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Court File No. CV-14-10695-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

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

AND IN THE MATTER OF A PROPOSED PLAN OF
COMPROMISE OR ARRANGEMENT WITH RESPECT TO

U. S. STEEL CANADA INC.

RESPONDING AFFIDAVIT OF WILLIAM E. AZIZ
SWORN August 11, 2016

(re: OPEB Motion)

I, William E. Aziz, of the Town of Oakville, in the Province of Ontario, MAKE OATH

AND SAY:

1. I am the President of BlueTree Advisors II Inc., which has been retained by U. S. Steel

Canada Inc. (“USSC” or the “Applicant”) to provide my services to USSC as Chief

Restructuring Officer (“CRO”) of USSC in accordance with the engagement letter dated

September 16, 2014. I report to the board of directors of USSC.

2. As the Chief Restructuring Officer of USSC, I have personal knowledge of the matters

deposed herein, except where I have indicated that I have obtained facts from other sources, in

which case I verily believe those facts to be true. I have spoken with certain of the officers,

advisors and/or employees of USSC as well as the Monitor, as necessary, and where I have relied

on information from such discussions, I believe such information to be true.

3. I swear this affidavit in response to a motion by the United Steel, Paper and Forestry,

Rubber, Manufacturing, Energy, Allied Industrial and Service Workers International Union (the
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“USW”, an international trade union working together with its local unions Local 1005 and

Local 8782 (collectively, the “Union”)), and the non-USW active and retired employees of

USSC (the “Salaried Employees”, together with the Union, the “Moving Parties”) for an order

reinstating the payment of post-employment benefit plans (“OPEBs”) that the Court authorized

USSC to suspend effective October 9, 2015 pursuant to the order dated October 9, 2015 (the

“Cash Conservation and Business Preservation Order”). Attached hereto as Exhibit “A” is a

copy of the Cash Conservation and Business Preservation Order and related Reasons for

Decision.

BACKGROUND

4. USSC is a leading steel producer that conducts most of its business from two large steel

plants – one located in Hamilton, Ontario (“HW”) and one located in Nanticoke, Ontario

(“LEW”).

5. On September 16, 2014, USSC obtained an initial order (as amended and restated from

time to time, the “Initial Order”) pursuant to the Companies’ Creditors Arrangement Act

(“CCAA”), among other things, granting a stay of proceedings and appointing Ernst & Young

Inc. as monitor (the “Monitor”).

6. USSC has undertaken a complex court-supervised restructuring process with the view of

preserving the ongoing value of its operations while exploring restructuring solutions with key

stakeholders.

7. A sale and restructuring/recapitalization process (“SARP”) was authorized on April 2,

2015. The SARP did not result in an executable transaction and it was discontinued on October

9, 2015.
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8. USSC then undertook a sale and investment solicitation process (“SISP”) as required

pursuant to the Amended and Restated DIP Term Sheet between USSC and Brookfield Capital

Partners Ltd. (the “DIP Lender”), dated November 5, 2015 (as amended and restated, the “DIP

Term Sheet”).

9. The SISP is presently at a critical phase. USSC and its advisors have been working with

the Phase 2 bidders, including facilitating negotiations and consultations between bidders and

certain key stakeholder groups. The bidders were given August 5, 2016 as a target date for

negotiations with key stakeholder groups including the Union and the Province of Ontario.

10. On August 5, 2016, negotiations with certain of the key stakeholder groups were

scheduled to continue and, to the best of my knowledge, are ongoing at the time of swearing this

affidavit. At the same time, USSC and its advisors are considering available alternatives to a

going-concern transaction including a transaction or combination of transactions in the SISP for

portions of the business and/or a sale of all or some portion of the lands.

Cash Conservation and Business Preservation Order

11. In the Initial Order, USSC was permitted but not required to continue to provide OPEBs

to eligible former employees, their spouses and their dependants in the ordinary course of

business and consistent with existing compensation policies and arrangements.

12. As described in my affidavit dated September 17, 2015, attached hereto (without

exhibits) as Exhibit “B”:

(a) USSC provided OPEBs to approximately 20,600 former salaried and unionized

employees and their spouses and dependants, including prescription drugs, dental,
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other medical, hospital and vision coverage, and life insurance pursuant to plans

maintained by the company (the “OPEB Plan”);

(b) The USSC August 31, 2015 balance sheet reflected a total present accounting

value of future OPEB contingent liabilities to be $871 million. No corresponding

assets are maintained by USSC to pre-fund the benefit obligations; rather, claims

were paid by USSC under a contract administered by Green Shield Canada

(“Green Shield”) on a pay-as-you-go basis;

(c) At the time, USSC was making OPEB payments totalling approximately $3.6

million each month inclusive of life insurance premiums.

13. USSC continued to provide OPEBs in accordance with the terms of its OPEB Plan from

the date of the Initial Order until October 9, 2015, making payments totalling $43.3 million in

respect of the OPEBs, including life insurance, in that timeframe.

14. On October 9, 2015, the Cash Conservation and Business Preservation Order authorized

USSC to suspend the payment of various amounts including payments in respect of “OPEB

Claims” (as defined in the Cash Conservation and Business Preservation Order) and payments

on account of any OPEB Plan-related costs and expenses incurred on or after October 9, 2015.

15. In accordance with the Cash Conservation and Business Preservation Order, USSC has

continued to pay premiums under the group insurance policy between USSC and Desjardins

Financial Security Life Assurance Company under Policy number 530005 for life insurance

benefits for former salaried and unionized employees.

16. The USW sought leave to appeal the suspension of payments pursuant to the OPEB Plan.

Leave to appeal was denied by the Ontario Court of Appeal on February 1, 2016.
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17. At the time the Cash Conservation and Business Preservation Order was issued, USSC

provided a forecast, attached to my affidavit sworn September 28, 2015 that forecasted EBITDA,

changes to working capital, DIP draws and closing cash, among other things, between September

2015 and July 2016 (the “Forecast”). Attached hereto as Exhibit “C” is a copy of my

September 28, 2015 affidavit, with Exhibit “B” attached.

USSC RESULTS DO NOT JUSTIFY REINSTATING OPEB PAYMENTS

18. I have reviewed the affidavit of Paul Bishop, sworn July 20, 2016, in support of the

motion of the Moving Parties (the “Bishop Affidavit”). In it, Mr. Bishop focuses on the cash

position of USSC. In my view, a focus on only the cash position of USSC is misleading and

does not fully encompass the complexities of the business. To make an accurate assessment of

USSC’s financial position, it is important to also understand USSC’s actual earnings and those

earnings relative to the Forecast, as well as the sources of cash held by USSC and the priority

claims to that cash.

EBITDA and Income from Operations

19. USSC’s actual cumulative EBITDA results were tracking directly to the Forecast to May

31, 2016:

Forecast (m) Actual (m) 1

Oct 2015 ($12) ($5)

Nov 2015 ($13) ($7.6)

1 The actual EBITDA cited in this chart and in this affidavit is as reported in the 28th Report of the Monitor dated
July 25, 2016 (the “28th Report”), para 34, and adjusted as set out in paragraph 34 of the 28th Report.
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Dec 2015 ($12) ($10.5)

Jan 2016 ($10) ($24.8)

Feb 2016 ($8) ($17.3)

Mar 2016 ($6) ($10.8)

Apr 2016 ($7) ($5.0)

May 2016 ($7) $5.7

TOTAL ($75) ($75)

20. In June 2016, actual EBITDA was $14.5 million versus the projected EBITDA of

negative $9 million. The cumulative forecast EBITDA of negative $84 million is compared to

the negative $61 million actual EBITDA for the period ending June 2016. As can be seen in

these figures, EBITDA has varied from the Forecast in certain months – with at least two months

(January and February 2016) having EBITDA results significantly below the Forecast – and

every month except May and June 2016 producing negative EBITDA. The actual EBITDA

results have not shown a specific upward or downward trend consistently in the October 2015 to

June 2016 timeframe.

21. EBITDA results were positive in May 2016 and June 2016 for the first time since at least

August 2015, according to the Monitor. USSC reported positive income from operations

(“IFO”) in June 2016, for the first time in 2016. The significance of USSC having positive IFO

for the first time in 2016 cannot be understated. This is not a trend and is certainly not enough to

counter the losses from operations prior to that time.
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22. In summary, USSC lost a significant amount of money between October 2015 and the

end of May 2016, with total adjusted IFO of negative $139.7 million and total EBITDA of

negative $75 million for that period.

23. While USSC has had one month in which it generated positive IFO, it is important to

keep in mind that a) in every other month since October 2015, USSC lost money from operations

and there have only been two months in that timeframe during which EBITDA was not negative;

b) USSC’s overall EBITDA and IFO results since October 2015 are negative, with adjusted IFO

losses in excess of $130 million; c) for the period to the end of May 2016, EBITDA was tracking

to the Forecast (i.e., actual EBITDA was consistent with the forecast that demonstrated the

extremely challenging circumstances faced by USSC and supported the suspension of OPEB

payments and other amounts); and d) the fact that USSC did not incur losses in EBITDA in May

and June 2016 was driven in large part by a combination of factors, some of which were outside

of the control of USSC management.

24. In particular, EBITDA increased in May 2016 and June 2016 chiefly due to the increase

in gross margins, which was driven by the following factors that can change quickly:

(a) Lower costs for key raw materials, such as iron ore and coal, as of Q2 2016;

(b) Higher North American steel prices, which, I am advised by Gideon Volschenk,

Director of the Financial Advisor, have increased by 40.5% since January 2016

after generally declining since August 2014; and

(c) A weakened Canadian dollar vis-à-vis the US dollar that benefits USSC since a

significant percentage (from approximately 48.7% in 2015 to approximately

24.2% year-to-date to June 2016) of its revenue is in US dollars while a
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signification portion of its non-raw material operating costs are in Canadian

dollars.

25. USSC has also been successful in replacing the lost automotive OEM sales volume to

with other sales volume; however, the 2016 year-to-date average selling price of this replacement

volume has decreased as a result of market pricing for the types of steel being sold, making the

relative impact of the current sales mix unfavourable.

26. The factors that have driven the recent improvement in EBITDA, particularly steel prices,

are subject to dramatic short-term changes. I am advised by Mr. Volschenk that forward curves

and research analysts are generally forecasting a decline in steel prices by the 2016 year end.

Significant capacity currently remains offline globally and it is anticipated that trade actions in

the U.S. and other countries will likely result in some of the excess global capacity being

directed to sales of steel in the Canadian market. The possibility of dumping of steel in Canada

and the volatility of the economic inputs to EBITDA all suggests that steel prices can be

expected to decline in Canada during the near term.

Cash Position

27. USSC’s cash position has increased since implementation of the Cash Conservation and

Business Preservation Order notwithstanding that it continued to incur IFO losses to the end of

May 2016. However, an increased cash position does not reflect an ability to reinstate OPEB

benefits (particularly in the face of overall IFO and EBITDA losses, which demonstrate that

accumulating cash to the end of May 2016 did not come from increased income). It is critical to

any discussion of USSC’s cash position to understand how the cash position was derived. This

is discussed below. In addition, it is important to recognize that a healthy cash position has

numerous benefits to USSC and to its restructuring.
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Benefits of Cash Position

28. The benefits to USSC and its restructuring of its cash position include:

(a) Enabling USSC to operate reliably and without interruption, particularly in a

market subject to dramatic short-term changes in prices;

(b) Ensuring USSC has sufficient liquidity to continue operations without requiring it

to liquidate assets or draw on the DIP facility – not only does this reduce

operating costs by reducing the cost of borrowing but also it prevents secured and

other priority creditors from curtailing the restructuring efforts out of a concern

that security is being eroded;

(c) Positioning USSC to be able to meet the increased expenditures that are incurred

on a seasonal basis for the shipment of raw materials prior to the close of the

shipping season for the winter freeze;

(d) Permitting USSC to make necessary capital expenditures to the extent it is

required to do so in advance of any sale to a going concern buyer;

(e) Providing flexibility to USSC in its restructuring process, including by permitting

it to continue to operate while pursuing a going concern solution on a timeline

that is not dictated by cashflow constraints. This is important given the

complicated multi-party negotiations that have been and continue to be taking

place; and

(f) Achieving better payment terms from suppliers and assuaging doubts from

customers who are looking for certainty of supply.
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29. For these reasons, and the resulting benefits to USSC’s operations and SISP process,

USSC has, since the Cash Conservation and Business Preservation Order, demonstrated a

preference to preserve its cash position as much as possible.

Sources of Cash

30. USSC’s cash position increased chiefly as a result of converting working capital

(primarily raw material inventory) into cash and deferring capital expenditures.

(a) As set out in the 28th Report of the Monitor:

(i) The net change in USSC’s cash position between October 2015 and the

end of June 2016 was $67.8 million whereas the net change in working

capital between October 2015 and June 2016 was a reduction of $138.6

million (see the chart at paragraph 34); and

(ii) USSC’s actual capital expenditures were $4.2 million rather than the

estimated $18 million set out in the Forecast (see the chart at paragraph

35).

(b) Relative to the Forecast, the net change in USSC’s cash position from October

2015 to the end of May 2016 was $115 million higher than the forecast net

change for that period whereas the change in working capital and deferred capital

expenditures in that period differed from the Forecast change for that period by a

similar amount – $102 million. From October 2015 to the end of June 2016, due

to higher EBITDA in that one month, the overall net closing cash was $92 million

higher than the Forecast whereas the change in working capital and capital

expenditures differed from the Forecast by $54 million.



Page 11

(c) The conclusion from this information is that substantially all of the increase in

USSC’s cash position has not been generated by way of income from operations

but rather by converting working capital into cash and deferring capital

expenditures (with USSC having a higher cash position than forecast but also a

greater change in working capital and capital expenditures than forecast).

(d) The distinction is crucial since, in order to continue operations, USSC will have to

purchase raw material inventory and make necessary capital expenditures, which

will once again reduce cash and increase other working capital.

(e) The accumulation of cash as a result of the conversion of other working capital

reflects the seasonality in USSC’s business. The cyclicality of the business

requires that cash will be converted back into raw material inventory, then

finished goods inventory and accounts receivable. USSC will be required to

invest in rebuilding such inventories in preparation for the winter freeze and

related decrease in shipping capacity. It would be misleading to point to the high

water-mark in this general cycle and call it the new normal or surplus.

(f) In addition, USSC has been prudent but will need to make capital expenditures to

maintain its production capabilities. This includes the previously disclosed

intention to perform certain blast furnace repairs in October 2016 at the LEW

facility. USSC anticipates these expenditures to be approximately $8 million and

these costs and the repair activities themselves will impact earnings in the period

while these repairs are undertaken.

31. In addition, USSC has received increased support from suppliers.
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(a) At the time of the Cash Conservation and Business Preservation Order and in

creation of the Forecast, USSC and its advisors could not assume that suppliers

would continue to extend credit terms to USSC. However, likely in part due to

the effect of the Cash Conservation and Business Preservation Order and USSC’s

increased cash position, suppliers have been extending credit terms to USSC.

(b) While availability of credit terms from suppliers has improved USSC’s cash

position, this results in post-filing accounts payables. These amounts must be

paid in accordance with the Initial Order. It is important that USSC not take any

actions that could be seen as imperilling repayment of these post-filing amounts

or the credit terms made available by suppliers.

32. Also, the cash conservation measures implemented pursuant to the Cash Conservation

and Business Preservation Order have resulted in increased cash. According to the Monitor, had

these amounts not been suspended, based on assumptions regarding average payments and

funding, and assuming payment of post-filing payables, USSC would have had an ending cash

position of negative $54.1 million as at May 31, 2016 (or positive $67.5 million with continuing

trade credit) rather than a positive cash position of approximately $154 million.

33. Relative to the Forecast, some increase in cash is attributable to improved market

conditions for steel products and USSC has benefited from lower raw material costs and higher

steel prices. As described above, these prices and costs (particularly steel prices) are subject to

significant short-term changes.

34. Accordingly, while USSC’s cash position has increased, to conclude that this means

USSC is able to reinstate OPEB payments would be to ignore the sources of that cash (namely a

conversion of working capital to cash, the deferral of capital expenditures, and supplier credit
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terms) and the fact that cash will need to be used for working capital (particularly raw materials

as the winter season approaches), necessary capital expenditures, and payment for post-filing

supplies in accordance with the credit terms.

35. Finally, it is important to recognize that USSC’s cash position is subject to volatility due

to the variability of steel prices and input costs (iron ore, metallurgical coal and scrap) and

declined between April 2016 and June 2016. The chart at paragraph 34 of the Monitor’s 28th

Report shows that the cash balance has declined from a high in April 2016 of $163.8 million to

$131.4 million at the end of June 2016 (a decrease of $32.4 million). Moreover, the cash

position was higher in December 2015 than it was at the end of June 2016, although it very

quickly declined in January 2016 by over $40 million in one month as cash was spent on raw

material inventory.

OTHER CREDITORS AND PRIORITY CLAIMS

36. When considering whether to pay unsecured obligations, consideration must be given to

secured and other priority claims that have been asserted. In this case, USS has been found by

the CCAA Court to hold a secured claim in the amount of approximately USD $118.7 million.

In addition, there are potential statutory liens relating to the HW and LEW lands.

37. Further, as discussed above, there are post-filing payables of approximately $95.5 million

as at the end of June 2016.

IMPACT ON THE RESTRUCTURING

38. The cash conservation measures in the Cash Conservation and Business Preservation

Order were designed to enable USSC to continue operations while seeking to minimize potential

diminution in collateral value for creditors and ensure it has sufficient liquidity and continued
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access to financing to continue in operations as it implemented the SISP and sought to identify

and pursue a going concern transaction. These goals have not changed.

39. As noted above, the SISP is ongoing and it is at a critical juncture. USSC is continuing to

pursue a going concern sale transaction and has been working diligently to achieve that goal. In

addition, USSC is also seeking to ensure it is in the best position possible should the SISP not

produce a going concern transaction for the entire business and USSC is required to continue

operations while seeking an alternative solution. As described above, the cash position of USSC

will serve to provide additional stability in the business and flexibility in the SISP process.

40. I am of the view that it would be preferable for all parties to achieve a going concern

transaction in the SISP. The extent to which OPEBs will be provided to USSC’s former salaried

or unionized employees and their eligible spouses and beneficiaries (the “OPEB Beneficiaries”)

subsequent to a going concern transaction is the subject of negotiation between the Moving

Parties and bidders in the SISP process. The steps that USSC has taken, including accumulating

cash, which it has achieved by the methods set out above notwithstanding its continuing

operating losses to the end of May 2016, have been focused on preserving the business and

achieving a successful restructuring. I believe that it is important to continue to work toward this

goal rather than to sacrifice the longer-term solution in favour of reinstating the OPEBs at this

time.

DIP

41. The DIP Term Sheet was amended and extended on January 22, 2016 (the “First

Amending and Extension Agreement”) and again on July 15, 2016 (the “Second Amending

and Extension Agreement”). The DIP Term Sheet (without schedules), the First Amending and
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Extension Agreement and the Second Amending and Extension Agreement are attached here as

Exhibits “D”, “E” and “F”, respectively.

42. If USSC is ordered by this Court to reinstate payment of OPEB Claims then an Event of

Default pursuant to the DIP Term Sheet may be triggered.

OPEB BENEFITS AND TRANSITION FUND

43. Since the issuance of the Cash Conservation and Business Preservation Order on October

9, 2015 in which this Court ordered the suspension of all payments in respect of OPEBs to OPEB

Beneficiaries:

(a) In accordance with the Cash Conservation and Business Preservation Order,

USSC is continuing to pay the premiums for life insurance coverage for OPEB

Beneficiaries of approximately $440,000 per month; and

(b) OPEB Beneficiaries resident in Ontario have had access to the Transition Fund

(defined and described below) as well as provincial programs, including various

benefit plans established by the Government of Ontario (the “Province”) for

Ontarians at large (the “Provincial Benefit Plans”). Attached as Exhibit “G” is

a high-level summary of certain Provincial Benefit Plans available in Ontario,

which was prepared by counsel to USSC at Hicks Morley.

44. The Transition Fund was created by the Province specifically for OPEB Beneficiaries in

order to transition them to other supports and programs for claims arising after October 9, 2015.

It is administered by Green Shield and a committee that I understand is made up of designated

representatives of the Union, non-unionized retirees, and the Province, with assistance from the

Monitor. Attached hereto as Exhibit “H” is a copy of the December 23, 2015 Transition Fund
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Order of this Court, approving the operation and administration of the Transition Fund in

accordance with the “Transition Fund Memorandum”. It is my understanding that the Moving

Parties supported the eligibility, operation and administration of the Transition Fund as set out

therein.

45. The Province initially contributed $3 million to the Transition Fund. In July 2016, the

Province announced it would be providing an additional $2.65 million in funding.

46. The Province’s initial $3 million contribution to the Transition Fund was divided into two

tranches of benefit coverage:

(a) Tranche 1 ($2.5 million) – Prescription Drugs. Generally, this provides coverage

for prescription drugs that would have been covered under the USSC OPEB Plan

but that are not covered by the Provincial Benefit Plans or other available sources

of coverage.

(b) Tranche 2 ($500,000) - Other dental and health benefits. Generally (i) dental

extractions and endodontics, major dental services in emergency situations and

the repair of dental appliances; and (ii) other health expense claims (in each case

to the extent that such amounts were covered under the USSC OPEB Plan, are

medically necessary, and the OPEB Beneficiary is unable to pay for the benefit,

or payment will cause economic hardship, and there is no alternate source of

coverage).

47. There are certain benefits that were previously covered under the USSC OPEB Plan that

are not covered under the Transition Fund including routine dental and vision care and

paramedical services such as massages and orthotics. In addition, out-of-province costs and

travel insurance are not covered by the Transition Fund.
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48. These parameters were not set by USSC. I understand that the Province consulted

extensively with the Moving Parties in setting eligibility coverage and benefits covered under the

Transition Fund as well as in setting the mechanisms for submitting claims, benefit payments

and adjudication matters.

49. Upon written consent of the Moving Parties, the Monitor and the Province, the benefit

coverage and eligibility criteria for the Transition Fund may be amended as needed pursuant to

section 3(c) of the December 23, 2015 Transition Fund Order.

50. The Monitor advises that it receives monetary information from Green Shield on the

claims received and paid as they process all claims. The Monitor then provides anonymous

reporting to the Province and the Moving Parties on claims received and paid from the Transition

Fund as well as concerns that arise.

51. The Transition Fund commenced on January 1, 2016 and was to be continued until the

earlier of March 31, 2016 and the date on which the Transition Fund was depleted. In fact,

eligible claims under the Transition Fund have been less than originally expected. As at July 31,

2016, $2,938,327.36 worth of OPEB claims have been paid from the Transition Fund.

$61,672.64 remains in the Transition Fund in addition to the additional $2.65 million in funding

announced in July 2016.

52. It is difficult to predict the actual cost of OPEB coverage if the OPEB Plan is reinstated

since:

(a) It is reasonable to expect that a large number of OPEB Beneficiaries may obtain

dental, vision care or other treatments, services and products that were not

covered by the Transition Fund or other Provincial Benefit Programs, leading to
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an increase in such treatments that were delayed or deferred since October 2015;

and

(b) There will be incentive for OPEB Beneficiaries to undertake services, including

routine dental and vision care, massages and orthotics, before completion of a

going concern or alternative transaction or conclusion of the SISP that may result

in different OPEB coverage following the completion of any transaction.

53. As a result, while USSC was paying approximately $3.6 million per month prior to the

Cash Conservation and Business Preservation Order, inclusive of life insurance premiums, the

actual monthly cost may be much higher if the OPEB Plan is reinstated in full at this time, even

if the payments were only reinstated for a limited period of time prior to completion of any

transaction.

54. Overall, there is uncertainty regarding the actual cost to USSC if it was required to

resume payments under the OPEB Plan and there may be “pent-up” demand and incentives to

undertake services before conclusion of the SISP. I believe it would be inappropriate, at this

time, to require USSC to commit its cash resources - generated chiefly by decreasing working

capital, deferring capital expenditures and supplier terms – to these open-ended, pre-filing,

unsecured obligations.

55. The EBITDA results show that there has not been a significant change in the profitability

of USSC’s operations when compared to the Forecast provided to the Court in support of the

Cash Conservation and Business Preservation Order. One month of positive IFO should not

drive precipitous action, especially at a time in which USSC is focusing on creating stability and

pushing toward a restructuring solution for the benefit of all stakeholders.
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56. Accordingly, while requesting the suspension of payments under the OPEB Plans was a

difficult decision, I believe that it continues to be necessary and in the best interests of achieving

a successful restructuring to not reinstate payment of the amounts suspended under the Cash

Conservation and Business Preservation Order.

57. This affidavit is sworn in response to the motion of the Moving Parties set out above, and

for no other or improper purpose.

SWORN BEFORE ME at the Town of
Baysville, in the Province of Ontario,
this 11th day of August, 2016.

)
)
)
)
)

William E. Aziz

Commissioner for Taking Affidavits
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Loan Parties or to give any notice, except as required by the DIP Order 
(defined below) or the Business Preservation Plan Order (defined 
below)) on the earlier of (i) a demand for repayment of the Facility by the 
Lender following the occurrence of any Event of Default hereunder 
which has not been cured in accordance with the Loan Documents; (ii) 
January 28, 2016 or, if the First Extension Option (defined below) is 
exercised, July 28, 2016 or, if the Second Extension Option (defined 
below) is exercised, December 31, 2016, or such other date as the 
Borrower and the Lender may agree to in writing; (iii) the completion of 
the sale of all or substantially all of the assets of the Borrower in the 
aggregate; (iv) the effective date of any plan of any compromise or 
arrangement filed by the Borrower in the CCAA Proceedings; (v) the 
date on which the Borrower’s Business Preservation Plan (defined 
below) is terminated; and (vi) the date on which the Borrower decides to 
commence liquidation of its assets under the CCAA or otherwise (the 
earliest of such dates being the "Maturity Date"). 

Purpose: To provide for the short-term liquidity needs of the Borrower while under 
CCAA protection. 

Closing: Closing shall occur as soon as reasonably possible following the issuance 
of the Business Preservation Plan Order, which shall be obtained by no 
later than October 28, 2015, unless otherwise agreed in writing by the 
Lender. 

Use of Proceeds: The Borrower is authorized to use the Loan Amount: (i) to provide working 
capital and for other general corporate purposes of the CCAA Debtors; (ii) 
to make payments necessary to comply with the initial order granted in the 
CCAA proceedings, as amended and restated (the “Initial Order”); (iii) to 
provide guarantees, letters of credit, and other forms of credit support 
related to the CCAA Debtors’ business and operations, (iv) to repay 
drawings on the Borrower’s existing DIP facility and unpaid interest, fees 
and expenses, if any, and (v) to pay interest, fees and expenses payable 
under the Facility and this Term Sheet, in each case provided that the 
amounts expended in respect of the foregoing paragraphs (i) to (v) shall be 
consistent with the applicable Agreed Budget. 

Commitment Fee: The Borrower has paid to the Lender or its designated affiliate an amount 
equal to 3% of $150,000,000 (the “Original Loan Amount”) as a 
commitment fee (the “Commitment Fee”) in accordance with the Original 
Term Sheet as amended by the letter from the Lender to the Borrower 
dated July 30, 2015, which Commitment Fee (i) was earned upon 
acceptance by the Borrower of the Original Term Sheet and receipt by the 
Borrower of notice in writing from the Lender that the diligence condition in 
paragraph (a) of the “Conditions Precedent to Initial Funding” had been 
waived or satisfied and (ii) was payable within one business day following 
the day that the DIP Order was issued, unless otherwise agreed by the 
Lender.  

Amendment & Waiver 
Fee: 

The Borrower shall pay to the Lender or its designated affiliate an amount 
equal to 2% of the Loan Amount as an amendment and wavier fee (the 
“Amendment & Waiver Fee”), which Amendment & Waiver Fee (i) the 
Borrower acknowledges and agrees was earned on September 25, 2015, 
upon service by the Borrower of this Term Sheet on the service list for the 
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CCAA Proceedings, and (ii) shall be payable as soon as reasonably 
possible after the issuance of the order of the Court approving this Term 
Sheet and the business preservation plan of the Borrower (the “Business 
Preservation Plan Order”) and, in any event, no later than two (2) 
business days after the date hereof, or, if the Business Preservation Plan 
Order is not issued, then the Amendment & Waiver Fee shall be payable on 
the day that the Borrower learns that the Business Preservation Plan Order 
will not be issued, unless such Amendment & Waiver Fee is waived in 
writing by the Lender.   

Monitoring Fee: The Borrower shall pay to the Lender or its designated affiliate a monthly 
monitoring fee equal to 0.1% of the Loan Amount (the “Monitoring Fee”), 
which Monitoring Fee shall be due and payable monthly in arrears on the 
same day as interest on the Loan Amount is payable. 

Extension Option: No later than 15 days prior to January 28, 2016, the Borrower may request 
and the Lender may agree to extend the Maturity Date for a period of six (6) 
months from January 28, 2016 to July 28, 2016 (the "First Extension 
Option") provided that the Borrower may only request the First Extension 
Option if no Default or Event of Default has occurred and is continuing, such 
request is  accompanied by an Agreed Budget (defined below) in form and 
substance satisfactory to the Lender and in consideration of a payment by 
the Borrower of a fee equal to 2% of the Loan Amount, which shall be 
payable on January 28, 2016; and no later than 15 days prior to July 28, 
2016, the Borrower may request and the Lender may agree to extend the 
Maturity Date for a period of five (5) months and three (3) days from July 
28, 2016 to December 31, 2016 (the "Second Extension Option") 
provided that the Borrower may only request the Second Extension Option 
if no Default or Event of Default has occurred and is continuing, such 
request is  accompanied by an Agreed Budget (defined below) in form and 
substance satisfactory to the Lender and in consideration of a payment by 
the Borrower of a fee equal to 2% of the Loan Amount, which shall be 
payable on July 28, 2016. 

Exit Fee: When the Facility is fully repaid and terminated, whether on the Maturity 
Date or otherwise and whether as a result of acceleration or otherwise, the 
Borrower shall pay to the Lender or its designated affiliate an amount equal 
to 2% of the Original Loan Amount as an exit fee (the “Exit Fee”), which 
Exit Fee was earned upon acceptance by the Borrower of the Original Term 
Sheet. 

Interest Rate: The Loan Amount shall bear interest, which shall be calculated by the 
Lender monthly (and communicated to the Borrower on the last business 
day of such month), compounded daily, and be payable in arrears on the 
second business day of each month, at an annual rate of interest equal to 
11% plus the greater of (i) the CDOR Rate (defined below) on the day 
interest is calculated or (ii) 1%. 

 Upon the occurrence of an Event Default, subject to applicable law, all 
amounts then owing under or in respect of the Facility will bear interest at 
the applicable interest rate plus 4% per annum. 

 For the purposes hereof, “CDOR Rate” means for any particular day the 
rate of interest equal to the average rate applicable to Canadian Dollar 
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bankers’ acceptances of a one (1) month duration quoted by Bloomberg, 
rounded to the nearest 1/100th of 1% (with .005% being rounded up), at 
approximately 11:00 a.m. (Toronto time), on such day, provided that if such 
rate is not available from Bloomberg on such day as contemplated, then the 
CDOR Rate on such day shall be calculated as the average of the rates for 
such duration applicable to Canadian Dollar bankers’ acceptances quoted 
by five of the banks listed in Schedule I of the Bank Act (Canada) selected 
by the Lender as of 11:00 a.m. (Toronto time) on such day, which 
determination shall be conclusive in the absence of manifest error. 

 All interest will be calculated on the basis of a 365 day year and actual days 
elapsed. 

Expenses: All legal fees, disbursements and other out-of-pocket expenses of the 
Lender arising from or in connection with the Original Term Sheet, this Term 
Sheet, the Facility or the CCAA Proceedings (including due diligence, 
negotiation of this Term Sheet and related documentation, preparation for 
and attendance at Court and on-going monitoring and administration) are 
for the account of the Borrower whether or not Closing occurs. Expenses 
shall be paid by the Borrower forthwith upon receipt of the Lender’s 
invoices. Any expenses incurred prior to Closing and not paid prior to 
Closing shall be paid on Closing. Any expenses incurred after Closing shall 
be paid in the ordinary course within such period of time as is acceptable to 
the Lender in its sole discretion and in any event on the Maturity Date. The 
obligation to pay expenses shall be secured by the Lender’s Charge 
(defined below) and the secured guarantees given by the Guarantors.  

Agreed Budgets: Attached hereto as Schedule "A" are the following: 

1. A rolling 13-week period detailed budget (the "Initial Agreed Weekly 
Budget"), which is in form and substance satisfactory to the Lender; and 

2. A 12-month period detailed budget (the "Initial Agreed Monthly 
Budget"), which is in form and substance satisfactory to the Lender. 

Every four weeks, the Borrower will provide the Lender with an updated 
weekly budget of the following 13 week period in a reasonably similar form 
to the Agreed Weekly Budget attached as Schedule "A" hereto (as updated, 
the "Updated Weekly Budget") describing the Borrower's updated cash 
flow requirements which must be prepared by the Borrower in good faith 
and approved by Ernst & Young Inc. in its capacity as Court appointed 
monitor (the "Monitor") in the CCAA Proceedings. An Updated Weekly 
Budget which has been approved by the Monitor and does not result in the 
occurrence of an Updated Budget Default (as defined below) may be 
submitted to the Lender for approval and, once such approval (which shall 
be at the sole discretion of the Lender) has been given in writing, shall be 
the “Agreed Weekly Budget” for the purpose of this Term Sheet. In 
addition, the Lender may from time to time require the Borrower to provide 
an updated monthly budget for the following 12 month period (but not to 
extend past the Maturity Date that applies if the Second Extension Option is 
exercised) in a reasonably similar form to the Agreed Monthly Budget 
attached as Schedule "A" hereto (the "Updated Monthly Budget") 
describing the Borrower's updated cash flow requirements, which must be 
prepared in good faith and approved by the Monitor. The Borrower shall 
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deliver an Updated Monthly Budget within three (3) business days following 
the request therefor. An Updated Monthly Budget which has been approved 
by the Monitor and does not result in an Updated Budget Default may be 
submitted to the Lender for approval and, once such approval (which shall 
be at the sole discretion of the Lender) has been given in writing, shall be 
the “Agreed Monthly Budget” for the purpose of this Agreement. The 
Lender shall provide written notice to the Borrower indicating that an 
Updated Weekly Budget or an Updated Monthly Budget has resulted in the 
occurrence of an Updated Budget Default by the close of business on the 
fifth (5th) business day following receipt by the Lender of such Updated 
Weekly Budget or an Updated Monthly Budget, failing which such Updated 
Weekly Budget or an Updated Monthly Budget shall be deemed not to have 
resulted in the occurrence of an Updated Budget Default. The Agreed 
Weekly Budget and the Agreed Monthly Budget in effect from time to time 
are referred to as the "Agreed Budgets". 

Business Preservation 
Plan: 

The Borrower shall have developed, in consultation with the Monitor and its 
financial advisors, a Business Preservation Plan to address the status of the 
sale and recapitalization process approved by the Court on April 2, 2015 
(the “SARP”) and certain decisions of U.S. Steel Inc. relating to 
Intercompany Transactions (as defined in the Initial Order) and related 
matters, which Business Preservation Plan shall be in form and substance 
satisfactory to the Lender (the “Business Preservation Plan”), and which 
shall address, inter alia, the Borrower’s operations from the date the 
Business Preservation Plan Order is issued until December 31, 2016, the 
Borrower’s plans with respect to the commencement of a new sales and 
recapitalization process, if any, and such other matters as the Borrower, in 
consultation with the Monitor and its financial advisors and with the consent 
of the Lender, deems expedient. 

Milestones: The Borrower shall meet each of the following milestones (the 
“Milestones”):  

(a) The Business Preservation Plan shall have been approved by the 
Court by October 28, 2015; 

(b) A new sales a recapitalization process (“New SARP”) shall have 
been developed by the Borrower, which shall be in form and 
substance satisfactory to the Lender and shall be approved by the 
Court by May 31, 2016; 

(c) Non-binding bids in respect of the New SARP shall have been 
received by August 31, 2016; and 

(d) binding offers in respect of the New SARP shall have been received 
by October 31, 2016. 

Advances: Provided that no Default or Event of Default has occurred and the 
Conditions Precedent have been satisfied, the Lender will make advances 
(“DIP Advances”) not to exceed the Loan Amount at any time to the 
Borrower under the Facility on the terms set out herein. 

The Borrower may request a DIP Advance by providing notice (a Draw 
Request”) to the Lender before 9:00 a.m. Eastern Standard Time on the 
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second business day prior to the date the DIP Advance is to be made. Each 
Draw Request shall be accompanied by the Weekly Reporting (defined 
below) for such week. 

DIP Advances shall be deposited into a bank account to be designated by 
the Borrower (the “Borrower’s Account”) and utilized by the Borrower in 
accordance with the terms of this Agreement.  Each advance shall be in a 
minimum amount of $10,000,000 and increments of $1,000,000 thereafter.  
The Borrower’s Account shall be subject to a first priority security interest in 
favour of the Lender (subject to the Administration Charge Part 1, the D&O 
Charge and the Permitted Priority Liens). 

For greater certainty, the Borrower’s Account must be a separate 
segregated account of the Borrower at a financial institution approved by 
the Lender. 

Security: The Loan Parties shall execute and deliver or cause to be executed and 
delivered such loan and collateral security documentation as may be 
required by the Lender in its discretion, including without limitation such 
loan agreements, guarantees, security agreements, financing statements, 
opinions or other documents and information, in form and substance 
satisfactory to the Lender, as the Lender may require (collectively, the 
"Loan Documents”). 

 The Loan Documents shall contain terms consistent with this Term Sheet, 
and may contain such additional terms as the Lender requires, acting 
reasonably. 

 All obligations of the CCAA Debtors (including the Borrower) under or in 
connection with the Facility, the Original Term Sheet and this Term Sheet 
and any other Loan Documents shall be secured by a Court-ordered charge 
(the "Lender’s Charge"), over all present and after-acquired property, 
assets and undertakings of the Borrower, including for greater certainty, any 
insurance proceeds payable to the Borrower pursuant to section 21 of the 
Initial Order or otherwise. The Lender’s Charge shall rank in priority to all 
liens, charges, mortgages, encumbrances and security interests of any kind 
whatsoever granted to other creditors, interest holders, lien holders and 
claimants subject in priority only to: 

 (a) a Court-ordered administration charge on the assets of the CCAA 
Debtors to secure payment of professional fees in an aggregate 
amount not to exceed $6,500,000 (the "Administration Charge 
Part 1"); 

 (b) a directors and officers liability charge on the assets of the CCAA 
Debtors in an amount not to exceed $39,000,000 (the “D&O 
Charge”); and 

 (c) (i) specific purchase-money security interests or financing leases 
granted to secure Permitted Debt, and in respect of which the 
Lender has received confirmation by way of subordination or as to 
its limited or specific nature, all of which is to be satisfactory to the 
Lender; (ii) statutory super priority deemed trusts and liens for 
unpaid employee source deductions; (iii) those liens evidenced by 
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the registrations listed in Schedule “B” hereto; (iv) cash collateral in 
the amount pledged by the Borrower from time to time in respect of 
letters of credit issued on its behalf from time to time in the ordinary 
course of business, provided however that such amount shall not 
exceed $12,000,000.00 without the prior written consent of the 
Lender; and (v) such other permitted liens as may be agreed to in 
writing by the Lender (collectively, the “Permitted Priority Liens”). 

 For greater certainty, the Lender’s Charge shall be in priority to all liens, 
charges, mortgages, encumbrances and security interests of any kind 
whatsoever other than the Administration Charge Part 1, the D&O Charge 
and the Permitted Priority Liens. 

Conditions Precedent to 
Initial Funding: 

Each of the following conditions precedent shall have been satisfied before 
the Lender is obligated to provide the initial funding under the Facility: 

 (a) The Lender shall have successfully completed due diligence to its 
satisfaction in respect of the Loan Parties. 

 (b) The Court shall have issued an order (the “DIP Order”), inter alia, 
approving the making of the loans as set out in the Original Term 
Sheet, providing that the Lender shall be an unaffected creditor for 
the purposes of any plan of compromise and arrangement filed by 
the Borrower, and granting the Lender’s Charge, such DIP Order to 
be in form and substance satisfactory to the Lender. 

 (c) The motion for the DIP Order, in form and substance satisfactory to 
the Lender, shall have been served on such parties as are required 
by the Lender in its sole discretion at least five (5) business days 
prior to the hearing date of the motion for the issuance of the DIP 
Order unless waived in writing by the DIP Lender. 

 (d) The DIP Order shall not have been amended, restated or modified 
in any manner that is not acceptable to the Lender. 

 (e) The Lender shall have received the Initial Agreed Weekly Budget 
and the Initial Agreed Monthly Budget, and the same shall be in 
form and substance acceptable to the Lender and the Monitor. 

 (f) The Lender shall be satisfied that the Borrower has complied with 
and is continuing to comply in all material respects with all 
applicable laws, regulations and policies in relation to their 
business. 

 (g) The Lender shall be satisfied that there are no liens, mortgages, 
charges, encumbrances, hypothecs, security interests, trusts or 
other interests of any kind or nature whatsoever (“Liens”) ranking 
ahead of the Lender’s Charge, except as provided for herein. 

 (h) The Lender shall have received this Term Sheet and any other 
Loan Documents, duly executed by all the parties thereto. 

 (i) All fees, expenses and other costs payable in accordance with this 
Term Sheet and any other Loan Documents shall have been paid to 
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the Lender, or shall be paid immediately upon funding. 

 (j) The Lender shall be satisfied that no Material Adverse Change 
(defined below) in the financial condition, operation or prospects of 
the Borrower shall have occurred after the date of this Term Sheet. 

 (k) The Lender shall have received evidence satisfactory to it, in its 
sole discretion, that the Borrower’s Account has been opened by 
the Borrower. 

 (l) No Default or Event of Default shall have occurred and be 
continuing. 

 (m) The Business Preservation Plan shall be in form and substance 
satisfactory to the Lender. 

 (n) The Court shall have issued the Business Preservation Plan Order, 
inter alia, approving this Term Sheet and the making of the loans as 
set out herein, providing that the Lender’s Charge shall secure all 
obligations under this Term Sheet and approving the Borrower’s 
Business Preservation Plan, such Business Preservation Plan 
Order to be in form and substance satisfactory to the Lender. 

 (o) The motion for the Business Preservation Plan Order, in form and 
substance satisfactory to the Lender, shall have been served on 
such parties as are required by the Lender in its sole discretion at 
least five (5) business days prior to the hearing date of the motion 
for the issuance of the Business Preservation Plan Order. 

 (p) The Business Preservation Plan Order shall not have been 
amended, restated or modified in any manner that is not acceptable 
to the Lender. 

 (q) The Lender shall have received the initial Liquidation Value 
calculation and the same shall be in form and substance acceptable 
to the Lender, including in respect of format, assumptions used, 
applicable discounts applied, and such other factors and matters as 
may be required by the Lender at its sole discretion. 

 (r) The DIP Order and the Business Preservation Order shall have 
been registered on title in respect of any real property of the 
Borrower and the Lender shall have received evidence of such 
registration that is satisfactory to the Lender at its sole discretion. 

Initial Limitation on 
Advances: 

Advances shall not exceed $25,000,000 until all applicable appeal periods 
related to the Business Preservation Plan Order shall have expired and 
any appeal or motion for leave to appeal shall have been fully disposed of 
with no further right of appeal or leave to appeal.  

Conditions Precedent to 
All Fundings: 

Each of the following conditions precedent shall have been satisfied before 
the Lender is obligated to provide a funding under the Facility: 

 (a) The Lender shall have received a written Draw Request. 
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(b) No Default or Event of Default shall have occurred and be 
continuing.  

(c) The representations and warranties set out herein shall be true 
and correct on the date of the Advance.  

(d) The Loan Parties shall be in compliance with all terms of this Term 
Sheet, the DIP Order, the Business Preservation Plan Order and 
any other orders of the Court. 

Collateral Coverage 
Covenant: 

At all times, Liquidation Value (defined below) minus the amount of all 
claims secured by the Administration Charge Part 1, the D&O Charge and 
such other line items as are reflected in Schedule “C” must be equal to or 
greater than $100,000,000 plus the amount of all outstanding Advances 
made pursuant to this Term Sheet and any interest, fees and expenses 
owing in respect of this Term Sheet.  

Optional Prepayment: The Borrower may prepay any amounts outstanding under the Facility at any 
time prior to the Maturity Date, provided that any prepayment shall be of at 
least $10,000,000 and shall only be made upon two (2) days prior written 
notice to the Lender.  Amounts prepaid may not be redrawn. 

Mandatory Prepayment: Unless otherwise consented to in writing by the Lender, the Borrower shall 
make the following mandatory prepayments of the Loan Amount at the 
time of receipt of the net cash proceeds of any of the following, in an 
amount equal to 100% of the net cash proceeds: (i) upon receipt of net 
cash proceeds from the issuance by any of the Loan Parties of any 
indebtedness other than (a) trade payables incurred in the ordinary course 
of business and (b) capital leases and purchase money security interests 
for equipment (and, for greater certainty, excluding inventory) incurred in 
the ordinary course of business up to an aggregate maximum amount of 
$10,000,000 ((a) and (b) collectively “Permitted Debt”, which, for 
greater certainty, shall not include any purchase money security 
interests for inventory); (ii) upon receipt of insurance proceeds or 
condemnation awards unless the Loan Parties reinvest such proceeds in 
similar assets prior to the earlier of the Maturity Date and 90 days from the 
receipt of such proceeds; (iii) upon receipt of net proceeds of the sale, 
transfer, lease or other disposition of any of the Loan Parties’ property, 
assets or undertakings outside the ordinary course of business (including 
any liquidation of inventory or other working capital) where such net 
proceeds of sale exceed $25,000 in the aggregate; (v) after the 
occurrence of a Default or an Event of Default, if at any time the Borrower 
shall have a cash balance in excess of $30,000,000 for any reason, 
including net proceeds of the sale, transfer, lease or other disposition of 
any of the Loan Parties’ property, assets or undertakings (including 
inventory sales or other working capital realizations in the ordinary course 
of business), the Borrower shall pay all cash in excess of $30,000,000 to 
the Lender until all amounts owing in respect of this Term Sheet or any 
other Loan Documents are paid in full; and (v) upon receipt of any income 
tax refunds. A prepayment pursuant to (i) to (v) above shall result in a 
permanent reduction of the Loan Amount.  



  

-10- 
 LEGAL_1:36475212.8 

Representations and 
Warranties: 

The Borrower represents and warrants to the Lender, upon which the 
Lender relies in entering into this Term Sheet, that: 

 (a) Subject to the granting of the DIP Order and the Business 
Preservation Plan Order, the transactions contemplated by this 
Term Sheet (i) are within the powers of the Borrower and the other 
Loan Parties, (ii) have been duly authorized by all necessary 
corporate and, if required, shareholder approval; (iii) constitute 
legal, valid and binding obligations of the Borrower and the other 
Loan Parties; and (iv) do not require the consent or approval of, or 
any other action by, any governmental authority. 

 (b) This Term Sheet has been duly executed and delivered by or on 
behalf of the Borrower and the other Loan Parties. 

 (c) The business operations of the Borrower and the other Loan 
Parties have been and will continue to be conducted in material 
compliance with all laws of each jurisdiction in which business has 
been or is being carried on. 

 (d) The Borrower and the other Loan Parties have obtained all 
material licenses and permits required for the operation of their 
businesses, which licenses and permits remain in full force and 
effect. No proceedings have been commenced or threatened to 
revoke or amend any of such licenses or permits. 

 (e) The Borrower and the other Loan Parties have complied with their 
obligations for payroll, source deductions, current normal cost 
pension liabilities, and sales taxes, and is not in arrears in respect 
of these obligations. 

 (f) All factual information provided by or on behalf of the Borrower and 
the other Loan Parties to the Lender for the purposes of or in 
connection with this Term Sheet or any transaction contemplated 
herein is true and accurate in all material respects on the date as 
of which such information is dated or certified. 

Affirmative Covenants: The Borrower and the other Loan Parties covenant and agree to do the 
following: 

 (a) Pay when due all principal, interest, fees, expenses or other 
amounts payable by the Borrower or the other Loan Parties under 
this Term Sheet and the Loan Documents on the dates and in the 
amounts and manner as set forth herein or therein. 

 (b) Allow the Lender or its agents and advisors on reasonable notice 
during regular business hours to enter on and inspect each of its 
assets and properties, and provide the Lender and its agents or 
advisors on reasonable notice and during normal business hours 
full access to the books and records of the Borrower and cause 
management thereof to fully co-operate with the Lender, its agents 
and advisors accordingly. 
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 (c) Keep the Lender apprised on a timely basis of all material 
developments with respect to the business and affairs of the 
Borrower, including in respect of each of the sales processes being 
conducted by the CCAA Debtors in the CCAA Proceedings. 

 (d) Provide the Lender with (i) no less than five (5) days’ notice of any 
motion, application or other filing to be brought or made by the 
Borrower or any other Loan Party in the CCAA Proceedings or, 
where it is not practically possible to do so, as much notice as is 
possible prior to any such filing; (ii) notice immediately after 
learning of any motion, application or other filing to be brought or 
made by any other person in the CCAA Proceedings or otherwise; 
and (iii) drafts of any materials (including draft orders) to be served 
by the Borrower or any other Loan Party at least five (5) days prior 
to any such service to give the Lender a reasonable opportunity to 
review and comment on such draft materials before service of such 
materials or, where it is not practically possible to do so, as much 
opportunity in the circumstances. 

 (e) Seek the Lender’s approval of any order in the CCAA Proceedings 
that affects this Term Sheet, the Facility, or the Loan Documents 
and only seek to obtain such orders as are in form and substance 
satisfactory to the Lender, acting reasonably. 

 (f) Deliver to the Lender the cash flow projections as set out herein, 
and such other reporting and other information from time to time 
reasonably requested by the Lender. 

 (g) Conduct all activities and use all the proceeds of the Facility in a 
manner consistent with the restrictions set out herein and in 
accordance with the Agreed Budgets in all material respects to the 
extent reasonably practicable in the circumstances. 

 (h) Comply with the provisions of the court orders made in connection 
with the CCAA (collectively, the "Restructuring Court Orders" 
and each a "Restructuring Court Order"). 

 (i) Preserve, renew and keep in full force its corporate existence and 
its material licenses, permits, and approvals required in respect of 
its business, properties, assets or any activities or operations 
carried out therein. 

 (j) Maintain the insurance, in existence on the date hereof, with 
respect to the collateral subject to the Lender’s Charge. 

 (k) Cause the Lender to be listed as the loss payee on all property and 
casualty insurance policies of the Loan Parties on or before July 
29, 2015 and provide copies of such insurance policies so 
endorsed; 

 (l) Forthwith notify the Lender of the occurrence of any Event of 
Default, or of any event or circumstance that may, with the 
passage of time, constitute an Event of Default (a “Default”). 
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 (m) Subject to the Restructuring Court Orders, comply in all material 
respects with all applicable laws, rules and regulations applicable 
to their businesses, including, without limitation, environmental 
laws. 

 (n) Provide the Reporting (defined below) in the form and at the times 
required by this Term Sheet. 

 (o) Provide the Lender with copies of all bids received by the Phase 2 
Bid Deadline, whether or not such bid is a Qualified Bids (each as 
defined in the Sale and Restructuring/Recapitalization Process 
Order dated April 2, 2015), and all other relevant documents within 
two (2) business days of receipt of the same and provide the 
Lender with timely updates regarding developments in any sales 
processes being conducted by the Borrower. 

 (p) Receive and hold in trust, segregated from all other funds of the 
Loan Parties, for the benefit of the Lender, any and all tax refunds 
which are expected to be received from the Canada Revenue 
Agency, or any provincial tax authority, by the Borrower (or any 
Loan Party) (the “Tax Refunds”), and immediately upon receipt of 
any such Tax Refund, turn it over to the Lender to be applied as a 
mandatory prepayment in accordance with this term sheet. 

 (q) Comply in all material respects with the Business Preservation 
Plan. 

 (r) Comply with the Collateral Coverage Covenant. 

 (s) Maintain a minimum cash balance of $15,000,000 (the “Minimum 
Cash Balance”)  

 (t) Meet each of the Milestones. 

Negative Covenants: The Borrower covenants and agrees, and covenants and agrees to cause 
the Loan Parties and its other affiliates and subsidiaries, not to do the 
following, other than with the prior written consent of the Lender: 

 (a) Transfer, lease or otherwise dispose of all or any part of its 
property, assets or undertaking out of the ordinary course of 
business and in any case proceeds of such transfer, lease or 
disposition shall be subject to the provisions herein under the 
paragraph entitled "Mandatory Prepayment" to the extent 
applicable; provided that such disposition or transfer shall be 
permitted if the Facility and all other amounts due hereunder are 
repaid in full upon such disposition or transfer from the proceeds 
thereof.  

 (b) Repudiate or terminate any material contract without the prior 
written consent of the Lender which would reasonably be 
expected to result in a Material Adverse Change in the financial 
condition, operation or prospects of the Borrower. 
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 (c) Make any payment (i) in respect of existing (pre-filing) debt or 
obligation, or (ii) out of the ordinary course of business, in each 
case other than as set out in the Agreed Budgets or as may 
otherwise be permitted by a Restructuring Court Order and is 
consented to in writing by the Lender. 

 (d) Create or permit indebtedness other than existing (pre-filing) 
debt, this Facility and Permitted Debt. 

 (e) Create any new Liens or permit any Liens to exist on any of its 
properties or assets other than the Lender’s Charge, the 
Administration Charge Part 1, the Administration Charge (Part 2) 
(as defined in the Initial Order), the D&O Charge, the Permitted 
Priority Liens, and purchase money security interests in 
equipment perfected prior to the date of the Initial Order. 

 (f) Carry out any changes to the composition (including the addition, 
removal or replacement of any directors or officers) of the Board 
of Directors or the other officers, including the Chief 
Restructuring Officer, of the Borrower or any of the other Loan 
Parties. 

 (g) Permit or become subject to any Court order changing the scope 
of authority of the Chief Restructuring Officer. 

 (h) Increase any termination or severance entitlement or pay any 
termination or severance pay whatsoever. 

 (i) Make any payments by way of any key employee retention 
program, except those under the KERP in existence as of the 
date hereof. 

 (j) Increase compensation or pay any bonuses, other than pursuant 
to (i) the Borrower’s short term incentive plan (“STIP”), consistent 
with past practices, (ii) the Borrower’s long term incentive plan 
(“LTIP”), consistent with past practices, or (iii) any other 
arrangements or agreements governing the payment of 
compensation or bonuses (such as retention/bonus letters, 
increases to vacation entitlements or RRSP contribution 
matchings) consistent with past practices to directors, senior 
officers and management. 

 (k) Change its name, amalgamate, consolidate with or merge into, 
or enter into any similar transaction with any other entity. 

 (l) Seek an order sanctioning any plan of compromise or 
arrangement or approving any other restructuring transaction or 
sale that (i) purports to affect the rights of the Lender under this 
Term Sheet or the other Loan Documents or (ii) does not provide 
for the indefeasible payment in full in cash of the obligations 
outstanding in respect of the Facility, this Term Sheet or the 
other Loan Documents or (iii) is not consistent with or 
contravenes any provision of this Term Sheet or the other Loan 
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Documents. 

 (m) Make a public announcement in respect of, enter into any 
agreement or letter of intent with respect to, attempt to 
consummate or support any third party’s attempt to consummate 
any material transaction or material agreement outside the 
ordinary course of business unless such transaction satisfies, in 
full, all of the obligations hereunder and all of the obligations that 
have priority over the Lender’s Charge. 

Additional Financial and 
Other Reporting: 

On or before 5:00 p.m. on the Wednesday of each week for the week 
ending the immediately preceding Friday, each of the Loan Parties shall 
deliver to the Lender the following reporting (the “Weekly Reporting”): 

 (a) A statement of receipts and disbursements for each week including 
a variance analysis from the Agreed Weekly Budget for all 
variance (favourable or unfavourable) of greater than 10% for any 
one line item (on a weekly and cumulative basis); 

 (b) A statement of billed accounts receivable, accrued work in 
process, accounts payable and statutory priority claims;  

 (c) A calculation of the liquidation value of the Borrower’s accounts 
receivable and inventory provided in the form attached hereto as 
Schedule “C”, using the recovery assumptions (including taking 
into account all costs associated with such liquidation, including, 
inter alia, professional fees, restructuring costs and holding costs) 
as are set out therein and prepared in consultation with the Monitor 
(the “Liquidation Value”); and 

 (d) Such other information as the Lender may reasonably require. 

 Each of the Loan Parties shall deliver the following reporting to the Lender 
(“Additional Reporting”): 

 (e) Within 30 days of the end of each fiscal month, monthly interim 
financial statements (which shall include balance sheet and 
income statements compared against the previous year for such 
month and year to date); 

 (f) Within 90 days of the end of their fiscal year, annual accountant 
prepared financial statements signed by an authorized officer of 
the applicable Loan Party; and 

 (g) Such other information as the Lender may reasonably require. 

 The Weekly Reporting and the Additional Reporting are referred to as the 
“Reporting”.  
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Indemnity: The Borrower agrees to indemnify and hold harmless the Lender and each of 
its directors, officers, employees, agents, attorneys, advisors and affiliates 
(all such persons and entities being referred to hereafter as "Indemnified 
Persons") from and against any and all actions, suits, proceedings, claims, 
losses, damages, liabilities or expenses of any kind or nature whatsoever 
which may be incurred by or asserted against or involve any Indemnified 
Person as a result of the Original Term Sheet, this Term Sheet or any other 
Loan Documents and, upon demand, to pay and reimburse any Indemnified 
Person for any legal or other out-of-pocket expenses incurred in connection 
with, investigating, defending or preparing to defend any such action, suit, 
proceeding or claim. 

 The indemnities granted under this Term Sheet shall survive any 
termination of the Facility. 

Events of Default: The occurrence of any one or more of the following events shall constitute 
an event of default ("Event of Default"): 

 (a) The issuance of an order dismissing the CCAA Proceedings or 
lifting the stay in the CCAA Proceedings to permit the 
enforcement of any security against the Borrower, or the 
appointment of a receiver and manager, receiver, interim receiver 
or similar official or the making of a bankruptcy order against the 
Borrower or any other Loan Party. 

 (b) The issuance of an order granting a Lien having priority over the 
Lender’s Charge, other than the Administration Charge Part 1, the 
D&O Charge and the Permitted Priority Liens. 

 (c) The issuance of an order adversely impacting the rights and 
interests of the Lender, without the prior written consent of the 
Lender, including any order that relieves the Borrower or any of 
the other Loan Parties from compliance with the terms of this Term 
Sheet or the Loan Documents or any order that amends or 
vacates any material provision of the DIP Order or the Business 
Preservation Plan Order. 

 (d) Failure of the Borrower or any of the other Loan Parties to pay any 
amounts when due and owing hereunder or under the Loan 
Documents, or to comply with this Term Sheet and the Loan 
Documents including for greater certainty, failure to comply with 
any Affirmative Covenant or Negative Covenant set out herein. 

 (e) The Borrower or any of the other Loan Parties ceases or threatens 
to cease to carry on business in the ordinary course as it is carried 
on as of the date hereof (including ceasing or threatening to cease 
carrying on business in the ordinary course at its facility in 
Hamilton, Ontario or at its facility in Nanticoke, Ontario), except 
where such cessation is consented to in writing by the Lender. 

 (f) An Updated Weekly Budget or an Updated Monthly Budget 
contemplates or forecasts an adverse change or changes from the 
then existing Agreed Budgets and such change(s) constitute a 
Material Adverse Change (an "Updated Budget Default") or is not 



  

-16- 
 LEGAL_1:36475212.8 

delivered to the Lender within two (2) business days of the 
requisite timeframe for delivery set out herein. Without limiting the 
foregoing, an Updated Budget Default shall occur if an Updated 
Weekly Budget or an Updated Monthly Budget forecasts that 
borrowings under the Facility will exceed the Loan Amount. 

 (g) Any representation or warranty by the Borrower or any of the other 
Loan Parties herein or in any Loan Documents shall be incorrect 
or misleading in any material respect when made. 

 (h) Any change in the business, assets, or conditions, financial or 
otherwise, of the Borrower or any of the other Loan Parties, or any 
adverse development in the CCAA Proceedings, in each case that 
will in the Lender's judgment, acting reasonably, materially impair 
the Borrower's or any of the other Loan Parties’ financial condition, 
operations or ability to comply with its obligations under this Term 
Sheet, any Loan Documents, or any Restructuring Court Order (a 
“Material Adverse Change”). 

 (i) Any material violation or breach of any Restructuring Court Order 
by any of the Loan Parties. 

 (j) Failure of the Borrower or any of the other Loan Parties to perform 
or comply with any term or covenant of this Term Sheet or any 
other Loan Documents. 

 (k) Borrowings under the Facility exceed the Loan Amount at any time 
without the prior written consent of the Lender. 

 (l) Revocation or cancellation by the counterparty of any contract to 
which the Borrower or any of the Loan Parties is a party which has 
or would reasonably be expected to result in a Material Adverse 
Change. 

 (m) Any change to the composition of the Board of Directors or officers 
of the Borrower or any of the other Loan Parties that is not 
acceptable to the Lender. 

 (n) The removal, termination, replacement or material change in the 
scope or extent of the authority of the CRO. 

 (o) Any proceeding, motion or application is commenced or filed by 
the Borrower or any of the other Loan Parties, or if commenced by 
another party, is not diligently opposed by the Borrower and the 
other Loan Parties, seeking the invalidation, subordination or other 
challenging of the terms of the Facility, the Lender’s Charge, this 
Term Sheet, or any of the other Loan Documents. 

 (p) Any plan of compromise or arrangement is sanctioned or any other 
restructuring transaction or sale is consummated by any of the 
Loan Parties that (i) purports to affect the rights of the Lender 
under this Term Sheet or the other Loan Documents or (ii) does 
not provide for the indefeasible payment in full in cash of the 
obligations outstanding in respect of the Facility, this Term Sheet 
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or the other Loan Documents or (iii) is not consistent with or 
contravenes any provision of this Term Sheet or the other Loan 
Documents, in each case unless the Lender has consented thereto 
in writing. 

 (q) If either of the United Steel Workers Local 1005 or Local 8782 
(each a “Union” and together the “Unions”) takes any step or 
initiates any proceedings intended to or which could otherwise 
obtain for that Union a lawful entitlement to strike (including any 
step seeking the appointment of a conciliation officer under section 
18(1) of the Labour Relations Act (Ontario)) or if any event occurs 
which may provide a Union with a lawful entitlement to strike 
(including if the Ontario Minister of Labour appoints a conciliation 
officer in respect of or in any way related to any of the Loan Parties 
or if a Union requests a “No Board” report be issued by the Ministry 
of Labour (that is, a report informing the Union and such Loan Party 
that the Minister of Labour does not consider it advisable to appoint 
a conciliation board)) unless, prior to the Union obtaining a lawful 
entitlement to strike as a result of any of the foregoing (together 
with any other steps or events necessary to be in lawful position to 
strike), the applicable Loan Party obtains a Court order staying the 
Union’s entitlement to strike or staying any further step that would 
be required to occur before the Union is in a lawful position to 
strike. 

 (r) If any lawful or unlawful strike, work stoppage, work slowdown or 
any other form of labour disruption occurs involving any employees 
of the Loan Parties. 

 (s) Any of the Loan Parties are required by any governmental entity to 
make expenditures or pay damages, fines, claims, cost or 
expenses in the aggregate in excess of $5,000,000 at any time on a 
consolidated basis to remediate or in respect of any environmental 
liabilities, which shall include any liability, obligation, response, 
remedial or removal cost, investigation, feasibility study cost, capital 
cost or other cost and expense, including any fine, penalty, sanction 
or interest incurred as a result of or related to any claim, 
investigation, proceeding or demand by any governmental authority 
against any Loan Party, including arising under or related to any 
law relating to the environment or in connection with any substance 
which is or is deemed under any applicable law to be, alone or in 
combination, hazardous, hazardous waste, toxic, a pollutant, a 
contaminant or source of pollution or contamination whether in, at, 
on, under, from or about or in the vicinity of any real or personal 
property owned by any of the Loan Parties. 

 (t) The delivery of any rolling 13-week period detailed budget 
purporting to be the Updated Weekly Budget or any 12-month 
period detailed budget purporting to be the Updated Monthly 
Budget that is not acceptable to the Lender, acting reasonably, 
unless remedied in two (2) business days. 

 (u) Failure to deliver the Reporting within three (3) business days of the 
date such Reporting is due under this Term Sheet. 
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 (v) The existence of an adverse variance of actual cash flows from the 
Initial Agreed Weekly Budget or the Initial Agreed Monthly Budget 
by an amount exceeding $50,000,000 measured on a cumulative 
basis from, but not including, the date hereof. 

 (w) Any material deviation from the Business Preservation Plan. 

 (x) The termination or breach of any Intercompany Transactions by 
U.S. Steel Inc. unless (a) such termination or breach is 
contemplated by the Business Preservation Plan or (b) such 
termination or breach has a de minimis impact on the Borrower’s 
financial condition, operations, or ability to comply with this Term 
Sheet, the Business Preservation Plan or any Restructuring Court 
Orders. 

 (y) If at any time the Borrower has a cash balance less than the 
Minimum Cash Balance. 

 (z) If at any time the Borrower breaches the Collateral Coverage 
Covenant. 

 (aa) If the Borrower fails to meet any of the Milestones. 

Remedies: Upon the occurrence of an Event of Default, and subject to the Restructuring 
Court Orders and such cure periods as may be granted by the Loan 
Documents, the Lender may take any or all of the following steps: 

 (a) Declare the obligations in respect of the Loan Documents to be 
immediately due and payable and cease making any further 
advances under the Facility. 

 (b) Apply to a court for the appointment of a receiver, an interim 
receiver or a receiver and manager of the undertaking, property 
and assets of the Borrower or any of the other Loan Parties, or for 
the appointment of a trustee in bankruptcy of the Borrower or any 
of the other Loan Parties. 

 (c) Apply to the court for an order, on terms satisfactory to the Monitor 
and the Lender, providing the Monitor with the power, in the name 
of and on behalf of the Borrower or any other CCAA Debtor, to 
take all necessary steps in the CCAA Proceedings. 

 (d) Exercise the powers and rights of a secured party under the 
Personal Property Security Act (Ontario) or any legislation of 
similar effect. 

 (e) Exercise all such other rights and remedies under the Loan 
Documents, the Restructuring Court Orders and applicable law 

Taxes: All payments by the Borrower or any other Loan Party hereunder or under 
any other Loan Documents shall be made free and clear of and without 
reduction for or on account of any present or future taxes, levies, imposts, 
duties, charges, fees, deductions or withholdings of any kind or nature 
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whatsoever or any interest or penalties payable with respect thereto now or 
in the future imposed, levied, collected, withheld or assessed by any 
country or political subdivision of a country (collectively, “Taxes”); provided, 
however, that if any Taxes are required by applicable law to be withheld 
(“Withholding Taxes”) from any amount payable to the Lender, the 
amounts so payable to the Lender shall be increased to the extent 
necessary to yield to the Lender on a net basis after the payment of all 
Withholding Taxes the amount payable under this Term Sheet or the other 
Loan Documents at the rate provided herein or therein and the Borrower 
and the other Loan Parties shall provide evidence satisfactory to the Lender 
that the applicable Taxes have been withheld and remitted. 

Further Assurances: The Borrower shall and shall cause all of the other Loan Parties, at the 
Borrower’s expense, from time to time to, execute and deliver, or will cause 
to be done, executed and delivered, all such further acts, documents 
(including, without limitation, certificates, declarations, affidavits, reports and 
opinions) and things as the Lender may reasonably request for the purpose 
of giving effect to this Term Sheet. 

Entire Agreement; 
Conflict: 

This Term Sheet currently constitutes the entire agreement between the 
parties relating to the subject matter hereof and is binding on the parties in 
accordance with its terms. To the extent that there is any inconsistency 
between this Term Sheet and any of the other Loan Documents once 
executed, this Term Sheet shall govern unless such Loan Document 
specifically states otherwise. 

Amendments and 
Waivers: 

No waiver or delay on the part of the Lender in exercising any right or 
privilege hereunder or under any other Loan Document will operate a 
waiver hereof and thereof unless made in writing. 

Assignment: The Lender may assign this Term Sheet and its rights and obligations 
hereunder, in whole or in part, to any party, subject to (i) providing the 
Monitor with reasonable evidence that such assignee has the financial 
capacity to fulfill the obligations of the Lender hereunder, and (ii) the 
consent of the Borrower, unless either (A) an Event of Default has 
occurred and is continuing or (B) the assignee is an affiliate of the Lender 
or a fund managed by the Lender. Neither this Term Sheet nor any right 
and obligation hereunder may be assigned by the Borrower. 

Counterparts and 
Facsimile Signatures: 

This Term Sheet may be executed in any number of counterparts and by 
facsimile or other electronic transmission. 

Confidentiality: The Borrower and the other Loan Parties shall not disclose the existence 
nor the terms of this Term Sheet without the prior written consent of the 
Lender. 

Governing Law and 
Jurisdiction: 

This Term Sheet shall be governed by, and construed in accordance with, 
the laws of the Province of Ontario and the federal laws of Canada 
applicable therein. 

  

 



  

-20- 
 LEGAL_1:36475212.8 

Expiry: This offer to finance shall expire at 5:00 p.m. Eastern Standard Time on 
November 5, 2015 unless this Term Sheet is executed by the Borrower and 
the Guarantors and delivered to the Lender by that time. 

 
[Remainder of page intentionally blank]
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(d) Binding offers in respect of the New SARP shall have been received by no later than May
31, 2016; and

(e) Notwithstanding any other provision of this Term Sheet, the Maturity Date shall occur
automatically upon Court approval of a plan, proposal or agreement authorizing the
Borrower or any third party to liquidate or otherwise dispose of any material portion of the
Borrower’s assets where no going concern outcome is contemplated (a “Liquidation”)
and, at the option of the Lender, the Maturity Date shall occur immediately upon
acceptance by the Borrower of a Liquidation proposal, arrangement or agreement in
respect of the Borrower or its assets or the announcement by the Borrower of any
intention to seek approval of or to commence a Liquidation. ”

2.3 The section of the DIP Agreement entitled “Affirmative Covenants” shall be amended by adding
the following as new paragraph (o.1) after paragraph (o) of that section:

“(o.1) Provide the Lender with copies of all bids, LOIs and binding offers received in respect of
the New SARP, whether or not such bids are Qualified LOIs or Qualified Bids (each as
defined in the Sale and Investment Solicitation Process approved by the Court on
January 12, 2016), and all other relevant documents within two (2) business days of
receipt of the same and provide the Lender with timely updates regarding developments
in any sale process being conducted by the Borrower.”

2.4 The section of the DIP Agreement entitled “Events of Default” shall be amended by deleting
paragraph (v) in its entirety and replacing it with the new paragraph (v) set out below and by
adding the following as new paragraphs (bb) and (cc) after paragraph (aa) of that section:

“(v) The existence of an adverse variance of actual cash flows from the Agreed Weekly
Budget in effect for the week ended immediately prior to the date on which the first DIP
Advance has been made, by an amount exceeding $40,000,000, measured on a
cumulative basis from, but not including, the date thereof.

(bb) The Court of Appeal of Ontario issues an order varying, amending or reversing any
portion of the Business Preservation Plan Order or orders a new hearing in respect of
any aspect of the Business Preservation Plan Order.

(cc) The lifting of the stay to make a bankruptcy or receivership order or to permit the hearing
of any bankruptcy petition or receivership application in respect of the Borrower, even if
such order, petition or application is stayed, provided however that the lifting of the stay
to permit the filing of a bankruptcy petition or receivership application in respect of the
Borrower shall not be an Event of Default.”

2.5 The section of the DIP Agreement entitled “Additional Financial and Other Reporting” shall be
amended by deleting the word “and” at the end of paragraph (c), deleting the “.” at the end of
paragraph (d) and adding the following as new paragraph (e) and (f) after paragraph (d) of that
section:

“(e) A detailed report in respect of all transactions between United States Steel Corporation
and the Borrower in relation to the Transition Arrangements approved by the Court
pursuant to the Transition Arrangements Approval Order of October 9, 2014; and

(f) the Updated Weekly Budget.”
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Article 3 - CONDITIONS TO EFFECTIVENESS

3.1 The extension of the Maturity Date and the amendments set out in Article 2 of this Amending and
Extension Agreement shall become effective upon satisfaction of the following conditions
precedent:

(a) Each of the Loan Parties shall have delivered to the Lender an executed copy of this
Amending and Extension Agreement;

(b) The Borrower shall have paid an extension fee equal to 2% of the Loan Amount by wire
transfer of immediately available funds to the account specified by the Lender; and

(c) The Court shall have issued an order approving this Amending and Extension
Agreement.

Article 4 - MISCELLANEOUS

4.1 The Borrower shall pay all costs incurred by the Lender in preparing this Amending and
Extension Agreement.

4.2 The execution, delivery and performance of this Amending and Extension Agreement shall not,
except as expressly provided for herein, constitute an amendment of any provision of, or operate
as an amendment of any right, power or remedy of the Lender under the DIP Agreement or any
other Loan Documents.

4.3 On and after this date, each reference in the DIP Agreement to “this Term Sheet” or similar
references in the Loan Documents and any and all other agreements, documents and
instruments delivered by the Borrower or a Guarantor or any other Person shall mean and be a
reference to the DIP Agreement as amended by this Amending and Extension Agreement.
Except as specifically amended by this Amending and Extension Agreement, the DIP Agreement
shall remain in full force and effect and is hereby ratified and confirmed.

4.4 This Amending and Extension Agreement shall be interpreted and the rights and liabilities of the
parties hereto shall be determined in accordance with the laws of the Province of Ontario and the
federal laws of Canada applicable therein.

4.5 Save as expressly amended by this Amending and Extension Agreement, all other terms and
conditions of the DIP Agreement remain in full force and effect.

4.6 This Amending and Extension Agreement may be executed simultaneously in two or more
counterparts, each of which shall be deemed an original, but all of which together shall constitute
one and the same instrument. Signatures provided by electronic transmission or facsimile shall
be valid and binding.

[Remainder of page intentionally left blank. Signature page follows.]
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IN WITNESS WHEREOF, the parties hereto have caused this Amending and Extension Agreement to be
executed by their duly authorized representatives as of the date first written above.

U.S. STEEL CANADA INC.

By:

Name: William E. Aziz
Title: Chief Restructuring Officer

4347226 CANADA INC.

By:
Name:
Title:

THE STEEL COMPANY OF CANADA, LIMITED

By:
Name:
Title:

THE STELCO PLATE COMPANY LTD.

By:
Name:
Title:

BROOKFIELD CAPITAL PARTNERS LTD.

By:
Name:
Title:
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IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C. 1985, c. C-36, AS
AMENDED AND IN THE MATTER OF A PROPOSED PLAN OF COMPROMISE OR ARRANGEMENT
WITH RESPECT TO U. S. STEEL CANADA INC. (the “Applicant”) Court File No. CV-14-10695-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

Proceeding commenced at Toronto

RESPONDING MOTION RECORD
(Lifting of the Suspension of Payment of OPEBs)

McCarthy Tétrault LLP
Suite 5300, Toronto Dominion Bank Tower
Toronto ON M5K 1E6
Fax: (416) 868-0673

James D. Gage LSUC#: 34676I
Tel: (416) 601-7539
Email: jgage@mccarthy.ca

Paul Steep LSUC#: 21869L
Tel: (416) 601-7998
Email: psteep@mccarthy.ca

Heather Meredith LSUC#: 48354R
Tel: 416.601.8342
Email: hmeredith@mccarthy.ca

Sharon Kour LSUC#: 58328D
Tel: 416.601.8305
Email: skour@mccarthy.ca

Lawyers for the Applicant,
U. S. Steel Canada Inc.
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