transaction must be
completed.

Based on the information available on the date this affidavit is sworn, | anticipate that the closing
date for the Transaction will be before December 30, 2016.

The Term Sheet is subject to limited termination rights. The parties can terminate the Term Sheet
by giving mutual written consent. In addition, the Term Sheet may be terminated if either party
breaches any material covenant in the Term Sheet or in a Definitive Document (s defined in the
Term Sheet),

The Purchaser has paid a deposit that is slightly greater than 15% of the purchase price
contemplated in the Term Sheet,

The Purchased Assets and Proposed Transaction

it is the intention of the parties that the Purchaser acguire all of the shares of Waller Energy
Canada, and its interests in Wolverine Coal Partnership, Walter Canadian Coal ULC, Wolverine
Coal Parinership, Wolverine Coal ULC, Brule Coal ULC, Brule Coal Partnership, Wiliow Creek Coal
ULC. Witlow Creek Coal Partnership, Pine Valley Coal Ltd. and 0541237 B.C. Ltd.

The Purchaser will not acquire Walter Energy Canada's interests in Carnbrian Energybuild Holdings
ULC, Belcourt Saxon Coal Ltd. and Belcourt Saxon Coal Limited Partnership.

To effect the transfer of the assets being acquired by the Purchaser, the Proposal will provide that
the following steps shall occur in the following order:

(a) BlueTree's engagement as CRO of the Walter Canada Group is deemed terminated
{b} Each entity in the Walter Canada Group makes an assignment into bankruptcy.
{c) The directors and officers of all of the entities in the Walter Canada Group resign.

(d) The Trustee of each entity in the Walter Canada Group files a joint Proposal.

{e) The Purchaser subscribes for 200,000,000 commion shares in the capital of Walter Energy
Canada for a subscription price equal to the purchase price in the Term Sheet and the
Purchaser pays that purchase price.

(f) All equity {shares) of Walter Energy Canada held by WE! are repurchased, but not
cancelled, for no consideration and such shares shall continue to be haid by Walter Energy
Canada.
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Any issued and outstanding shares of Walter Energy Canada not recorded on the Central
Securities Register of Walter Energy Canada shalil be repurchased for no consideration
and canceiled, and any option or other right to acquire shares or securities of Walter Energy
Canada held by any person shall be cancelled for no consideration.

The Purchaser shall become the sole shareholder of Walter Energy Canada.

All obligations under the Promissory Note, pursuant to which Walter Energy Canada
promised to pay WEI $2 billion, are released, extinguished and discharged.

All known priority claims that must be paid under the BIA are paid in full and in cash.

Each entity in the New Walter Group shall he deemed liable for ail Deemed Claims {which,
for greater certainty, exclude the Residuai Liabilities) of the corresponding Walter Canada
Group entity, as follows {which is designed to refiect the fact that most of the members of
the Waiter Canada Group are general partnerships):

{i} All Claims against Wolverine Coal ULC and Wolverine Coal Partnership (other
than the Residual Liabilities) are deemed to he Deemed Claims against New
Wolverine, New WCCP, and New Walter;

{if} Alt Claims against Brule Coal ULC and Bruie Coal Partnership {other than the
Residual Liabilities) are deemed to be Deemed Claims against New Brule, New
WCCP, and New Walter;

(i) All Claims against Willow Creek Coal ULC, Willow Creek Coal Partnership, and
Pine Valley Coal Ltd. (other than the Residual Liabilities) are deemed to be
Deemed Claims against New Willow, New WCCP, and New Walter;

(iv) All Claims against Walter Canadian Coal Partnership, Waiter Canadian Coal ULC,
and 0541237 B.C. Ltd. (other than the Residual Liabilities) are deemed to be
Deemed Claims against New WCCP and New Walter, and

(v) All Ctaims against Walter Energy Canada (other than the Residual Liabiiities and
any liabiiities in respect of the and the obligations under the Promissory Note
released, extinguished and discharged in paragraph (i} above) are deemed 1o be
Deemed Claims against New Walter.

The Transferred Assets, including the purchase price and any other cash, but exciuding
the Residual Assets. shall be deemed transferred as follows:

{i} Al Transferred Assets of Wolverine Coal ULC and Wolverine Coal Partnership
(other than the Residual Assets} are transferred to New Wolverine;

{il) All Transferred Assets of Brule Coal ULC and Brule Coal Partnership {cother than
the Residua!l Assets) are transferred to New Brule;

(1} All Transferred Assets of Willow Creek Coal ULC, Willow Creek Coal Partnership,
and Pine Valley Coal Lid. {other than the Residual Assets) are transferred to New
Willow:;

{iv) All Transferred Assets of Walter Canadian Coal Partnership, Walter Canadian
Coal ULC, and 0541237 BC Ltd. (other than the Residual Assets) are transferred
to New WCCP;
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All Transferred Assets of Waiter Energy Canada (other than the Residual Assets)
are transferred to New Walter; and

The shares of Cambrian Energybuild Holdings ULC and Waiter Canadian Coal
Partnership's intergsts (if any) in Belcourt Saxon Coal Ltd. and Beicourt Saxon
Coal Limited Partnership shall transfer to New WCCP.

The following assets are retained by the applicable Walter Canada Group entity and do not
transfer to New Walter or its subsidiaries {collectively, the "Residual Assets”).

(i)

{ii)

(iiH)

(iv}

V)

The shares of Walter Canadian Coal ULC, Wolverine Coal ULC, Brule Coat ULC,
Witlow Creek Coal ULC, Pine Valley Coal Ltd., and 0541237 B.C. Ltd.,

The partnership interests in Walter Canadian Coal Partnership, Brule Coal
Partnership, Wolverine Coal Partnership and Willow Creek Coal Partnership;

Securities of mining and/or mining related businesses held by Walter Canadian
Coal Partnership having a value of approximately $50,000 to be acquired after the
date of the Term Sheet and prior to the day the Proposal is completed and which,
for greater certainty, shall not include the capital stock of Cambrian Energybuild
Holdings ULC or Belcourt Saxon Coal Ltd., or any parntnership interest in Belcourt
Saxon Coal Limited Partnership;

All short term liquid investments affording an appropriate safety of principat held
by Wolverine Coal Partnership having a value of approximately $50,000,

All short term liguid investments affording an appropriate safety of principal held
by Brule Coal Partnership having a value of approximateiy $50,000;

All short term liquid investments affording an appropriate safely of principal neld
by Willow Creek Coal Partnership having a value of approximately $50,000; and

The Walter Canada Group's corporate and parttnership minute books, financial and
accounting records, taxation records and such other documents {inctuding banking
records and other evidence of fund transfers) as may be necessary to substantiate
the share capitai of Walter Energy Canada.

The following liabilities are retained by the applicable Waiter Canada Group entity and do
not become Deemed Claims against New Walter or its subsidiaries (coliectively, the
‘Residuat Liabilities™):

{1

(i5)

All liabilittes for any taxes due or accruing due from and after the Plan
Implementation Date (as defined in the Tem Sheet); and

All fiabilities and claims that are not claims that can be compromised pursuant to
the CCAA or the BIA.

All directors and officers of Walter Energy Canada and each of its direct and indirect
subsidiaries are deemed to resign (unless such directors have already resigned).

New Purchaser appointee director appointed.

All debts, liabilities, obligations and contracts of the Walter Canada Group of any kind
(other than those that cannot ke compromised under the CCAA/BIA) are released,
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extinguished and discharged, including those of any present or former directors and
officers.

n The bankruptcies of all applicable entities of the Walter Canada Group are annuiied.
The Proposed Transaction Should Be Approved

The Transaction is similar to a transaction that would be compieted pursuant to an approval and
vesting order, and will resuit in the New Walter Group acquiring all of the Transferred Assels and
being deemed liable for all of the Deemed Claims.

The factors listed in Section 36 of the CCAA, among others, support the approval of the Transaction
as follows:

{a) The sales process ieading to the proposed Transaction was reasonable in the
circumstances. It included exposing the Residual Assets to the market as part of the initial
SISP and. (n a more targeted way, as pan of the ancillary rules adopted pursuant to the
SiSP.

{b) The Walter Canada Group has proceeded in good faith and with due diligence throughout
the process and has received advice from legaf 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 Waiter Canada Group in the circumstances.

{d) The Monitor conducted the SI1SP in accordance with the ancillary rules that were adopted
by the Monitor and the CRO, and will comment on the SISP in the Monitor's Sixth report,
to be filed.

(e) { am informed by the Monitor and believe that it will be filing its Sixth Report stating that the
Monitor supports the Transaction and that the Transaction would be more beneficial to the
Walter Canada Group's creditors than a sale or disposition under a bankruptcy.

{f The Purchaser is not related to any member of the Walter Canada Group

(@) The proposed Transaction will monetize the Residual Assets and improve creditors’
recoveries.

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

reasonable and fair, taking into account their market value.

For the purposes of determining the nature ana priority of any Deemed Claims. the applicabie
member of the New Walter Group (and the Transferred Assets transferred to such member) are
proposed to stand in the place and stead of the member of the Walter Canada Group formerly liable
for such claim. From and after the day the Proposal is completed, all claims against such member
of the Walter Canada Group and any encumbrances in respect of such claims are proposed to be
Deemed Claims against the corresponding member of the New Walter Group and be deemed
encumbrances on the applicable Transferred Assets Such Deemed Claims and deemed
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encumbrances shall have the same priority with respect to the applicable member of the New
Walter Canada Group and the applicable Transferred Assets as they had with respect te the
cotresponding member of the Walter Canada Group and the Transferred Assets immediately prior
to the day the Proposal is completed, as if the applicable member of the New Walter Canada Group
was n all respects the corresponding member of the Walter Canada Group and as if the
Transferred Assets had not been transferred and had remained in the possession or contro! of the
member of the Walter Canada Group having that possession or control immediately prior to the
impiementation of the Proposal.

As such, ail the claims (other than certain fimited claims described above} against the Walter
Canada Group are arranged under the Transaction, but they are not compromised. They are
preserved as claims against the New Walter Group and the stakeholders will have the right to seek
recovery from the Transferred Assets, which inciudes additional value consisting of the Purchase
Price.

SEALING THE CONFIDENTIAL SiSP MATERIALS

The Purchase Price and certain other terms of the Term Sheet are commercialiy sensitive and
should not be disclosed at any point before the Transaction successfully closes.

Similarly, the terms of the remaining bids are commercially sensitive, and it is not necessary to
disclose the details of those bids. But for the CCAA proceedings, the remaining bids would not he
filed with the Court or otherwise made public. In my view, the sealing order requested is necessary
to maximize recoveries for creditors, particularly if the Transaction does not close

The Confidential SISP Materials, which contain the foregoing information, should be sealed until
further order of this Court,

PROPOSED BANKRUPTCY PROCEEDINGS

The Walter Canada Group, as part of the steps contemplated in the Transaction and the Proposal,
will be seeking the procedural (but not substantive) consolidation of the bankrupicies of the
members of the Walter Canada Group.

The Proposal, which gives effect to the Transaction, contemplates identical steps, which have been
conceived and will be implemented on a group-wide basis, in respect of the entities in the Walter
Canada Group. In the absence of the requested order, each of the entities in the Walter Canada
Group would be reguired to prepare and file materials and carry out processes that would be largely
identical. Permitting a joint Proposal would reduce the expenditure incurred by the Walter Canada
Group.
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In addition, the Walter Canada Group will be seeking an order exempting the Bankruptcy Trustee

or the Proposal Trustee from certain requirements imposed by the BiA, abridging the manner in

which those requirements need to be satisfied, and/or providing that the requirements have been
satisfied as a result of steps taken in the CCAA proceeding.

In particular the Walter Canada Group will be seeking an Order providing {among other things) for

the following:

(a)

(b)

The Posting of the Bankruptcy Procedural Order and ali notices given in the CCAA
proceedings (collectively with the Bankruptcy Procedural Order, the "Notices™) will be
deemed sufficient notice for holding the first meeting of the creditors and the holding of the
meeting to consider the Proposal.

The requirements that the Trustee publish a notice of the first meeting of creditors under s.
104(2) of the BIA, report on the affairs of the debtors under ss. 50(5) and (10) of the BIA,
file a statement of affairs under s. 50{2) of the BIA, and file a cash flow statement under s.
50(E) of the BIA will be satisfied by

)] the Notices; and

{it) the Trustee making available on its website and providing a copy to the
Superintendent of Bankruptey/Official Receiver of the certificates of appeintment
issued by the Superintendent of Bankruptcy in respect of the Debtors, all reporis
issued in the CCAA Proceedings, a copy of the Bankruptcy Procedural Order, and
a copy of a consolidated statement of all claims in the CCAA Proceeding and al!
assets.

Abridging and amending the requirement under s. 51{1} of the BiA that the Trustee send
the docurnents listed in that section, and instead providing that that the posting by the
Trustee of the Proposal, the Trustee's report on the Proposal and a voting letter and proxy
form on the Trustee's website {the "Proposal Materials") and delivery of the Proposal
Materials by e-mail or fax to the crediters of the Debtors for which the Trustee has e-mai
addresses or fax numbers will be good and sufficient delivery and notice of the dacuments
to be provided pursuant to s. 51(1) of the BiA.

Dispensing with the requirement of approval of the Proposal by inspectors of the Debtors
pursuant to s. 50(3) of the BIA.

Abridging the time for holding the application for the Court's approval of the Proposal such
that the application would be heard by the Court on or about December 14, 2018.

Abridging the reguirement under s. 58 of the BIA that the Trustee send a notice of the
hearing of the application to sanction the Proposal at least 15 days before the date of such
hearing to the Debtors and to every creditor of the Debtors. Instead, the Trustee would be
required to post the notice on the Trustee’'s website on the day prior {0 the hearing, and
deliver such notice of application and report by e-mail or fax to the creditors of the Debtors
for which the Trustee has e-mail addresses or fax numbers.

These formal steps simply duplicate the work and reporting KPMG has aiready compieted in its

capacity as Monitor in these CCAA proceedings. For example, as a part of the Claims Process in

these CCAA proceedings, the Monitor has provided a claims package to all known creditors of the
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Walter Canada Group, and has provided information about the CCAA proceedings on the Monitor's
website and through notices in a number of newspapers. Creditors of the Walter Canada Group
have been identified through that Claims Process.

Similarly, under ss. 50({5) and 50({8) of the BIA, the Proposed Trustee would be required to prepare
a report on the Waiter Canada Group’s business and prepare a cash-flow statement. However, the
Monitor provided information about the Walter Canada Group’s business in its Pre-filing Report,
dated December 8, 2015. That repart included information such as an overview of the Walter
Canada Group’s business, its ownarship structure, the Group's Canadian operations, and its
financial position at the time of the report. The Pre-filing report also contained a cash-flow forecast.
which has been updated with information based on the actual receipts and disbursements in
subsequent reports. In addition, an updated cash flow forecast was contained in the Monitor's
Fourth Report, made on August 11, 2016,

In addition, the Menitor and the Walter Canada Group have been taking active steps to ensure that
no prejudice will result to the credilors as a result of the abridged timelines and exemptions
contemplated in the Bankruptcy Procedural Order:

{a) The Monitor sent a2 notice on NMovember 28, 2016 to all creditors of the Walter Canada
Group who had not previously provided the Monitor with email addresses: (i) advising the
creditors that the Walter Canada Group may be entering into a transaction in the near
fulure, and that the transaction may be of interest to the claimants; (ii) informing the
creditors that the transaction would likely proceed quickly and that any steps would occur
as expeditiously as possible; (i} asking the creditors to provide the Monitor with an email
address or fax number at which they could be reached by December 5, 2016, to ensure
that the Monitor was able to provide timely notice of any transaction; (iv) warning the
creditors that the transaction may proceed without any further notice to them if they chose
not to provide their contract information before December 5, 2016; and {v} encouraging all
creditors to regularty check the Monitor's website, where the details of any transaction
would be posted. A copy of this notice is attached as Exhibit “B".

(b} The Monitor intends to send another notice early in the week of December 5, 2016 to
provide creditors notice of the transaction and orders being sought, the date that (if the
attached order is granted) the meetings will be held and the proposal approval application,
where to find materials and a contact person at the Monitor’s office, and again reminding
people to get an email and fax number to the Monitor if they want to receive the materials.

(c) The Walter Canada Group, Monitor and the Monitor's counse! have engaged in discussions
with representatives of the Superintendent of Bankruptcy to ensure that it does not have
any material objections regarding the Bankruptcy Procedural Order. A draft of the
Bankruptcy Procedural Order was provided to the representatives of the Superintendent of
Bankruptcy in advance. A copy of an email sent to the representatives of the
Superintendent of Bankruptcy on December 2, 2016 is attached as Exhibit “C”.

The requested relief wouild preserve the resources of the Walter Canada Group and avoid
expending resources or time duplicating efforts atready completed and notices already provided.




51.

Vi

52

-7 -

In these unusuai circumstances, dispensing with the requirements noted above will not prejudice

creditors as the information at issue has been provided on other occasions. Instead, their claims

will be transferred to a new entity but preserved in every other way. in addition, by conserving the
resources and efforts of both the Waiter Canada Group and the creditors, the Order requested will
ultimately benefit the creditors by conserving the resources of the debtor estates.

OTHER MATTERS

The Walter Canada Group has been proceeding in good faith and with due diligence to effect a

restructuring under the CCAA. including by continuing the SISP to maximize value for all

stakeholders. In addition to the activities outlined above and in my previous affidavits, since my

appaintment as CRO | have, among othar things:

(@)

Continued o engage with representatives of the Ministry of Energy and Mines and other
government representatives to discuss the ongoing transfer of the Water Canada Group’s
permits to Conuma. it 1s currently anticipated that the permit transfer wili be complete in
mid-December 2016:

Attended to other post-tiosing matters in respect of the sale of the principal assets of the
YWalter Canada Group to Conuma, inciuding regarding the transfer of the Walter Canada
Group’s interests in Belcourt Saxon Coal Ltd. and Belcourt Saxon Coal Limited
Partnership;

Met with other creditors and interested parties to discuss the status of the CCAA
proceedings and the saie of the Residual Assets and cerlain outstanding claims;

Oversaw the conduct of the claims process established pursuant to the Ciaims Process
Order, including the issuance of various notices of revision or disallowance pursuant to the
terms thereaof,

instructed counsel regarding the dispute with the UMWA 1974 Pension Plan in the Court
proceedings established pursuant to the Claims Process Qrder and subsequent orders of
the Court;

Atftended to govermnance matters relating to the Walter U.K. Group (as defined in the SISP
QOrder);

Continued to examine options to maximize the value of the Walter U.K. assets; and

Negotiated the Term Shest.
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53 The Walter Canada Group has been acting in good faith and with due diligence in these
proceedings.

SWORN BEFORE ME at the City of Toronto, in

) .
the Prd\/inc@ntario, on December 2, 2016. ) W ; | g__l
) e d 4
./‘\ — ; [ If v;- -
)

Commissioner for Taking Affidavits and Notary WILLIAM E. AZiZ
Pubiic in tI Province of Ontario
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SCHEDULE “A”
Patltioners

Waiter Canadian Coal ULC
Wolverine Coal ULC

Brule Coal ULC

Cambrian Energybuild Holdings ULC
Willow Creek Coal ULC

Pine Valley Coal, Ltd.

0541237 B.C. Ltd.
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