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I, Duff Montgomerie, of 1505 Barrington Street, the City of Halifax, in the Province of Nova
Scotia, hereby AFFIRM as follows:

L I provide this rejoinder witness statement to respond to certain statements made in
Resolute’s December 6, 2019 Reply Memorial and in the witness statement of Mr. Richard
Garneau filed on the same date. I also elaborate further on certain points described in my first
witness statement dated April 17, 2019. The fact that I have not addressed all of Resolute’s
characterizations of facts and events other than those I discuss in this witness statement should

not be taken to mean that I agree with them.

BOWATER MERSEY

2 Mr. Garneau recalls informing the Government of Nova Scotia (GNS) in late August
2011 that Resolute planned to close the Bowater Mersey newsprint mill because of high
operational costs but agreed to give the government some time to consider options on how it

could assist Resolute.! I concur with Mr. Garneau’s recollection in this respect.

3. In the redacted version of Mr. Garneau’s witness statement I was provided, he stated
that “By the end of September 2011, Resolute senior management was convinced that the
province had no serious plan to reduce costs at Bowater Mersey.”?> While I cannot speculate as
to what Resolute senior management was thinking at the end of September 2011, I believe Mr.
Garneau’s statement requires some context. At that point, only one month had passed since
Resolute had informed the GNS that it planned to shut down Bowater Mersey. As a result,
discussions on a potential financial assistance package for Resolute were only nascent and Nova
Scotia had only just started to gather information about the potential future of the newsprint
market that would inform the Province as to what might be a prudent level of support, if any.?

However, the GNS had an expectation that it would work together with Resolute to try and

! Witness Statement of Richard Garneau, 6 December 2019 (“Garneau Statement™), Y 6-7.

2 Garneau Statement, 9. Mr. Garneau also states at 9 9 of his statement that “GNS had done nothing during NSUARB
proceedings to meet Resolute’s and NewPage-Pork Hawkesbury’s request for a lower electricity rate for Bowater Mersey.”
I will defer to my former colleague Murray Coolican, former Deputy Minister of Energy, to respond to this statement.

 See e.g.. R-146,. |
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reduce cost t Bowa er Merse . By early N vembe 2011, discussions had accelerated and
Resol teb rga ned hard or financi 1 as 1s ance tha it to d Nov Sco ia could help to ow 1 its
costs t a competitivel ve . By ecember ,2 11, esolut an Nova coiahad greedt a
$50.25 illion financing packa e.* That financial ass stanc complemented othe cos -s ving
effo ts made by R sol te, in ludingth new lab ur greement Resol te had nego 1 ted with ts
workers, a reduct on n p operty taxe and the new le tricity ra e approve by the Uti ity and

Review Board.

4 Mr arneau states at pa agra h 19 of his w tness stateme t that “the assista ce the
Gov mmm nt of No a cotia ffe ed to R solute asinendedt ensur the rde ly clos re of
he Bow ter erseymil nottoma e1 t elowestcost o ucer of news rint for n extend d
1 fe.” Ib liev this stat men confuses two differentti e pe 10ds and wo different agre ments.
t 1s true that when Reso ut ann unced Bowater Mers y’s permane tc osure in June 20 2, we
worke wih Mr. ar eauandl cal manage ent o it gatethe am ge toth loc 1 conomy
and ame to an agree ent in De ember 2012 to purchase the company’s assets and assume its

1 abilities.?

5. How ver, th origina $50.25 mi lion fin ncial as istance pa kage gi ento e olute in
December 2011 was intend d to he p mak Bo ater Mers y a | w-cost news rint pro ucer
“f r pe 1od of I " Both si es newthi woul be very challengi gg ven
the status of t e ew print ma ket, but the GN would no ave commit ed the financ al
assi ta ce1 did re shrne th tcommit ent n legisla ion if the parties did not be ie e t at
the ‘T ¢ fia e set ou in the De ember 2011 agreem nt was
ac ievable. Unfor unately, n one pr dict d the collap

lte’'sd 11 ninJ ne2 12 to hutdown he mill permanent y.

R-145 |
|

SR-1 .No a cotia remier' Offic .“P ovi ce Ta es Crucial Stept BuidF restr o F  e” (Dec. 10, 2012).

6
R 149, I
I ¢ 2 R 151, Bowater Mersey Pulp and Paper Investment (2011) Act, SNS 2011, c. 32
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P RT HAWKESBURY

6. ith res ec to Mr. Garne u’s statem nts regar ing ort Hawkesb r , I w uld ike to

pr vid the foll wing comments.

Mr. G rneau tates th t “the pr vince, h ough a ban ruptcy m nit r, was tr ingtos 1l
Port Ha ke b ry as a going con ern for n wsp int and superca endered pa er.”’ To clari vy, it
wa N wPage, the ill’s ow er, wh ch had decided to enter credi or protectio under he
Companies Creditors rrang ment Act CCAA) neary epte ber 201 1 rder to sell the
mill as a oing-c ncern. New ag hired San be Assoc ates to marke the mil. he Monit r
( ms &Y ung) was appo nted by he Nova Scotia Sup eme Court and as responsible for he

upe vision of the sa es proc ss, not the NS.

8. Second, Mr. Garnea c nfirmst at the GN enc uraged Res lute to co sid r buying
the Port H wkesbury m 1. 1do ot know whet er R solute s bmite a id by th Septem er
29, 011 deadline set ythe oni or, but I can confi mth t Resolu enev r oughtou fi ancial
ssis ance from he G Sin rderto pu cha e and oper te Port awkes urya a oi g on ern.
We ha hoped t at Reso ute would reac o tto stoe press anint re tin ort Haw esbury,
bu 1 never did. As I xplained in my first witness st tem nt, had Res lute een ne ft e
gong concern idd rs select d by t e onitor, ova Scotia would ave been pen t

dis ussi gitsreas na ler quests for f na cial assistance.

9. Third, Mr. Gar eau ta es that “t ¢ Gove nmen of Nova Sco ia seem t ha e invi ed
PWCC to de in exac ly what tt ough itneeded f omth p ovin eto ake tthe lowe tcost

peratn in North A erica, an then the prov nce seems o have give PWCC everyt ing it
asked for.” I b lie e this state ent s inc rrect. A the pe son ta ked ith oordinat ng the
Pro in e’sres on etot ecrisisb f reus I ne erre eived d rection to agre to an terms that
P CC emande and we did no doso Forex mpl ,as [ not dinm

he Cana aRevenue g ncyf ranad ancetaxr Ing sd nied

7 Garnea Stat ment, 9 13.

arn a Statement, §15. See Witne s tat men of Duff Montgomerie, 17 April 2019 (“Montgomerie First Statement”),
9 20.

° Montgomerie First Statement, Y 24, 32.
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MAY CONTAIN RESTRICTED ACCESS AND CONFIDENTIAL INFORMATION

in September 2012, Nova Scotia remained firm that it would not offer PWCC any additional

financial assistance.!?

10. Finally, I would like to address the allegations Resolute makes in its Reply Memorial

regarding [ /. | notcd in my first witness
statement, i

I V' < hoped the mill could be successful without market

disruption but we had to balance those uncertainties and risks against all the other implications
facing the Province if Port Hawkesbury were to shut down permanently. We also had to take
into account the impending deadline in the CCAA proceedings for NewPage to conclude its
plan of arrangement with PWCC. As I said in my first witness statement, we were also
cognizant of the fact that PWCC had been chosen by the Monitor through a fair, open and
competitive bidding process and had presented a viable business plan to continue operating the
most modern SC paper machine in North America.'® The decision to proceed with the financial
support to PWCC was not an easy one, but one I believe was done in good faith, in the public

interest and reasonable in light of all the circumstances.

% %k %

I affirm that the foregoing is true and correct.

19 Montgomerie First Statement, ] 31.

" R-161, A

* Montgomeric First Statement, 1§ 19, 30; R-146, N
E—

13 Montgomerie First Statement  28.





