Court File No. CV-09-7966-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

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

AND IN THE MATTER OF THE BANKRUPTCY AND
INSOLVENCY ACT, R.8.C. 1985, c. B-3, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF SMURFIT-STONE CONTAINER
CANADA INC. AND THE OTHER APPLICANTS LISTED ON
SCHEDULE “A”

Applicants

NOTICE OF MOTION
(Returnable August 17, 2009 )

Smurfit-Stone Container Canada Inc. (“SSC Canada”) and the other Applicants
listed on Schedule “A” hereto (the “Applicants™) will make a motion before a judge of the
Ontario Superior Court of Justice on August 17, 2009, or as soon after that time as the motion
can be heard, at 330 University Avenue, Toronto, Ontario.

PROPOSED METHOD OF HEARING: The motion is to be heard orally.
THE MOTION IS FOR:
1. An Order substantially in the form attached to the Motion Record:

(a)  approving the asset purchase agreement (the “Asset Purchase Agreement”)
by and between SSC Canada and Société générale de financement du
Québec (“SGF”), which provides for a going concern sale of the private
timberlands and related operations (excluding any operations or land
relating to SSC Canada’s La Tuque, Quebec paperboard mill (the “Mill”),
other than the supply of wood and wood products to the Mill from the said
timberlands) as presently owned and conducted by SSC Canada in the
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City of La Tuque, Domaine-du-Roy Regional County Municipality
(*RCM”) and the Municipality of Baie James in the Province of Québec
and comprising of (i) a continuous block of timberlands located
North/Northeast of the Gouin Reservoir (the “North Block”), (i) a
continuous block of timberlands located East of the Gouin Reservoir (the
“South Block™ and together with the North Block, the “Optioned Land”)
and (iii) several smaller parcels of land located along the St. Maurice
River (the “Lower St.-Maurice Block™) (collectively, the “Timberland
Assets™); S

authorizing the Applicants and the Monitor to complete all requirements,
conditions and transactions contemplated by the Asset Purchase
Agreement; ‘

vesting all of the Purchased Assets (as defined in the Asset Purchase
Agreement) in GESTION FORESTIERE DU SAINT-MAURICE INC.
(the “Purchaser”), an affiliaté of SGF and assignee of its rights as
permitted under the Asset Purchase Agreement, free and clear of any
rights, title, claims, security interests or other encumbrances upon delivery
of a Certificate by the Monitor confirming payment by. SGF of the
proceeds of the sale (the “Proceeds™) and the fulfilment of all conditions
precedent to the sale; |

directing that 50% of the Proceeds that are received from SGF which
relate specifically to the sale of the Optioned Land, after deducting all
expenses and costs incurred in connection with the sale of the Timberland
Assets, be delivered to AbitibiBowater Inc. (“AbitibiBowatér”), in
consideration for (i) the entering into of the wood fibre supply agreement
(the “Wood Fibre Supply Agreement”) by and between AbitibiBowater
and Smurfit-Stone Container Enterprises, Inc. (‘SSC Enterprises”) and
SSC Canada dated July 22, 2009; and (ii) the tennihation of all other
agreements previously entered into between them and/or their respective
subsidiaries in respect of (a) the supply of .soﬁwood chips, shavings and
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sawdust to the Mill; and (b) the harvesting (supi)ly) contracts for or in
respect of the Timberland Assets.

()  directing that the remaining proceeds that are received. in respect of the
sale of the Timberland Assets be applied to the Canadian DIP Term Loan
(as defined below); ‘

(®)  approving the Wood Fibre Supply Agreement; and |

(g) sealing certain portions of the Asset Purchase Agreement, the Wood Fibre
Supply Agreement and the Letter Agreement between Smurfit-Stone
Container Enterprises, Inc. and Bowater Canadian Forest Products, Inc.
dated September 30, 2008 (the “Letter Agreement”) and treating them as
confidential pending further Order of this Honourable Court,

2. Such further and other relief as this Honourable Court deems just.
THE GROUNDS FOR THE MOTION ARE:

1. Each of the Applicants is either a direct or indirect subsidia.r& of Smurfit-Stone
Container Corporation, a Delaware corporation (“SSCC”) that, together with its subsidiaries, is
North America’s second largest integrated manufacturer of paperboard and paper-based
packaging and is one of the world’s largest paper recyclers. SSCC and certain of its direct and
indirect subsidiaries, including the Applicants and the i’armerships listed on Schedule “B”
hereto, filed for protectibn from their creditors under title 11 of chapter 11 of the United States
Bankruptcy Code, 11 U.S.C. §§ 101-1532, in the United States Bankruptcy Court for the District
of Delaware (the “Delaware Court™) on January 26, 2009; - :

2. On January 26, 2009, SSC Canada and the other Applicants and the Partnerships
obtained protection from their creditors pursuant to the Companies’ Cre&z‘tors Arrangement Act,
R.S.C. 1985, c. C-36, as amended (the “CCAA”), pursuant to an mltlal order of the Ontario
Superior Court of Justice (the “Court”), as subsequently amended and restated (the “Initial
Order”);

3. The Initial Order granted a stay of proceedings until February 25, 2009, or such
later date as the Court may order. By order dated February 24, 2009, the stay of proceedings was
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extended to April 30, 2009. By order dated April 28, 2009, the stay of proceedings was extended
to June 30, 2009. By order dated June 25, 2009, the stay of procced.mgs was extended to
September 30, 2009.

4. SSC Canada is currently the owner of the largest private harvestable land in
Québec with a total surface area of 389,383 hectares (962,204 acres) (the “’I‘im:berlahds”).

S. The Timberlands are located between the Saguena}Lac-St-Jean and Mauricie
regions in the Province of Québec and are split between the ‘Opti'onéd Land and the Lower St.
Maurice Block. The Optioned Land represents approximately 98% of the total surface area of the
Timberlands. N

6. SSC Canada acquired the Timberlands in May 2000, as part of SSCC’s
acquisition of St. Laurent Paperboard Inc./Cartons St-Laurent Inc. (“St. Laurent Paperboard™).
St. Laurent Paperboard acquired the Timberlands over the pe;-io'dﬂgf several years, commencing
in June 1994 with the acquisition of the Optioned Land from Avénor Inc (“A\;enor”), pursuant
to an Asset Acquisition Agreement (the “AAA™). The various parcels of land which now
comprise the Lower St. Maurice Block were acquired by St. Laurent Paperboard in the years
following the acquisition of the Optioned Land. Among other things, the AAA gfanted Avenor
(and its successors and assigns) certain rights in the event that St. Laurent Paperboard desired to
sell the Optioned Land within 99 years, including a right of first refusal to purchase the Optioned
Land on certain terms. AbitibiBowater, through a subsidiary, is the successor to Avenor;

7. In early 2008, SSC Canada began to consider its strategic alternatives with respect
to the Timberland Assets. SSC Canada engaged Scotia Capital Inc. (“Scotia Capital”) in August
2008 as its financial advisor to canvass the market with a view to pursuing a potential divestiture
transaction for the Timberland Assets;

8. Shortly after engaging Scotia Capital, SSC Canada adv1sed AblublBowaIer that it
was interested in selling the Timberland Assets and asked whether AbitibiBowater would
consider waiving its rights under the AAA in consideration for a new shanng of proceeds

arrangement and the entering into of a new wood fibre supply agrcement for the Mlll

9. On September 30, 2008, SSC Enterprises entered into the Letter Agreement with
AbitibiBowater. The Letter Agreement includes, among other things, (i) a two year waiver of
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AbitibiBowater’s rights under the AAA; and (ii) an agreement ﬂ;atjﬁlfth: Tijinbéﬂand Assets
were sold, SSC Canada would pay an amount equal to 50% of the net proceeds received which
relate specifically to the sale of the Optioned Land, after deductmg all expenses and costs
incurred in connection with the sale of the Timberland Assets to Al;i';ll;iBowater An essential
condition of the Letter Agreement was an agreement that the partles would enter into a new

PR A

wood fibre supply agreement in respect of the Mill on certain terms; @ - -

10. Since its initial retainer, Scotia Capital has worked clos‘t‘;l_)'{r w%th SSC Canada’s
management team to market the Timberland Assets. After developing 'a'A corilprehensive list of
potential purchasers, Scotia Capital contacted a total of 57 entmes concerning a possible
transaction involving the Timberland Assets. SSC Canada recelved 3 first round, non-binding
expressions of interest from prospective purchasers, mcludmg an non-blddmg expression of
interest from SGF; _ PRI

11. Of the 3 potential purchasers who submitted first tound non-binding bids, no
binding offers were submitted by the requested deadline of December. 16 2008 SGF submitted a
second round non-binding bid on January 21, 2009; e Lt

12. On April 30, 2009, following extensive, arm’s length ncgo‘aatlons, SSC Canada
signed the Asset Purchase Agreement with SGF; ;

13. The Asset Purchase Agreement contemplates a gomg-concem sale of all of the
Timberland Assets. The total consideration payable by the, Purchaser pursuant to the Asset
Purchase Agreement is $60,400,000, subject to certain pre and post-closmg purchase price
adjustments (the “Purchase Price™).

14. The proposed sale of the Timberland Assets to SGF reﬁreéenté the best possible
transaction in the circumstances for the benefit of the Applicants and Parmershxps and their

b et
s LT

respective stakeholders and has the following benefits:

.
L ET

(@ it represents the maximum recovery available; ~ ~

(b) it preserves the jobs of the Assumed Emp]oyeés who worked for or in
respect of the Timberland Assets; and

Lo -
Y T
[T Y

() itdivests SSC Canada of assets that are non-core o its business;
R R
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15. The Asset Purchase Agreement includes certain closing’conditions; including a
condition that this Honourable Court and the Delaware Court issue an- Order approving and
authorizing the Timberlands Asset purchase and authorizing SGF to enter into-the Asset
Purchase Agreement and all related agreements; and (ii) vesting the Iunberland Assets in SGF
(or its affiliate), free and clear of all encumbrances (other than Permitted Encumbrances);

16. Pursuant to the terms of the Letter Agreement and in cons1derat10n for (i) entering
into the Wood Fibre Supply Agreement and (ii) terminating of all other a,greements previously
entered into between by SSC Canada, SSC Enterprises and Abmb1BowaIer “and/or their
respective subsidiaries in respect of (a) the supply of softwood chips; shavmgs and sawdust to
the Mill; and (b) the harvesting (supply) contracts for or in respect.of the Timberland Assets,
SSC Canada intends to pay 50% of the Proceeds that are received from SGF which relate
specifically to the sale of the Optioned Land, after deducting frbm the Purchase Price all
expenses and costs incurred in connection with the sale of the: Txmberland Assets, to
AbitibiBowater. SSC Canada anticipates that the total amount payable to AbmblBowater will be
approximately $28 million;

L ewld e
17. SSC Canada intends to apply the remaining proceeds that are received in respect
of the sale of the Timberland Assets (totalling approximately $29 mllhon) to the Canadian DIP

Term Loan,

18. In furtherance of the terms of the Letter Agreemeht, SSC Enterprises, SSC
Canada and AbitibiBowater entered into the Wood Fibre Supply Agreement on or about July 22,
2009;

19, The initial term of the Wood Fibre Supply Agreement is seven years with an
option to extend the term for an additional minimum period of three years;

20. The Wood Fibre Supply Agreement sets out certam mmlmum annual amounts of
wood fibre (sawdust, shavings and woodchips) that AbxtlblBoWater will sell and SSC Canaada
will buy for or in respect of the Mill and specifies the prices for the wood fibre dlmng the first

Annual Period (as described therein), T R Y

21. In the event that the Wood Fibre Supply Agreement is not consummated, the Mill
will be required to substitute sawdust with some other higher cost. ﬁbre (e, shavmgs or wood
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chips). SSC Canada estimates that substltutmg sawdust for some other hlgher cost fibre will
significantly increase the Mill’s wood fibre cost and will significantly reduce the Mlll’s pulping

e ,i~-'. .
capacity; L, ey
. [} BT o

22. The Wood Fibre Supply Agreement terminates and replaces all existing fibre
' supply obligations that have been entered into between the partles and their respective
subsidiaries for the Mill; O “"gw

" - .
‘ i-‘q.,':‘ ‘“ A % e e

23. The Wood Fibre Supply Agreement is a necessary and reasonable adjunct to the
Asset Purchase Agreement and is an essential element of the Letter Agreement

24. It is just and convenient and in the interests of the Apphcants and Partnerships
and their respective stakcholders that the Order be granted; . “ PR
25. SSC Canada has had extensive discussions with the UCC m respect of the

Timberland Assets sale and the entering into of the Wood Fibre Supply Agreement and the UCC
has indicated that it will not oppose the relief sought by the Apphcants in the present motlon,

26. The Monitor is reviewing the Wood Fibre Supply Agteement and will be

Vo e

providing its recommendation with respect to same in a report to follow:

27. Certain parts of the Asset Purchase Agreement, the Wood Flbre Supply
Agreement and the Letter Agreement contain information that is conﬁdennal fo SSC Canada
and/or its employees, including confidential personal mformatlon and commerclally sensitive
wood fibre pricing information. There is no legitimate ratlonale for anyone to require disclosure
of the personal employee information and revealing sensitive pricing information may give SSC
Canada’s competitors unfair advantages that would not otherwise be avaxlablemto theém and could
disadvantage the Applicants and Partnerships in their ongoing restructuring initiatives;

28. Section 11 of the CC44; . R “ R

e AN S
L AR -

29. Rules 1.04, 1.05, 2.03, 3.02 and 37 of the Rules of le Procedure, R.R.O. 1990,

. . ‘4» .
\

. N

Reg. 194, as amended;
30, Sections 100 and 137(2) of the Courts of Justice Act, R.S.0.1990, C. ¢.43; and

TOR_H20:4275104.5 ) = 4
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31 Such further and other grounds as counsel may ad\nse andthls Honourable Court

may permit.

THE FOLLOWING DOCUMENTARY" EVD)ENCE w1ll be used at the

hearing of this motion: ' &;‘2_
1. The Affidavit of Dean R. Jones sworn July 28 2009 an:l the E:h;blt; thereto
2. The Affidavit of Eric Michaud sworn July 28, 2009;_ ' :
3, The Report of the Momitor (tobe flsc and ™ o W
4. Such further and other materials as counsel may advise and _fﬂié;i-lonomable Court
may permit. AT

July 30, 2009 OSLER, HOSKIN & HARCOURT LLP
P.0. Box 50 ;i s O
1 First Canadtan Place .
Toronto, ON MSX lBS

John A, Macdonald (LSUC #25884R)
Tel: (416) 862-5672 )

Shawn T. Irvmg (LSUC #50035U)
Tel: (416) 862-4733..
Fax: (416) 862-6666

.,

Lawyers for the Apphcan?s

TO: THE SERVICE LIST . '-
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Court File No. CV-09-7966-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

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

AND IN THE MATTER OF THE BANKRUPTCY AND
INSOLVENCY ACT, R.S.C. 1985, ¢. B-3, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF SMURFIT-STONE CONTAINER
CANADA INC. AND THE OTHER APPLICANTS LISTED ON
SCHEDULE “A”

Applicants

AFFIDAVIT OF DEAN R. JONES
(Sworn July 28, 2009)

I, Dean R. Jones, of the City of Montreal, in the Province of Québec, MAKE
OATH AND SAY:

1. I am the Senior Counsel, International Affairs & Assistant Secretary, of Smurfit-
Stone Container Canada Inc. (“SSC Canada”) and as such have knowledge of the matters to
which I hereinafter depose. Where I have relied on other sources of information, I have
specifically referred to such sources and verily believe them to be true.

INTRODUCTION

2. SSC Canada is currently the owner of the largest private harvestable land in
Québec with a total surface area of approximately 389,383 hectares (962,204 acres) (the
“Timberlands”). The Timberlands are located between the Saguenay-Lac-St-Jean and Mauricie
regions in the Province of Québec and are comprised of the following three blocks: (i) a
continuous block of timberlands located North/Northeast of the Gouin Reservoir (the “North
Block™); (ii) a continuous block of timberlands located East of the Gouin Reservoir (the “South
Block” and together with the North Block, the “Optioned Land”); and (jii) several smaller
parcels of timberlands located along the St. Maurice River (the “Lower St. Maurice Block”).

PAR HYA74221 4
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In early 2008, SSC Canada began to consider its strategic alternatives with respect

to the Timberlands. On April 30, 2009, after a comprehensive marketing and sales process, SSC
Canada entered into an asset purchase agreement (the “Asset Purchase Agreement”) with

Société générale de financement du Québec (“SGF”) which provides for a going concern sale of

the Timberlands and certain related assets and operations (collectively, the “Timberland

Assets”).

4.

This affidavit is therefore sworn in support of a motion seeking an Order,

substantially in the form of the draft Order included with the Motion Record:

(@

(b)

©

(@

TOR_H20:4236221.4

approving the Asset Purchase Agreement by and between SSC Canada and SGF,
which provides for a going concern sale of the Timberland Assets (excluding any
operations or land relating to SSC Canada’s La Tuque, Quebec paperboard mill
(the “Mill”), other than the supply of wood and wood products to the Mill from
the Timberlands); - :

authorizing the Applicants and the Monitor to complete all requirements,
conditions and transactions contemplated by the Asset Purchase Agreement;

vesting all of the Purchased Assets (as defined in the Asset Purchase Agreement)
in Gestion Forestiére du Saint-Maurice Inc., an affiliate of SFG and assignee of its
rights as permitted under the Asset Purchase Agreement, free and clear of any
rights, title, claims, security interests or other encumbrances upon delivery of a
Certificate by the Monitor confirming payment by SGF of the proceeds of the sale
of the Timberland Assets (the “Proceeds™) and the fulfilment of all conditions
precedent to the sale;

directing that 50% of the Proceeds that are received from SGF which relate
specifically to the sale of the Optioned Land, after deducting all expenses and
costs incurred in connection with the sale of the Timberland Assets, be delivered
to AbitibiBowater Inc. (“AbitibiBowater”), in consideration for (i) the entering
into of a wood fibre supply agreement (the “Wood Fibre Supply Agreement”)
by and between AbitibiBowater and Smurfit-Stone Container Enterprises, Inc.
(‘SSC Enterprises”) and SSC Canada dated July 22, 2009; and (i) the

11
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termination of all other agreements previously entered into between them and/or
their respective subsidiaries in respect of (a) the supply of softwood chips,
shavings and sawdust to the Mill; and (b) the Supply Contracts (as defined

below);

(e)  directing that the remaining proceeds that are received in respect of the sale of the
Timberland Assets (the “Remaining Proceeds”) be applied to the Canadian DIP
Term Loan (as defined below); '

(f)  approving the Wood Fibre Supply Agreement; and

(g)  sealing certain portions of the Asset Purchase Agreement, the Wood Fibre Supply
Agreement and the Letter Agreement (defined below) and treating them as
confidential pending further Order of this Honourable Court.

S. Each of the Applicants is either a direct or indirect si;bsidiary of éinurﬁt—Stone
Container Corporation, a Delaware corporation ("SSCC"), that, together with its subéidiaries, is
North America’s second largest integrated manufacturer of paperboard and paper-based
packaging and is one of the world’s largest paper recyclers. SSC Canada, together with the other
Applicants and Partnerships, is also the second largest integrated manufacturer of such products
in Canada.

6. SSCC and certain of its direct and indirect subsidiaries, including the Applicants
listed on Schedule "A" hereto and the Partnerships listed on Schedule "B" hereto, filed for
protection from their creditors under title 11 of chapter 11 of the United States Bankruptcy Code, 11
U.S.C. §§ 101-1532 (“Chapter 11”), in the United States Bankruptcy Court for the District of
Delaware (the “Delaware Court”) early on January 26, 2009. Later in the day on January 26,
2009, SSC Canada and the other Applicants were granted pmfccﬁoxi from their creditors
pursuant to the Companies’ Creditors Arrangement Act, R.8.C. 1985, c. C-36, as amended (the
“CCAA™), pursuant to an initial order of the Ontario Supefio} Cotirt"of Justice (Commercial
List) (the “Ontario Court”), as subsequently amended and restated (the f‘lﬁitﬁal Order”), and
Deloitte & Touche Inc. was appointed to act as monitor (the “Monitorf;’); ) -

7. The Initial Order, a copy of which is appended as Exhibit “A” to this Affidavit,
granted a stay of proceedings until February 25, 2009, or such late; date as- this Honourable

TOR_H20:4236221.4
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Court may order. By order dated February 24, 2009, the stay of proceedings was extended to
April 30, 2009. By order dated April 28, 2009, the stay of pmceedmgswas‘exteﬁded to June 30,
2009. By order dated June 25, 2009, the stay of proceedings was extended ‘o September 30,
2009. R .

8. A cross-border insolvency protocol was approved by thls Honom'able Court by
Order dated March 12, 2009.

9. Capitalized terms used herein but not otherwise deﬁned have the meanings

ascribed to them in the Asset Purchase Agreement. o o )
The Timberland Assets

(i) Overview of the Timberlands RTINS S S
10. As noted above, the Timberlands are the largest pnvate harvestable land in

Québec with a total surface area of 389,383 hectares (962,204 acres). The Tlmberlands are split
between the Optioned Land (which, as noted above, consists of the’ North:_Block (235,975
hectares or 583,118 acres) and the South Block (148,434 hectares or '366;795 acres)) and the
Lower St. Maurice Block (4,973 hectares or 12,289 acres). The Optioned . Land represents
approximately 98% of the total surface area of the Timberlands. T’ﬁetTilﬁbeflends have a total
merchantable inventory of approximately 17.3 million m® of which apprpxim:e;ely“l&o million
m?® are softwood species. |

11. The Timberlands are located between the Saguenay-Lac-St-J ean and Mauricie
regions in Québec. The North Block and the South Block are located a_pproxirhaxely 190 km and
130 km, respectively, from La Tuque’s urban centre and 175 km and 135 km, respectively, from
the Saguenay-Lac-St-Jean region. The Lower St. Maurice Block is located w1th1n a 40 km radius
around La Tuque’s urban centre.

12, The majority of the Timberlands are part of the La Tuque Reglonal County
Municipality (“RCM”™). Portions of the Optioned Land are also i in the Domame-du-Roy RCM
and 3,630 ha of the North block are in the Territoire du Nouveau Québec RCM The city of La
Tuque is the biggest agglomeration in the Mauricie reglon w1th approxnmately 12,200
inhabitants.

TOR_H20:4236221.4
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13 The Timberland Assets were formed through multiple aoqliisitions of parcels of

land over many years. SSC Canada acquired the Timberland Assets i May 2000, as part of
SSCC’s acquisition of St. Laurent Paperboard Inc. /Cartons St Iaurent Inc (“St. Laurent
Paperboard™). St. Laurent Paperboard acquired the Timberland Assets over the period of
several years, starting with the acquisition of the Optioned Land from Avenor Inc (“Avenor”) in
June 1994. The various parcels of land which now comprise the Lower St. Maunce Block were
acquired by St. Laurent Paperboard in the years following the acquxsmon of the Optloned Land.

i !
. '.‘ " e .
R A "’ s

14. The Timberlands benefit from an extensive network of well-mamtamed roads and
bridges. Approximately $9.9 million has been invested over the last 10 years in developing and
maintaining the road network. The Timberlands currently have 2 camp buildings for its La
Tuque-based employees perfonmng on-site work; one (known as Camp Cooper) can lodge 12
people and one (at Barrage Gouin) can lodge 10 people.

(ii) Species Mix

15. When measured by volume, softwood species make up approx:mately 75% of the
total volume on the Timberlands. The primary softwood species are spruoe, wlute and black, and
jack pine (83% of total softwood). The primary hardwood specle is wlnte bu'ch (79% of total

hardwood). BEEIRVEIEIE D

PERT

16. Approximately 46% of the surface area of the Timberlands are classified under

the 50 years old or older classes.

(iii) Operations
17. Since acquiring the Timberland Assets as part of SSCC’s acqmsmon of St-

Laurent Paperboard in May 2000, SSC Canada has sold the majority of the Timberlands’
harvesting volumes to third parties in exchange for stumpage fees based on ;:he volume and type
of wood harvested. SSC Canada generally does not conduct “in-house” harvestmg operations on
the Timberlands. SSC Canada does, however, typically retain a small portion of the Annual
Allowable Cut (defined below) of the Tunberlands in reserve for the Mlll Some of the reserve
timber is also offered to third party sawmills in exchangc for fibre supply (sawdust and wood
chips) in periods of timber supply shortage. The customers and SSC Qanada ‘share responsibility
for the maintenance of the road network on the Tlmberlands and certain elements of its
silvicultural (reforestation) activities. B

TOR_H20:4236221.4 REPTRI.
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(iv) The Annual Allowable Cut e :Zf no
18. The Annual Allowable Cut (the “AAC”) is the amount of tlmber penmtted to be

harvested on the Timberlands within a one year period to ensure ‘the sustmnablhty and
productivity of the Timberlands. The Timberlands® AAC has hlstoncally been calculated every
10 years as part of the Timberlands’ Forest Management Plan (desenbed below) ' The most
recent computation was conducted in 2001 using inventory data from 1999 " The optimal AAC
for softwood on the Timberlands has been established at 290, 000° m3 end 70 ,000 m* for
hardwood species. The softwood AAC on the Timberlands has ﬂuctuated between 280 000 m?
and 308,000 m? since 1965. A new calculation has been commenced w1th a new AAC expected
to be released in 2010-2011 along with the Timberlands’ Forest Manngement Plan for the 2011-
2021 period. Since 2001, SSC Canada has invested over $8.4 million in silvjcultural work based
on its assessment of the Timberlands® characteristics in order to ensure that the aVallable AAC
level can be mamtamed

19, Since setting the softwood AAC at 290,000 m’ in 2001 anmxal barvesting levels
on the Timberlands’ have, on average, been under the AAC by a.pprommately 70 000 m?, With
the currently weak economic conditions expected to last until the end of g009 and possibly
beyond, SSC Canada estimates harvesting levels for the years endmg December 31, 2009 and
2010 will remain sxgmﬁcantly below the AAC. SSC Canada estimates the mventory backlog
from five years of under-harvesting can be harvested in the years- followmg a market recovery.
As a result, in 2012, it is estimated that over 425,300 m? allowed under the softwood AAC for
the preceding 5-year period will not have been harvested. Consequentl);, “S'SC Canada projects

an additional 85,060 m® per year can be harvested over the 2012 to 2016 ?enod.

(v) Customers e e =
20. SSC' Canada currently has harvesting (supply) eontracts ‘in'. respect of the
Timberlands with two parties: (i) AbitibiBowater (2 contracts); and (n) the' Opltcxwan Sawmill, a
limited partnership formed by AbitibiBowater and the Atkanekw 0p1tmwan Fust Nations
community. '

21. The harvesting (supply) contracts with AbitibiBowater provtde for annual cutting
rights of 150,000 m® and 75,000 m?® respectively for an aggregate ..total of 225 000 m* (the
“AbitibiBowater Supply Contracts”). The AbitibiBowater Supply Contracts have rolling terms
of three and five years respectively and both have automatic annual l~year add-on prowsxons on

s !':'-. .
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15



T e e
March 31* of every year unless a party provides a notice of 1ts “intention 1to not extend the
duration of the contract. AbitibiBowater recently delivered tenn‘ih“aﬁonﬂbﬁouces for both
contracts. The AbitibiBowater Supply Contracts will nonetheless remafn m“force until March
31, 2011 (in respect of the 150,000 m® contract) and 2012 (m respect of the 75 ,000 m® contract),
.' ‘ﬁ

d -

«\ oW

1.

L. Vi
respectively. g

PR

22. The Opitciwan Sawmill’s harvesting contract provides | for annugl -cutting rights of
15,000 m® (the “Opitciwan Supply Contract”). The Opitciwan Supply Conttact has a rolling
term of 3 years and also contains an automatic annual I-year add-on prov1s1on on March 31 of
every year unless a party provides a notice of its intention to not extend the duratxon of the
contract. The Opitciwan Supply Contract continues in force in accordance w1th its terms and
may not be terminated by either party prior to March 11, 2011, Smee 1999 the Opitciwan
sawmill has harvested an average of 55,900 m? annually The amounts m exms of their
contractual rights were provided by AbitibiBowater. ‘ e ;; -_-‘

{vi) Employees and Contractors -

. n.“ ..1“"""-

23, Eleven people, all of whom are non-umomzéd, work for or in respect of the
Timberland Assets. e .:'.l’,
24, SSC Canada also has well established relaﬁoﬂships"vifi';h a"' 'seleet number of

contractors for silvicultural work on the Timberlands. These conh'acts are renewable annually
and SSC Canada designates the terms of the silvicultural actmtm, mcludmg the type and
locatlon of the work performed as well as measures to ensure eomphance to deﬁned standards.

Mes S ""%" vy -
The 1994 Asset Acqu:smon Agreement sl
25. As described above, SSC Canada acquired the Txmberland Assets as part of its

acquisition of St. Laurent Paperboard in May 2000. St. Lam‘ent Paperboard acqmred the
Timberland Assets over the period of several years, starting with the acqmsmon of the Optioned
Land, and certain other assets and operations, including certain mandufactunng facilities in
Québec and Ontario, from Avenor in June 1994, as part of Avenor’ ] spm-off 61" St. Laurent
Paperboard, pursuant to an asset acquisition agreement (the “Asset Aeqilisition Agreement”)

St. Laurent Paperboard acquired the various parcels of lands whlch now compnse the Lower St.
Maurice Block in the years following the acquisition of the Ophoned Land fmm Avenor

TOR_H20:4236221.4 BTN
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26. Of relevance to the present motion, the Asset Acquisi'tieti? Agreemem provided
Avenor with a right of first refusal in the event that St. Laurent Paperboard desn'ed to sell the
Optioned Land. ‘ > ""9""«

27. Specifically, section 5.1 provides that, if at any ume untll the 99"’ anmversary of
the effective date of the transaction, St. Laurent Paperboard Qesu'es to sell tran§fer or otherwise
alienate 250 acres or more of the Optioned Land to a person acung af’ arm s: length from St.

Laurent Paperboard, then St. Laurent Paperboard shall first offer to sell oulnght the Optioned
Land to Avenor. Avenor then has the option to: (a) accept the offer and purchase the Optioned
Land in accordance with all non-price terms at a price per acre ‘equal to the lesser of (D twenty-
five dollars ($25) per acre; or (ii) the price specified in the ongmal effer, or (b), refuse the offer,

' ‘-u- " ...‘t»

in which case Avenor nonetheless “shall be entitled to receive an. amount equal to the excess (if
any) of (i) the price per acre such third person paid for the Optloned Land, over the sum of (ii)
twenty-five dollars ($25) per acre and (iii) all expenses [...] incurred by St. Laurent Paperboard
in connection with the sale™:

IR L T

5.1 Right of First Refusal on Freehold Immoveables. If, at any - tnne on or
after the Effective Time until the ninety-ninth (99§E§ anniversary thereaﬂaer St p
Laurent desires to sell, transfer or otherwise alienate, dlrectly or indirectly,
including by way of dismemberments, two hundred and fifty (250) agres or
more of the Frechold Immoveables (the “Optioned Land”) _in; .any“one
transaction or series of related transactions to a Person acting at arm’s length
from St. Laurent (whether St. Laurent received an offer from the Person, made -
an offer to the Person or proposes to make an offer to any Person —in each case,
the “Original Offer”), then St. Laurent shall first offer to sell outright (the
“Offer”) such Optioned Land to Avenor in accordance with the. procedure set
forth in this Section S.1. Notwithstanding the foregoing; a series of WO 0r More - . E
sales, transfers or alienations with the same Person, or mf'Afﬁlmte ‘thereof, -
within a period of one (1) year shall be deemed to be “one transaction or series
of related transactions” for the purposes of this Section 5.1. e T
KR v

The Offer shall be sent to Avenor and shall be open for acceptance by ...
Avenor for sixty (60) days (the “Offer Period”) from the receipt of the Offer by
Avenor. The Offer shall specify all of the essential terms of the Original Offer,
including, without limitation, a description of the Optioned Land, the
approximate area of the Optioned Land, the price per-acte under the Oﬂgmal
Offer of the Optioned Land, the method of payment of, the price for the .
Optioned Land and the proposed date for closing for the purchase of the
Optioned Land. _

AN o

Avenor shall be obliged by dehvenng notice to St. Laurent wn:hm, but

not after the expiration of, [sic] the Offer Period at its sole option to elﬁaer' e

4" t..»

(a) accept the Offer, or

(b) reject the Offer. S VR S L S

TOR_H20:4236221.4 N o
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If Avenor does not accept the Offer within tho Offer Penod. then it
shall be deemed to have rejected the Offer. .

¥ ,,,... .._“i)k
If Avenor has accepted the Offer, then St Laurent sm]l sellguttg!;t 0 .
Avenor, and Avenor shall purchase from St. Laurent, the Optloned Land in
accordance with the [sic] all of the non-price terms of the Original Offer (oron
such other reasonable terms as the Parties may mutually agree) ata PMNIN .
to the lesser of () twenty five dollars ($25) per dcre, and (n') the pnce speclﬁed
in the Original Offer. S

If Avenor has or is deemed to have rejected the Offer, then St. Latwent
shall be free for a period of ninety (90) days from the end of the Offer Penqg fo
sell all (but not less than all) of the Optioned Land to any Person on. ‘terms * - .
(including, without limitation, the aggregate price) not mote favourable than as
provided in the Offer. If St. Laurent elects to sell, transfer or otherwise alienate
(including by way of dismemberment) the Optioned Land to a third. Rersog in-
accordance with this Section 5.1 after Avenor has or is deemed to have rejected
the Offer, then Avenor shall be entitled to receive an amount equal to the excess
(if any) of (i) the price per acre such third Person paid for the Optioned Land,
over the sum of (ii) twenty five dollars ($25) per acre and (iif) all expenses
(including, without limitation, commissions, professional fees and mutation -
taxes) incurred by St. Laurent in connection with the sale, St. Laurent shall pay =
Avenor such amount, without the necessity of a prior demand;‘:lmmediately ‘
upon the receipt of the consideration by St. Laurent from such third Person; if
the third Person pays for the Optioned Land by instalment, St. Laurent shall pay .
Avenor upon the receipt of each instalment a propertion of the above-referenced -
excess equal to the proportion the instalment is to the aggregate pumhase pnce

ds 4,. ~ - ”‘"?w

PR Y

28, The Asset Acquisition Agreement mcludes ‘a standard Wr in interest
provision. Specifically, section 10.2 of the Asset Acquisition Agréement prov1des as follows:

LT e NN
Tt .
10.2 Successors in Interest. This Agreement and the provisions hereof ‘shail -
enure to the benefit of and be binding upon the Parties and their- respecuve .
successors and assigns. Neither party may assxgn the agreement or any of its
rights and obligations hereunder without the prior written consent of the other

Party. No assignment shall relieve the assignor of its obhgatmns hereunder
'“ i : '-’ q&.

29, In or about 1998, Avenor was acquired by Bowa 'Cénadiini Forest Products,
Inc. (“BCFPI”), a subsidiary of Bowater Inc. (“Bowater”). In October 200_7,_. Bowater merged
with Abitibi Consolidated Inc. (“Abitibi Consohdated”) to become Ablublﬁowmﬂ As noted

The Letter Agreement with AbitibiBowater s “ S S

30. In early 2008, SSC Canada began to consider its strateglc altematlves w1th respect
to the Timberland Assets. In August 2008, SSC Canada engaged Scpna Qapltal Inc. (“Scotia
Capital”) to act as SSC Canada’s financial advisor to canvass th_e market w1th a view to pursuing

A ¢ v\«g.u
a potential divestiture transactwn for the Timberland Assets. '

h e A “‘
o N
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31. At all times, SSC Canada has acknowledged that, as a guccessor of St. Laurent

Paperboard, it is bound by and is required to comply with the restrlctlve corenants set out in the
Asset Acquisition Agreement, including the right of first reﬁxsal in. respect of the Optioned Land
set out in section 5.1. To that end, shortly after engagmg 4Scotli;éap1tal ‘SSC Canada
commenced discussions with AbitibiBowater to advise it that SSC Canada,iyvas interested in
selling the Timberland Assets and to determine whether it would consxder Walvmg BCFPI's

rights under section 5.1 of the Asset Acquisition Agreement in consrderanon for a new shanng of

proceeds arrangement and the entering into of a new wood ﬁbre supply agreement for the Mill.

. ; in
e ““.-.

i«»'—l ‘{.‘

32. On or about September 30, 2008, followmg 2" series. “of negotxatlons, SSC
Enterprises entered into a letter agreement (the “Letter Agreement”) wrth BCP;PI in respect of,
among other things, a temporary waiver of certain of BCFPI’s nghts under the Asset Acquisition
Agreement, In particular, in the Letter Agreement the parties agreed, mter alza, that:

(@  BCFPI would waive its rights under secuen 51._of the' Asset Acquisition

Agreement for a period of two years; ~L
e 3 A "'hh .
(b)  SSC Canada would undertake as promptly as pos31ble the proeess of marketmg

and selling the Timberland Assets; ST L,

(c)  in the event that a sale of the Timberland Assets Qa“é‘ ebnsummated by SSC
Canada, SSC Canada would pay to BCFPI an amount equal 1o 50% of the net
proceeds received which relate specifically to the sale of the E);)t'lorred Land, after
deducting from the purchase price all expenses and cpets incurred in eonnee’aon
with the sale of the Timberland Assets, immediately upon recelpt of the purchase

price by SSC Canada; and . '.,.::;‘1;'."—‘éﬂ':égi‘}:&_w .

(d)  in the event that the net proceeds from the sale of the Optloned Land were less
than $50 per acre, SSC Canada would pay to BCFPI only that poruon of the net
proceeds that exceeds $25 per acre. SR IR A

33. In addition, BCFPI and SSC Enterprises and SSC ‘,anada ageed that, as a key
consideration to the sharing of proceeds arrangement, the partles would enter mto a new wood
fibre supply agreement in respect of the Mill, the terms and condmoqstgﬁ»whw_l;_wgre appended
as an exhibit to the Letter Agreement. The partics acknowledged that the fefts and conditions of
TOR_H20:4236221 4 | l:.. . ":v"'\" i

r‘-w Y b
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the new wood fibre supply agreement formed an integral pan and essengal condltxon of the
Sy
Letter Agreement. A copy of the Letter Agreement with the attached term*:heet dated September

30, 2008 and accepted on October 8, 2008 is attached as Exhibit “B” to thl§ Affidavnt

34. On April 16, 2009, AbitibiBowater filed for and was granted protectlon from its
creditors in the United States under Chapter 11 of the Bankruptcy Code (the “AbltlblBowater
Chapter 11 Proceeding”). On April 17, 2009, Ablmeowatet wgs.grampd protectlon from its

creditors pursuant to the CCAA, pursuant to an initial order of the Supenor Court of Québec.

wwr

TG

L)

Marketing and Sales Efforts | i
3s. As described in greater detail in the affidavit of Eric Mlchaud dated July 28, 2009,

the sales and marketing process in respect of the Timberland Assets was conducted by Scotia
Capital in two phases. In the first phase of the sales process, Scotla Capltal cdntacted 57 potential
purchasers which it thought might be capable and interested in acqmrmg the Tlmberland Assets.
Of the 57 potential purchasers contacted by Scotia Capital, 50 parties’ expressed some level of
interest in respect of an acquisition involving some or all of the Timberland Assets “Teaser”
documents were developed and distributed to these 50 potent:al purchasexs and SSC Canada
ultimately entered into non-disclosure agreements with 13 partxes 9 sl;ateglc purchasers and 4
financial investors. The 13 potential purchasers who entered into non-dxsclomue ‘agreements with
SSC Canada were -also provided with a copy of a confidential mformatlon memorandum
(“CIM”) and were invited to submit non-binding expressions of mterest by late October 2008.
The CIM provided a comprehensive description of the Timberland Assets o

|

5

v »I.
R
.1,. - "uc‘

36. Of the 13 potential purchasers who executed” non-dxsclosure agreements and
received a CIM, SSC Canada recelved first round non-binding bids for the Tlmberland Assets
from three parties - 2 bids from strategic purchasers and 1 from SGF, alQuébec provincial
government financial institution.

en
.;.--" '

37. In the second phase of the sales process, Scoua Cap1 rqyl W@d the three first

lhﬂ” AN

round non-binding bids and discussed them with SSC Canada s management. team. SSC Canada,
together with Scotia Capital, met with and delivered management presentaﬁons to two of the
parties who submitted first round bids (SGF and another party) and prov1ded those patﬁes with

access to a confidential on-line data room.

TOR_H20:4236221.4
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The SGF Non-Binding Bid o ,:;-:.Z‘ |

38. No binding offers were submitted in respect of the meahnd Asset by the
requested deadline of December 16, 2008. SGF submitted a second r round mn-bmdmg bid on
January 21, 2009. SSC Canada proceeded to negotiate with SGF begween’February and April
2009 in an attempt to reach an agreement to secure the best possﬂ;)le transactwp for the sale of
the Timberland Assets. PSR R

P

I e
39. On April 30, 2009, following extensive, arm’s length negotlatlons, SSC Canada
signed the Asset Purchase Agreement with SGF (bereinafter; the' “Purchaser”) The Asset
Purchase Agreement is subject to the approval of this Honourable Com A copy of the Asset
Purchase Agreement with schedules is attached as Exhibit “C” to this Affidavit. o © .

-\

The Asset Purchase Agreement P
40, The Asset Purchase Agreement provides that SSC Ca.nada agrees to sell assign,
convey and transfer to the Purchaser, and the Purchaser agrees to purchase ‘and acquire from SSC

Canada, at the time of Closing, the Purchased Assets (deﬁned below)
b e ‘ur‘\"' X
41. The total consideration payable by the Purchaser pursuant to the Asset Purchase

Agreement is $60,400,000, subject to certain pre and post-closmg purchase“‘*pnee adjustments
(the “Purchase Price”). As noted above, the Optioned Land represents approxnnately 98% of
the assets being sold to the Purchaser under the Asset Purchase Agneement

"15.“

A. The Purchased Assets
42, The Purchased Assets consist of all of the undertakmg, .busmess and assets

"! IS P
relating to the ownership and management of the Timberland Assets ‘deﬁned in the Asset
Purchase Agreement as the “Business”), including all of SSC Canada’s nght, tltle and interest in
the following assets in connection with such undertaking, busmess and operauons, in each case

to the exclusion, without limitation, of the Excluded Assets (deﬂneg below) 3 Lo

. |i,r§5;t

e
()  the Books and Records; . o jmwp ..
s
(b)  the Contracts; R N
(©)  the Equipment; LT
L e g
(d) the Licences, to the extent assignable; v

TOR_H20:4236221.4 . B0
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(¢) the Intellectual Property;

(f)  the Prepaid Expenses;

(g) the Real Property; -
(h)  the Real Property Leases; , i,
(i)  the Rolling Stock;

(G)  the Third Party Leases;

(k) the inventory; and

PR
Tﬂ P “l&lﬂ

4y all of SSC Canada’s property located on prem:ses le‘asea\‘irnirs 3 t to the Camp
Leases. N
B. Excluded Assets T A
43, The Asset Purchase Agreement provides, inter alza, that oertam of the property
and assets of SSC Canada in respect of the Business will not be acqmged'by the Purchaser (the
“Excluded Assets”). The Excluded Assets include the followmg : i

£ --Zi"’u " Hia

(a) all accounts recexvable, notes receivable, book debts and other debts due or
accruing due to SSC Canada with respect to the Business at the close of business
on the Closing Date;

\ ‘ Tar e -ﬂ“k;;'

. v .

T S
-

(b)  all insurance policies of SSC Canada assoclateci ‘\‘Nlﬂl Ehe Busmms,

ATy
e

(c) all tax refunds and credits receivable by SSC Canada; o

i d-n-a.',’- 2 "'“”

(d  all cash on hand, bank balances, moneys in the possesswn of banks and other
depositories, term or time deposits, guaranteed mvesl:ment gemﬂcates, treasury
bills, other securities and other similar cash or cash-eqmvalent items (other than

Prepaid Expenses);
()  allinter-company accounts receivable; R ..

(f)  all immovable property other than the Real Property, .‘.;:'.:

ﬂq ‘-lh‘ [

TOR_H20:4236221.4 ~
R



(g) all items listed in Schedule 1.1(y) of the Asset PurchaseAgreement

(h)  the “Smurfit” and “Smurfit-Stone” names, marks, logos, u'ade dresses and names,
i~ B’
marks, logos or trade dresses similar thereto; and -

At
AL TN
.'ds"‘ m

@  SSC Canada’s rights, fitle, intérest under the Wood CluP Contracts s defined
below) and the Supply Contracts (as defined below). * o

PR

44, For greater certainty, the Mill is an Excluded Asset and ls }hetefore not being

™™ T 2
acquired by the Purchaser pursuant to the Asset Purchase Agreement. “

T e

Thp e,
e e e

C. Assumed Liabilities

45. At Closing, the Purchaser shall assume all ‘of the “Assumed Llabxlmes”
summary of the Assumed Liabilities (which speclﬁcally do not melude the “Excluded

‘“Kll

Liabilities”™) is as follows: e B

L, Bt

(a8 all written or oral contracts; agreements, leases, unﬁlled1 orders, forward
commitments, indentures, instruments, commﬂments and orders made by or in
favour of SSC Canada primarily in connection w1th the Busmess, other than those

forming part of or pertaining primarily to the Excluded Assets (collecuvely, the
“Contracts”); i :u_m betnn's ~

(b) all permits, licences, certificates of compliance, consents, approvals and
authorizations of, or registrations with, any “Govemmenml Authonty” held by
SSC Canada and pertaining primarily to the Busmess or the Purchased Assets,
including certain material licences (collectlvely, the “Licenses”),

AT W

-

(c) all leases for “Real Property” made in favour of SSC Canada, as lessee or tenant
and all leasehold improvements on, in, over or under such ‘Leased Real Property”
wh1ch belongs to SSC Canada (collectively, the “Real Property Leases™).

D. Excluded Liabilities f

oo su . 1,.

46. Other than the Assumed Liabilities, no other’ hablh’ues or obhgatlons of SSC
Canada or with respect to its business or assets are being assumed by the Purchaser. The
“Excluded Liabilities” include, without limitation, the followmg e

TOR_H20:4236221.4 T
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(a)  all liabilities and obligations of SSC Canada under the fol]owmg wood chip
contracts (collectively, the “Wood Chip Contracts”)

,:‘...~_. g — —

(1)  Contrat d’achat de rejets de tamisage de copeaux (65-39-2002) between
BCFPI and Embllages Smurfit-Stone Canads ‘Inc (“ESSCI") dated
August 1, 2002; b

(2)  Contrat d’achat de sciures et rabotures résineuses (65:89éib(ii)' between
BCFPI and ESSCI dated April 1, 2001; . R

(3)  Comtrat d’achat de copeaux résmewc (65-39-2003) between Le Syndicat
des Producteurs de Bois de la Mauricie and ES§CIdatgd March 1, 2003;

-~

(4)  to the extent not already terminated, Contrat d achat de sciures et
rabotures et de rejets de tamisage de co?egc (§5-74—2001) between
Abitibi Consolidated and ESSCI dated Apnll 2001, .

i
T
m,
PR o

(b)  all Liabilities and obligations of SSC Canada under the followmg harvestmg
(supply) contracts (collectively, the “Supply Contracts”)

(1)  Contrat de vente de bois sur pied (50-3VP-01) between ESSCI and

PPCRTTT P

Abitibi-Consolidated dated November 25, 2001 and A_f _'

(2)  Contrat de vente de bois sur pted (50-6VP 01) between ESSCI and BCFPI
dated June 3, 2002; and Lo - e

R

() all salary, wages, bonuses, benefits, vacation pay, severance, mdemmty in lieu of

TS

notice of termination, retirement and pension benefits and all othcr amounts, if
any, which may be payable to the “Excluded Employees”. .- r?F .
B N
E. Employees L e e
47, The Asset Purchase Agreement provides that the Purchaser shall employ the

Assumed Employees (listed in Schedule 2.7 of the Asset Pm'chasq Agreement) as of the Closing
Date, which employment shall be on substantially similar terms and condmons enjoyed by the

-, H R
) -‘l- v
v -
Ealam o

PRY R
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e
Employees immediately prior to the Closing Date There are elght employees hsted on schedule
2 7 l’... A “?‘
48. SSC Canada has agreed to pay, satisfy or otherwise’ settle all salary, wages,

bonuses, benefit, vacation pay, severance, indemnity in lieu of notice: of terrmn?tlon, retirement

and pension benefits and all other amounts, if any, which | may ﬂbe ‘payable to the Excluded

Employees and to indemnify and hold the Purchaser harmless in respect of same
ﬂ.‘ :\ﬁ:"fl\ *"?‘f ;.. N
§ v

F.  Conditions of Closing . : .

49. The Asset Purchase Agreement includes certam closmg condrtlons that are

required to be satisfied on or before the time of Closing. A summary of the prmcrpal conditions

of Closing include the following:' A

(a)  all of the representations and warranties of the Purchasei and of SSC Canada shall
be true and accurate in all material respects; . - .. e

ERAs SLC VNRRY N

(b)  all of the terms, covenants and conditions of the Asset Purchase Agreement which
are to be complied with or performed by the partres shall have been complied with
or performed in all material respects; : v i

‘ r’!,"‘lt-. *an -

(¢)  the hypothec in favour of National Bank Trust Inc. reglstered at the land registry
office of the Registration Division of La Tuque under number 11 805 716 shall,
by registration of the Final Judgment on the relevam mdeg'c of nnmoveables, be
discharged and shall be shown as totally drscharged on the mdex “of immoveables
at the said registry office in respect of the Real Property aﬂ'ecwd thereby, and all
other Liens that are not Permitted Encumbrances shall have been fully discharged
as against the Purchased Assets, as evidenced by entry of the Final Judgment, in

each case at no cost to the Purchaser; =« ' UL ‘“te";,
i. ' e i - -.1:“‘"‘ Lo

(d  no Material Adverse Effect shall have occurred; _ S
. », d“”l\. "l‘T

(e)  the Purchaser shall have been 1ssu,ed an owner s trtle msuranee pohcy in respect
to the Real Property;

. ‘.4.

(f)  the Transitional Services Agreement and the Lease shall have‘been duly executed
by SSC Canada; '

TOR_H20:4236221.4
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(g) the Supply Contracts shall have been termmateq by mstrument in writing,

including a renunciation of all cutting or harvesting nghts pa1d m -advance;
*, ‘_, ‘H.‘ ""*q e

(ﬁ) payment by the Purchaser of the Purchase Price o f K

Ve bl

(i)  an order of the Ontario Court and the Delaware Court shal,l have been entered (i)
approving and authorizing the Timberlands Asset purchase and authonzmg the
Purchaser to enter into the Asset Purchase Agreement and all related agreements;
and (ii) vesting the Purchased Assets in the Purchaser, ﬁ'ee and clear of all claims,
liabilities, obligations, rights of first refusal, or other pre-emptlve nghts in favour
of third parties or Liens (other than Permitted Encumbrances), and the time to
appeal, petition for certiorari, or move for reargument_aor Ielwarmg has expired

M.ﬁ .......

and no appeal, petition for certiorari, or other proceedmgs for reargument or
rehearing shall then be pending or, in the event that an appeaf has been sought,
such appeal shall have been denied by the h1ghest court to whloh such order was

appealed and the time to take any further appeal shall have expn'ed.

‘“A,.;. Co
b.: oo “*L:.‘

G. Assignment | i ul‘ul“”.'.' o 1

50. The Asset Purchase Agreement provides that no party will assxgn the agreement
or any interest therein without the written consent of the other party havi.ng ﬁrst been obtained,
which consent may be withheld by the other party for any reason in 1ts sole dxscretxon,. provided
however, that such consent shall not be required if a party asmgns the Asset Purchase Agreement
to one or more of its Affiliates (as defined therein). il

. i

N SR TR ~ o . a
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51. It is my understanding that the Purchaser has asmgned its nghts under the Asset
Purchase Agreement to its affiliate, Gestion Forestidre du Samt-Mamcq.Inc and that, should it
be granted, the Order will vest all of the Purchased Assefs in Gestlon‘ Foresuére du Saint-

Maurice Inc. ’ S », wikmy .

| ‘ Sy ‘*‘?.“-ns"' ¥ SR
Direction to Pay a Portion of Proceeds to Abltlb:Bowateq‘e;:-
52. Pursuant to the express terms of the Letter Agreement,an&ixovxded that this

Honourable Court and the Delaware Court approve the Asset Purchase ,"Afg}ee":ﬁeﬁi and grant an
Order substantially in the form of the draft Order included in the Motion Record, SSC Canada
intends to pay 50% of the Proceeds that are received from SGF whnch relate spec1ﬁcally to the

ath ‘i“m by 3

-
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sale of the Optioned Land, after deducting from the Purchase Pnce all expenses and costs
incurred in connection with the sale of the Timberland Assets, tg_éb;ublB‘pwater The proceeds
received in respect of the sale of the Optioned Land represents approxxmately 98% of the total
proceeds received in respect of the sale of the Timberland Assets. e

53, SSC Canada anticipates that the total proceeds payable to AbmblBowater will be
approximately $28 million, R

Direction to Apply Remaining Proceeds to Canadléh DIP- Term Loan
54, Pursuant to the terms of the Initial Order, the Ontario Court authonzed a debtor-

in-possession credit facility (the “DIP Facility”) in order to,  amongst ( other thmgs finance the
Applicants’ and Partnerships® post-filing working capital requxremelts and penmtted capital
expenditures. The total commitment under the DIP Facility is US$750 nnllxon and is comprised
of (i) US$315 million in revolving facilities available to both SSC Enterpnses and SSC Canada;
(ii) a $400 million term loan available to SSC Enterprises; and (iii) gUSSSSmnlhon term loan
(the “Canadian DIP Term Loan”) available to SSC Canada. & aly T

55. As at July 16, 2009, the amount drawn under the Canadmn DIP Term Loan
totalled US$35 million. s n,‘;m* B

56. The Initial Order grants a super-priority charge on the.. Ai);iiicants’ property,
including the real property listed on Schedule “C” to the Imt1a1 Order, for all amounts borrowed
under the DIP Facility (the “DIP Charge”), ranking in pnornty to all other liens, charges and
security interests, but subordinate to the Directors’ Charge (as deﬁned m the Imtlal Order) and a
portion of the Administration Charge (as defined in the Initial Ordef) The Tunberlands are listed
on Schedule “C” to the Initial Order. The DIP Charge ranks in pnonty to the secunty granted
under the Applicants’ and Partnerships’ pre-filing (2004) seeured credit facﬁlty - i

mlul ann
e

57. SSC Canada is expressly permitted to sell the Tlmberland Assets under the DIP
Facility. Specifically, section 6.12 of the DIP Facility provides as followg' ; ;3

Section 6.12 Disposition of Assets. Except as may be authorized by orders .

of the Bankruptcy Court or the Canadian Court, as applicable, and on terms'and - - -
conditions acceptable to the Administrative Agent, each of the Loan Parties.will
not, and will cause their Subsidiaries not to, sell or otherwise. dupose of any
assets...except for [...] (iii) sales of assets listed on Schedule 6, 12 [ g

TOR_H20:4236221.4
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58. Schedule 6.12 includes as a “Permitted Asset Sale”:

Canadian Borrower’s Quebec timberlands with a total snrfaee .area. of 389,383
hectares (962,204 acres) which are comprised of a North™ Block (235975
hectares or 583,118 acres), a South Block (148,434 hectares 953 119§wes)a U
and a Lower Saint-Maurice block (4,973 hectarés or 12,289 acres).” '

‘Wi;.-.

59. Subject to the approval of this Honourable Court and thev approval of the
Delaware Court, SSC Canada intends to apply the Remaining Proceeds (totalhng approxunately
$29 million) to the Canadian DIP Term Loan. o S ]

The Wood Fibre Supply Agreement e R
60. As noted above, one of the essential conditions of the Letter Agreement was that
SSC Canada and AbitibiBowater enter into a new wood fibre supply agreement in respect of the
Mill. To that end, on or about July 22, 2009, SSC Enterprises, SSC Canada and- AbitibiBowater
entered into the Wood Fibre Supply Agreement. The initial term of the Wood Fibre Supply
Agreement is seven years and the agreement includes an optlon to extenq the te:m of the supply
agreement for an additional minimum period of three years upon the same terms and conditions.

A copy of the Wood Fibre Supply Agreement is attached as Exhibit “D" to thxs‘ ;\ﬂidavnt

. ,,-4.

e

61. Set out below are some of the pnnclpal terms of the Wood Flbre Supply

Agreement: : ;...».-:;:33- o
- *‘ “)!. i:: ::._:

(@  AbitibiBowater will sell to SSC Canada ﬁ'om its forest products facilities

identified in the Wood Fibre Supply Agreement (the "Faellmes”), and SSC

Canada will accept, purchase and arrange to. have dehveted at the Mill, a

b

minimum annual supply of (i) jack pine wood chlps (“Wood Chips”); (ii)
softwood shavings (“Shavings™); and (iii) softwood sawdust (“Sawdust”),

'\uﬁ Ly
(b)  AbitibiBowater will provide SSC Canada on a quarterly basmnot later than 30
days prior to the commencement of each quarter, a produchon forecast for Wood
Chips, Shavings and Sawdust per each of the Facﬂmes for the ensumg quarter,
and during the quarter monthly estimates of such productlon at the beginning of
each month in order to assist SSC Canada in its opqmuops planmpg at the Mill;

(©)  Wood Chips, Shavings and Sawdust delivered pursuant‘t,q the -W_pod}f‘lbre Supply
Agreement must meet specifications consistent with historical practices;

i ,:‘.,'-‘w.. L N

aT " ke

TOR_H20:4236221.4 . .
<l ke

R SR AP

28



@

©

®

®

(h)

TOR_H20:4236221.4

-20-

g SION

for the first 12 month period commencing on Octobet 1 2008 (ﬂ:e “Effectlve
Date”) and ending on September 30, 2009, prices 'wxll be‘below current market

rates;

B o
after the first twelve month period commencmg on the Effecuve Date (the

“Annual Period”), pricing for Wood Chips, SMm&(suluect to the exception
below) and Sawdust will be adjusted to reflect market pnces ‘to the extent possible
for each type of fibre for each subsequent Annual Penod dunng the term of the
agreement. The parties will meet at least 90 days pnor to the e_nd of each Annual
Period and exercise their good faith best commerctai eff‘orts to mutually
determine the market prices for the ensuing Annual Penod,’ In the event the
parties fail to reach agreement a neutral third party arbltrator (agreed upon by
both parties) will determine the market prices for Wood' Chlps, Shavmgs and
Sawdust for the Annual Period in dispute. whtch determmatlon will be (x) final and
binding upon the parties and (ii) in the event such' dete!mmatton is' made after
October 1 if the Annual Period in dispute, applied retroactwely as of and from
October 1 of the Annual Period in dispute for the duratlon of such Annual Period;

4 k

the price for Shavings will not be adjusted after the ﬁrst Annual Period to reflect
market prices until such-time during the second Annual ngod (whlch penod

AL B

a certain quantity of Shavings to SSC Canada (the “Shortfall Tonnage”) Upon
fulfillment by AbitibiBowater of its obhgatlon to dehver the Shortfall Tonnage to
SSC Canada, the price for Shavings will be adjusted for ‘the Temainder of the
second Annual Period to reflect the market pnce for Shavmgshas determmed by

gy g

the parties, exercising their good faith best commerctal effons

Ay a-_

r ’1)

in the event prices for Wood Chips, Shavings and/or Sawdust are detenmned by
arbitration, either party may, if not satisfied. with swh"determmatlon, elect to
terminate the agreement on two years’ written notice glven to ‘the other party not
more than 30 days after the date of the arbitrator’s determma’a ol e

the Wood Fibre Supply Agreement forever terminates, replaoes and constitutes a
mutual full and final release and discharge of each partyag favour of the other in

Huﬂ
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connection with existing fibre supply obhgauons that have been entered into
between them and their respective subsidiaries for the M;ll hsted in sechon 15
thereof. e

62. At the time the Wood Fibre Supply Agreement was s1g£1ed, the following
ancillary agreements were also executed by the parties: (i) an agl‘eﬁmﬂ 102&:3;:% the existing
fibre supply obligations in respect of the Mill (as listed in section 15 of the Wood Fibre Supply
Agreement) (the “Termination Agreement”); (ii) a waiver and release glven by Ablt:blBowater
in favour of SSC Canada wherein AbitibiBowater waived all of its nghts and mterests in respect
of the Optioned Land, including its rights under section 5.1 of the Asset Acqu.lsmon Agreement
(the “Waiver and Release”); and (iii) an indemnity agreement, whe{e%bmbgliowater and SSC
Canada each agreed to share the risk and cost of any (a) indemnity amount whleh may become
payable to SGF under the Asset Purchase Agreement and (b) expenses, mcun'ed to defend against
and/or settle any such claim (the “Indemnity Agreement”), The parues have agreed that the
Termination Agreement, the Waiver and Release, the Indemmty Agreement and the Wood Fibre
Supply Agreement are to be held in escrow and will only become enfgrcepble upon payment to
AbitibiBowater of 50% of the Proceeds that are received from SGF ;vluch eelate speclﬁcally to
the sale of the Optioned Land, after deducting all expenses and costs lqcutred mmnnecuon with
the sale of the Timberland Assets. Copies of the Termination Agtee_ment, the Waiver and

Release and the Indemnity Agreement are attached as EXhlbltS “En P, “and “G” to this

Affidavit, respectively. . »*'-'1.: . l“;" u“"la.? _
' ,m“ ™ Mﬂa "1& 1 z
63. It is SSC Canada’s belief that the Wood Flbre Supply Aggeement is fair and

reasonable in the circumstances. It is my understanding that the Momtor ls rewemng the Wood
Fibre Supply Agreement and will be providing its recommendation. w1th Iespeet to same in a

report to follow. _ .
" f‘-ii*l *"’f v-h— H
Lo J;n:--l ‘%n -
64. It is my further understandmg that AbltlblBowater‘vnll b‘é\hseekmg a declaratlon

from the Delaware Court in the AbmblBowaIer Chapter 11 Proceedmg conﬁrmmg its capaclty to
enter into the Wood Fibre Supply Agreement R X

It &
‘--' ,.« 'r FEN

. .At. e
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The Asset Purchase Agreement is the Best Transaction Available to

SSC Canada b ing
65. Based on the marketing initiatives taken by Scotia Capltal and the blds recelved, I

believe that the Asset Purchase Agreement represents the best: poseuble transactlon in the
circumstances for the benefit of SSC Canada and its stakcholders,‘ mcludmg its secured and
unsecured creditors. Nl ey

66. The Asset Purchase Agreement has the following bencﬁts: ‘

(@) it represents the maximum recovery available to SSC Canada-‘and a mgmﬁcant

source of recovery for creditors;

Se_

l-¢ A

(b) it preserves the jobs of the Assumed Employees who worked foi: or in respect of

the Timberlands Assets; . -

e v
W, W
‘g . /

(c) it divests SSC Canada of assets that were non-core to it_s busmess, and ™ -

BN et

(d) it is unopposed by the Committee of Unsecured C:ed;torssof S§C Canada et al.

‘\.‘ "\-.,

(the “UCC”). SSC Canada has had extensive dJscussxons with' the UCCin respect
of the Timberland Assets sale and the entering into of the Wpod Fibre Supply

'j«%.

Agreement. The UCC has been kept fully updated on the present mouon.

67. In the event that the sale of the Timberland Assets and the Wood Fibre Supply
Agreement (which is conditional on the approval of the Asset Puroshase i\greement) are not

completed and/or approved by this Honourable Court, 1t“'1s estlmated, ‘based upon a
comprehensive analysis conducted by SSC Canada, that the net presex;t‘ value of additional costs
and lost productivity at the Mill going forward (as descxibed below)'.'w‘ill .be significantly in
excess of the amount to be paid to AbitibiBowater in respect of the sale of the Optloned Land.

68. In particular, if the sale of the Timberland Assets,_dqes‘not close and the Wood
Fibre Supply Agreement is not approved by this Honourable Court, 1t is h1ghly unhkely that SSC
Canada will be able to obtain sawdust from AbitibiBowater, or from any other sawdust supplier
in the La Tuque region, on the same or similarly favourable terms: as those that have been
negotiated in the Wood Flbre Supply Agreement. Sawdust is currently the “lowest cost fibre
supply for the Mill with price highly seasitive to supply. Abltlbl]}gWater gqrrently provides

TOR_H20:4236221 4 P e, 0
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approximately 60% of the sawdust to the Mill and generates appro:umately 40% of the sawdust
in the La Tuque region. Any additional sawdust which is not a.lleady supphod to the Mill by

p‘ ] Mu v

AbitibiBowater or by the other suppliers of sawdust in the La Tuqug tegxgn ‘ls hkely already

'!ll‘ Y
committed to other users of sawdust (pellet plants, etc.). —
e ﬁﬂ"'::: S
69. Accordingly, in the event that the Wood Flbre Supply Agroement is not effected,

the Mill will be required to substitute sawdust with some other lngher cost ﬁbre (x e., shavmgs or
wood chips). SSC Canada estimates that substituting sawdust for- somg otl;er hlgher cost fibre
will increase the Mill’s fibre cost by approximately US$9 ‘million } per-year gomg “forward (or
approximately $26 per tonne) (subject to exchange rate movement) and w111;educc the Mill’s
pulping capacity by approximately 50 tonnes per day. Y '

70. In addition, a reduction in the supply of sawdust and/or a subshtuhon of sawdust
for some other higher cost fibre will require a significant outlay of cap1tal ml:l ordet to modJ.fy the
pulping capacity at the Mill. Currently, the Mill has two dlgesters dedloated to sawdust pulping.
To compensate for the estimated 50 tonne per day pulping deficit wh;ch would be caused by a
substitution away from sawdust, SSC Canada has determmod that the Mﬂl would be reqmrcd to
(i) increase the capacity of softwood chip pulping; and (ii) i mcreaso 1ts consmnptlon of double-
lined kraft recycled fibre (“DLK™). SSC Canada estimates that the sottwpoq pulpmg capacity
will cost approximately US$760,000. It is estimated that the reqmred modlﬁcauons to increase

DLK consumption will cost approximately US$900,000. e ":ﬁi i
71. SSC Canada estimates that the additional operating costs wﬂl be s1gmﬁcantly in

uuuuu

excess of the Proceeds when one includes the impact of mcremental ﬁnanomg It is estimated
that the additional operating costs will also be in excess of the. P _go‘qus when -incremental
financing is excluded. Notably, it is estimated that the addltlonal costs undel; both cost streams
will be significantly greater than the share of the proceeds that are payable to AbitibiBowater
pursuant to the Letter Agreement (and the Asset Acquisition Agreemem) m rcspect of the sale of
the Optioned Land. ‘ a "'

[ I
p ' g R
nhu mv.‘,, AR ﬁ o .,
L
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Sealing Order g

R )

mers ‘,’ps also seek an
Wood Fibte Supply

72. As noted above, in this motion, the Applicants and P'
Order d1rectmg that certain parts of the Asset Purchase Agtoement, fhe

4 ‘n;ﬁ"
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Agreement and the Letter Agreement be scaled and not form part, oi the pubhc record until
further Order of this Honourable Court, as they contain mfonnatlonvthat xs conﬁdentlal to SSC
Canada and/or its employees. e '

A. Confidential Informatlon in the Asset Purchase Agreement

L’" i‘* %$"~.. -

73. Schedule 1.1(u) of the Asset Purchase Agreement contams.a hstmg of the names,

titles, salaries and years of service of the Employees and Schedule 2 7 contmns a listing of the
Assumed Employees. Personal information of this nature, partlcularly emplpyee names and
salaries, is personal, commercially sensitive and governed by pnvacy leglslatmn. The Apphcants
have not requested that the Assumed Employees provide them with wawers (ei'"any other similar
form of approval) in order to permit the disclosure of this mformatlon and the eonﬁdentlahty of

such information should be maintained, especially since there is no legltlmate rationale for

anyone to require disclosure of such information in the emumstances
. ‘

: ml .._;.ﬁv!"'l‘l ' " T 't:
B. Confidential Information in the Wood F |bre Supply Agreement and

Letter Agreement o T
74. The confidential information contained in the Wood Flbre Supply Agreement and

the Letter Agreement relates to (i) the price of sawdust, shavings and wood clnps during the first
Annual Period and (ii) the volume of wood fibre being purchasod by SSC anada (during the
term of the contract. The price of wood fibre which has been neg:mated by éSC Canada in the
Wood Fibre Supply Agreement during the first Annual Period represegts 2. slgmﬂcant benefit to
it and, as the cost of wood fibre is one of the key components in a paper mlll's cost slructure is
extremely commercially sensitive information. Should ﬂns ﬁformauon become publicly
available, third parties who compete with SSC Canada in the‘ egp@q,erboarg and packagmg

market would be at a competitive advantage because they ‘could benchmarlc the Mlll’s cost
structure against their own cost structure.

75. Furthermore, if SSC Canada’s pricing and volume mforrﬁﬁiidi; is iade available
to other parties who supply wood fibre to the Mill, SSC Canada’s ablhty to bargam with those
parties for the supply of wood fibre in the future would be s1gmﬁcgqﬂ1,ma_k€;{e¢ In all events,
revealing SSC Canada’s pricing and volume information gives its compentors ‘unfair advantages
that would not otherwise be available to them and this would d1sadvantage the Apphcants and
Partnerships in their ongoing restructuring initiatives. :

TOR_H20:4236221.4
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Review of Transaction by the Monitor - :,b-
1.‘1 '&* ‘m‘f .
76. It is my understanding that the Momtor 1s rev1ewmg tlﬁ Agg(_et Purchase

Agreement and the Wood Fibre Supply Agreement and w1ll be prov1dmg its recommendauon in

a report to follow. ‘ L
Conclusion I 1;;3 |
. ’ %y ~
77. I have been leading the sales and negotiation process in rwpect of the Tunberland

Assets for the past 14 months, The sale of the Timberland Assets presents SSC Canada with an
opportunity to divest itself of assets that are non-core to 1ts busmess and has provided SSC
Canada with the opportunity to enter into the Wood Fibre Supply Agreement The sales and
marketing process undertaken by Scotia Capital has been both fair and comprehenswe and has

.‘ ey

attained the best and highest price for the Timberland Assets in the clrcumstances o

SWORN BEFORE ME at the City of
Montreal, in the Province of Québec, on

Commisgt nerf r Taking Affidavits
/MHTAM  SH RrEA2/ | A TARKY, e st
Ere. THE Préviwc £ of GZ«U— AL B :
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SCHEDULE “A”
Smurfit-Stone Container Canada Inc.
3083527 Nova Scotia Company
MBI Limited/Limitée
639647 British Columbia Ltd.
B.C. Shipper Supplies Ltd.
Specialty Containers Inc.
605681 N.B. Inc.
Francobec Company
Stone Container Finance Company of Canada II
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Smurfit-MBI
SLP Finance General Partnership
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Court File No. CV-09-7966-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

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

AND IN THE MATTER OF A PLAN OF COMPROMISE
OR ARRANGEMENT OF SMURFIT-STONE
CONTAINER CANADA INC., STONE CONTAINER
FINANCE COMPANY OF CANADA I1,

3083527 NOVA SCOTIA COMPANY, MBI LIMITED,
639647 BRITISH COLUMBIA LTD.,

B.C. SHIPPER SUPPLIES LTD.,
SPECIALTY CONTAINERS INC.,
FRANCOBEC COMPANY AND 605681 N.B. INC.

APPLICANTS

FIFTH REPORT OF THE MONITOR
DATED AUGUST 12, 2009

INTRODUCTION

1)

By Order of this Honourable Court dated J anuary 26, 2009, as amended and restated (the
“Initial Order”), Smurfit-Stone Container Canada Inc. (“SSC Canada™), Stone
Container Finance Company of Canada II, 3083527 Nova Scotia Company, MBI
Limited/Limitée, 639647 British Columbia Ltd., B.C. Shipper Supplies Ltd., Specialty
Containers Inc., Francobec Company and 605681 N.B. Inc. (collectively, the
“Applicants”) obtained ‘protection from their creditors under the Companies’ Creditors
Arrangement Act, R.S.C. 1985, ¢. C-36, as amended (the “CCAA”). The Initial Order
also granted relief in respect of certain affiliated partnerships of the Applicants, namely
Smurfit-MBI and SLP Finance General Partnership (the “Partnerships” and, with the
Applicants, the “CCAA Entities”) and recognized the Chapter 11 Proceedings (as
defined below) as a “foreign proceeding” as defined in section 267 of the Bankruptcy and
Insolvency Act, R.8.C., c. B-3, as amended (the “BIA”). The CCAA proceedings of the
CCAA Entities are referred to herein as the “CCAA Proceedings”.



2)

3)

4)

5)

6)

7)

8)

-2-

Pursuant to the Initial Order, Deloitte & Touche Inc. (“Deloitte”) was appointed monitor
of the CCAA Entities as part of the CCAA Proceedings (the “Monitor”).

On February 24, 2009, this Honourable Court issued a Stay Extension ‘Order which
extended the stay in respect of the CCAA Entities until April 30, 2009, which stay was
further extended to June 30, 2009, by a Stay Extension Order dated April 28, 2009, and to
September 30, 2009, by a Stay Extension Order dated June 25, 2009.

On March 12, 2009, this Honourable Court issued an Order approving a cross border
insolvency protocol between the U.S. Court (as defined below) and this Honourable
Court.

On June 25, 2009, this Honourable Court issued a Claims Procedure Order approving a
claims procedure in respect of the CCAA Entities.

The Initial Order, together with certain other court documents, including the previous
reports of the Monitor (the “Previous Reports™), Notice to Creditors dated February 3,
2009, and claims process materials are posted on the Monitor’'s website at
www.deloitte.com/ca/smurfitstonecanada (the “Monitor’s Website™). The Monitor has
also established a toll free number at 1-866-859-6954 for creditors and other interested
parties to call with any questions or concerns in regards to the CCAA Proceedings.

Each of the CCAA Entities also filed for protection in the Chapter 11 Proceedings along
with Smurfit-Stone Container Corporation (“SSCC™) and certain other Smurfit-Stone
entities. SSCC, together with its direct and indirect subsidiaries, are referred to herein as
the “Company” or “Smurfit-Stone”.

The purpose of this fifth report (“Fifth Report™) is to provide this Honourable Court with
an overview of the proposed sale by SSC Canada of certain timberland assets (the
“Timberlands”) in the Province of Québec to Société Générale de Financement du
Québec (“SGF”), the payment of approximately fifty percent of the net proceeds of such
sale to Abitibi Bowater Inc. (“AbitibiBowater”), the entering into of a new wood fiber
supply agreement with AbitibiBowater entities and the termination of all existing fiber
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supply obligations between SSC Canada and AbitibiBowater entities, and to provide the

Monitor’s recommendation in respect of same.

Unless otherwise provided, capitalized terms not defined :in' this Fifth Report are as
defined in the Previous Reports, the Initial Order or the Asset Purchase Agreement (as
defined below). o

TERMS OF REFERENCE

10)

11)

12)

13)

In preparing this Fifth Report, the Monitor has relied upon unaudited financial
information, the Company’s books and records, the financial information prepared by the
Company and its advisors, and discussions with management, legal counsel and financial
advisors of the Company. The Monitor has not audited, reviewed, or otherwise attempted
to verify the accuracy or completeness of the information and, accordingly, the Monitor
expresses no opinion or other form of assurance on the'infoﬁn'.aﬁon contained in this Fifth

Report.

Certain of the information referred to in this Fifth Report consists of forecasts and/or
projections. An examination or review of financial forecasts and ﬁmjecﬁons, as outlined
in the Canadian Institute of Chartered Accountants Handbook, has not been performed.
Future oriented financial information referred to in this Fifth Report was prepared by the
Company and its advisors based on management’s estimates and assumptions. Readers
are cautioned that since forecasts are based upon assumptions about future events and
conditions that are not ascertainable, actual results will vary from the forecasts and, even
if the assumptions materialize, the variations could be signiﬁcant.'

Unless otherwise noted, all dollar amounts contained in this Fifth Report are expressed in
Canadian dollars.

BACKGROUND

Based in St. Louis and Chicago, Smurfit-Stone is a leading North American producer of
paperboard products, market pulp, corrugated containers and other specialty packaging
products. It is also one of the world’s largest recyclers of paper. The Company currently
holds approximately 18% of the North American containerboard'xﬁarljcet. SSC Canada
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and Smurfit-MBI are the principal Canadian operating compaﬁie;.-- 'SS(\J Cénada directly
operates mills and plants producing linerboard (a component of corrugated
containerboard), corrugating medium (a further component of corrugated containerboard)
and foodboard (coated corrugated cardboard). Smurfit-MBI is a convertmg operation
that produces corrugated containers using, amongst other inputs, linerboard and medium
from Smurfit-Stone’s mills. The CCAA Entities currently emplo'yé aﬂproximately 2,600
people (both non-unionized and unionized) across Canada. Further i:ackgrouud on the
CCAA Entities and Smurfit-Stone is contained in the Prewous Reports which are
available on the Monitor’s Website. -

On January 26, 2009, SSCC and certain of its direct and indirect snb51d1anes including
Smurfit-Stone Container Enterpnscs Inc. (“SSCE™) and the CCAA Entltles filed for
bankruptcy protection pursuant to Chapter 11 of the United States Code (the
“Bankruptcy Code™) in the United States Bank:ruptcy Court (the “U. S Court”) for the
district of Delaware (the “Chapter 11 Proceedings” and, with the CCAA Proceedings,
the “Proceedings”). Information concerning the Chapter 11 Proceedmgs can be found at

http://chapter]1.epigsystems.com/smurfit. Further information : regardmg Smurfit-Stone’s
restructuring  activities can be found on the Company s website at

http://www.smurfit.com/content/company/restructuring/. Smurfit-Stone  has  also

established a hotline at 1-877-264-9638 for creditors and other I%nteréﬁt@d parties to call

with any questions or concerns in regards to the Company.

OVERVIEW OF THE TIMBERLANDS

15)

16)

The Monitor understands that the Timberlands represent.the largest reserve of private

* harvestable land in Québec with a total surface area of approxzmately 389,383 hectares

(962,204 acres), located between the Saguenay-Lac-St-Jean and Mauricie regions of
Québec. The Timberlands are comprised of approximately 75% -softwood species
(principally spruce and jack pine) and 25% hardwood species (principally white birch).

SSC Canada acquired the Timberlands in connection with the. Company:s acquisition of
St-Laurent Paperboard Inc. (“St-Laurent”) in 2000. Since acquiring the Timberlands,
SSC Canada has sold the majority of its harvesting volumes to third parties in exchange
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for stumpage fees, maintaining a small reserve for use at SSC Canada s La Tuque mill.
SSC Canada presently has harvesting contracts in respect of the Tmberlands with
AbitibiBowater and the Opiticiwan Sawmill, a limited pa_rtngrsl;lp :.formed between
AbitibiBowater and the Atiakamekw Opiticiwan First Nations, .

Eleven people are presently employed by SSC Canada Tiii' hcbpﬁgction with the
Timberlands. Silvicultural operations are performed by third-party contractors.

Bowater Canadian Forest Products, Inc. (“BCFPI?), a subsid.ia:ry of AbitibiBowater,
presently has a right of fixst refusal (the “ROFR”) in respect of a portion of the
Timberlands (the “Optioned Land”) that represents approximately 98% of the total area
of the Timberlands. The ROFR derives from BCFPI’s purchase of. Avenor Inc., the
previous owner of the Optioned Land who sold it to St-Laurent. The ROFR, which
expires in 2093, provides that if SSC Canada desires to sell a portion of the Optioned
Land greater than 250 acres to an arms’ length third party, it shall first offer such
Optioned Land to BCFPI who shall have the option to purcliasé it for the lesser of: (i) $25
per acre; and (ii) the price negotiated with such third party IféCFPI rejects such offer,
upon consummation of a sale of such Optioned Land to a third party, BCFPI is entitled to
receive an amount equal to the excess, if any, of the per acre purchase price paid by such
third party over the sum of: (i) $25 per acre; and (u) all expenses incurred by SSC

Canada in connection with the sale. _ L
i -.,f U
etk T T

AbitibiBowater and certain of its subsidiaries, mcludmg BCFPI filed volunta.ry petitions
under Chapter 11 of the Bankruptcy Code on April 16, 2009, and sought a;nd obtained

protection under the CCAA on April 17, 2009.

SSC Canada is permitted to sell the Timberlands under the terms of the DIP Facility.

r
,.u_‘apd.,..‘s

SALES PROCESS AND LETTER AGREEMENT WITH ABITIBIBOWATER

21)

._“

The Momtor understands that the Company began to consider 1t.§ strateg::c optlons with
respect to the Timberlands in early 2008 and engaged Scotia Cap1ta1 in August 2008 to

canvass the market in respect of same.
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Shortly thereafter, the Company engaged in negotiations with, AbitibiBowater regarding
BCFPI's ROFR in respect of the Optioned Land. These negotiations ultimately
culminated in SSCE and BCFPI entering into a Letter Agreement dated September 30,
2008 (the “Letter Agreement™), a redacted copy of which i is attached as an exhibit to the
Affidavit of Dean Jones sworn July 28, 2009 (the “Jones Afﬁdavnt") The Letter
Agreement provides, amongst other things, that: L :' o LM e

(@  BCFPI would waive its ROFR in respect of the Optloned La.nd for a penod of two
years from the date of the Letter Agreement;

(b)  that SSCE/SSC Canada would promptly commence the precess of marketing and
selling the Optioned Land in good faith using 1ts best commerclal eﬂ'orts and

e
e VO r

(© in the event a sale of the Optioned Land within the two year penod, SSCE/SSC
Canada shall pay to BCFPI an amount equal to fifty percent of the net proceeds
received from the sale of the Optioned Land after deductmg from the purchase
price all expenses and costs incurred in connection with the sale of the Optioned
Land, provided that in the event that the net proceeds frpm the sale of the
Optioned Land are less than $50 per acre, SSCE/SSC Canada shall pay to BCFPI
only that portion of the net proceeds that exceeds $25 per acre. ™

“

The recitals to the Letter Agreement expressly contemplate the entering into ef a wood
fiber supply agreement between SSC Canada and BCFPI for wood fiber supply by
BCFPI to SSC Canada’s LaTuque mill. A term sheet in respect of same forms an integral
part and essential condition of the Letter Agreement. The wood ﬁber supply agreement is
discussed in greater detail below. o

The Affidavit of Eric Michaud (a representative of Seotia Capttal)“ sworn July 28, 2009
(the “Scotia Affidavit”) contains a detailed description of the iﬁa'rkeﬁng and sales efforts
undertaken by the Company and Scotia Capital in late 2008 and eerly 2009 The Monitor
was not involved in this process as it occurred prior to the commencement of these
CCAA Proceedings; however, the Monitor has reviewed certain-of the materials
produced by Scotia Capital, including the “teaser” document’ and the Confidential
Information Memorandum (as defined in the Scotia Affidavit), and has had discussions
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with representatives of the Company and Scotia Capital regarding. the.sales process The
Monitor understands that: bl “-:;: e

(@  Scotia Capital contacted 57 potential purchasers (34 strategm, 17 ﬁ.nanclal and 6
local); Ce T 'f't""

(b)  the Company did not issues a press release or otherwise pubhgally announce the
Timberlands opportunity based on a host of factors; mcludmg thc advice of Scotia
Capital which, in turn, was based on Scotia Capital’s recent expenence with other

S T

timberland transactions in Québec and the rest of Canada, -

(c)  the Company entered into non-disclosure agreements (“NDAs”) with thirteen
potential purchasers; S L

(d a confidential electronic da.'ca TOOm Was estabhshed by the Company and the
thirteen potential purchasers that executed NDAs were glven access

(e)  three potential purchasers submitted non-bmdmg bldS on or about November 4,
2008; - T"—?"EE:"T e

(f)  based on its review of these bids, the Company and Scona Capital gave
management presentations to two of the bidders “and’ cc_)mmenced further
negotiations with them. The third potential bidder ~indi;:§ted-‘it was ‘no longer
interested in the Timberlands when it was asked to increase its bid; and

(8)  neither remaining bidder submitted a binding bid by the ﬁr'oposed deadline of

Ty,

December 16, 2008, and only SGF submitted a non-bmdmg b1d on January 21,
2009.

e

Following several months of further negotiations between the Co#hﬁaﬁy and SGF, SSC
Canada and SGF ultimately entered into the Asset Purchase Agreement in respect of the
Timberlands. L
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THE ASSET PURCHASE AGREEMENT AND RELATED AGREEMENTS

26)

SSC Canada and SGF entered into an asset purchase agreemt dated Apnl 30, 2009 (the
“Asset Purchase Agreement”), in respect of the Tmberlands“'l‘he"nghts and obligations
of SGF under the Asset Purchase Agreement were assigned to Gestlon Foresti¢re du
Saint-Maurice Inc. (“GFSM”), an affiliate of SGF, pursuant to the terms "of the Asset
Purchase Agreement on July 27, 2009. Pursuant to the terms. of the Asset Purchase
Agreement, SGF remains expressly and solidarily liable w1thGSFM for its obligations
under the Asset Purchase Agreement. A summary of the, key'ipro'visions ‘of the Asset
Purchase Agreement is provided in the paragraphs that follow. Reference should be made
directly to the Asset Purchase Agreement, a redacted copy of wh1ch is attached as an
exhibit to the Jones Affidavit, for a complete understanding of the terms governing the
Transaction contemplated by the Asset Purchase Agreement. Terms not otherwise
defined in this section of this Fifth Report are as deﬁ{te_q 'm the Asset Purchase
Agreement.

- )”4 ﬁ‘

(a)  Purchased Assets: The Purchased Assets are the undertakmg, busntess and assets
relating to the Business (being the ownership and management ‘of private
timberlands and related operations as presently oonducted by SSC Canada)
including the Real Property (i.e. the Tlmberlands) but exeludmg, among other
things, all Accounts Receivable, insurance policies assoc1ated w1th the Business,
Tax refunds and credits receivable, all cash on hand and depos1ts and all inter-

company accounts receivable.

D T
LN )

(b)  Purchase Price: The consideration payable by GSFM in respect of the Transaction
is $60,400,000 (approximately $62.77 per acre); adjusted for all jtems normally
adjusted between a vendor and purchaser in respect of the sale ofreal property.

(c)  Assumed Liabilities: GSFM shall assume all liabilities whlch wﬂl accrue after the
Time of Closing under the Contracts, Licenses and Real Property Leases.

r‘. w bl

(d)  Excluded Liabilities: GSFM shall not assume any hablhtles of SSC'Canada other
than the Assumed Liabilities, including all liabilities of S§C Canada in respect of

Q»J- e

the Wood Chip Contracts, the Supply Contracts (bemg two agreements for the

"o

ERE I T



©

®

®

()

* oy
o
,jf, e r‘&nff-
O
il

-9. o .ﬁ:’i“.‘t

supply of wood fiber between SSC Canada and each of Abmb;,—Consohdated Inc.
and BCFPI) and the Employee Claims. e j;j st

-~

Employees: GSFM shall employ eight Employees whose employment shall be on
substantially similar terms and conditions enJoyed by the Employees immediately
prior to the Closing Date, provided that GSFM shall not be reqmred to setup a
defined benefit plan for such Employees. The Monitor" understands that all
Employees are presently members of a defined conmbuuon pensmn plan. SSC
Canada agrees to indemnify GSFM in respect of all sa.'lary, wages, bonuses,
benefits, vacation pay, severance, mdemmty in heu of notlce of termination,
retirement and pension benefits and all other a.mounts whlch IH&Y be payable to
Excluded Employees. T

Taxes: GSFM shall pay all land transfer Taxes, Sales 'T-axes registration fees,
license fees or other charges payable in connection W1th the Transactlon

Assignment: In respect of any Contract, Real Property Lease, Tlurd Party Lease,
License or other Purchased Assets (collectively, the “Rxght(s)’) requiring a
consent for which such consent has not been obtamed,‘ then, upon the written
request and under the direction and at the expeose of GSFM, SSC Canada shall
take all such reasonable actions which are necessary’ such that the obligations of
SSC Canada in connection with such Right may be performed by GSFM as agent
of SSC Canada. The Purchaser shall be entirely res;mnsxble for the timely
g

performance of the obligation associated with any such R.tghts

iy ..m;
m b

Representations and Warranties: SSC Canada makes certam representatlons and
warranties in favour of GSFM, including representatlons a.nd wan'antles in respect
of title to the Purchased Assets, Native Claimis and’ enwronmental matters. All
representations and warranties of SSC Canada shall survive closing of the
Transaction and continue for the benefit of GSFM for a penod of eighteen
months, except for the representations and warran'aes m respcct of envuonmental
matters which shall survive for 36 months, and any representatlon or warranty
which a claim based on fraud is made, which shall be of unlmuted durauon

e “-.1.,
TS ‘7»‘- LT
wuta .4
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(i)  GSFM Closing Conditions: The obligation of GSFM to complete the Transacuon

is subject to fulfilment of each of the followmg condmonse

)

iv)

My -I? m\“'”‘; .

Orders of each of this Honourable Comt and U S Bankruptcy Court for
the District of Delaware (collectively, the “Court Order”) in form and
content satisfactory to GSFM, acting reasonably, shall nave been granted
approving and authorizing the Transaction a.nd vesttng the Purchased
Assets in GSFM free and clear of all clauns, hablhtles obhganons, rights
of first refusal or other pre-emptive rights i in favour .of third parties, or
Liens, and such Orders shall be a Final Judgment

Lo
o
. i A'w\
IRCIMPLL SN "" :

all representations and warranties of .SSC Canada - shall be true and

accurate in all material respects as if made as of the T1me of Closmg,

2 hypothec in favour of National Bank Trust Inc."in respeet of the Real
Property shall be dlscharged by registration of the Fma.l Judgement and all
other Liens that are not Permitted Eneumbrances shall “have been fully
discharged as against the Purchased Assets, as ewdenced by entry of the
Final Judgment; fo?

H —J Jyu ' A Hut .:- :
all of the terms, covenants and conditions of th18 Agreement to be
complied with or performed by SSC Canada shall have been comphed
Ty :. ] L" 2 :
with or performed in all material respects " - -

"~4‘v—

no Material Adverse Effect shall have occun'ed whlch tefm shall not
include any effect arising out of the ﬁlmg or melementatzon by
AbitibiBowater or any affiliate thereof of an. assxgnment, proposal or
arrangement under the Bankruptcy and Insol}gency !ch (Canada), the
CCAA or any other applicable bankruptcy law; it

. i-;
|f

the Title Insurance Policy shall have been 1ssued to GSFM

St

the Transitional Services Agreement and the Lease (each discussed in
greater detail below) shall have been duly executed by SSC Canada;

oy e
e N
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viii)  the Supply Contracts shall have been tennmated and o

,‘-.u..&..

ix)  the Closing Date shall have occurred by no later than 120 days from the
date of the Asset Purchase Agreement. This “outs;de date” ‘was extended
to September 15, 2009, by an Amending. Agreement amongst SSC
Canada, SGF and GSFM dated August 11, 2009' -

Expense Reimbursement: If the Court Order and' Fmal Judgment closing
condition shall not have been satisfied, SSC Canada shall pay to GSFM forthwith
upon demand the reasonable fees paid by GSFM to extemal profess:onals or
consultants, to a maximum amount of $150,000.

TN

Indemnification by SSC Canada: SSC Canade shall m@emmf_y and hold GSFM
harmless from and against any claims relatmg to any breach of any covenant of
SSC Canada under the Asset Purchase Agreement, any,| breach of a representation
or warranty made by SSC Canada pursuant to the Asset Purchase Agreement, or
the Excluded Liabilities, Such right of mdemmﬁcatlon shall survive for the same
period of time as the representations and warrantles of SSC Canada SSC Canada
shall not be required to pay any amount in respect ‘of such mdemmty unti] the
aggregate amount of all Losses exceeds $500,000 in whlch casethe obhgatlon of
indemnification shall apply to the full amount of the Losses The mdemmty
obligations of SSC Canada are capped at $9,000, 000 under the ‘Asset Purchase
Agreement and shall be the sole remedy of GSFM. agamst SSC Canada with
respect to the matters referred to in the Asset Purchaee ‘Agzie;menf, subject to the
right of GSFM to seek specific performance or any other extraordinary remedy.
Under the terms of an Indemnity Agreement dated July 22; 2009 (the “Indemnity
Agreement”), amongst SSC Canada, AbitibiBowater, Ab1t1b1-Consohdated Inc.

and BCFPI, the parties agreed to apportion the liability for the above indemnity
such that the AbitibiBowater parties would be’ hablc fo:ﬁ.ﬁy percent of the costs
and obligations of SSC Canada incurred in connection W1th such indemnity. At
the request of AbitibiBowater, the Indemnity Agreement~ is"to -be- amended,

restated and replaced by an Amended and Restated: Indemmty Agxeement
expected to be executed on or about August 12, 2009 between SSC Canada and

R :,_ vmg ‘.“'\Afl v

i
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BCFPI that is substantially the same as the Indemnity Agreoment save that it
removes each of AbitibiBowater and Abiﬁbi-Consolidafcd lncnﬂs parties

- 12 - ot'

Transitional Services Agreement pursuant to which SSC Canada, w;l.l provide certain
services to GSFM for a period of 90 days following closmg at 8 pnce to be determined.

Time of Closing and ending on December 31, 2009. b
\ ‘r "

Nk Ry
It is a condition of closing of the Asset Purchase Agreement in favour of SSC Canada
that the Supply Contracts be terminated. To that end, each “of SSC Canada,
AbitibiBowater, Abitibi-Consolidated Inc. and BCFPI entered mto a Tennmaﬁon
Agreement dated July 22, 2009 (the “Termination Agreement”), pursuaut to which the
parties thereto agreed to terminate the Supply: Contracts J}t‘ the . request of
AbitibiBowater, the Termination Agreement is to be amended:;estated a.nd replaced by
an Amended and Restated Termination Agreement to be executed on.of ebou.t August 12,
2009 (the “Amended and Restated Termiation Agreement”). The Amended and
Restated Termination Agreement is substantially the s;me astheTérnnnauon Agreement
save that it removes AbitibiBowater as a party in light of the fact that AbltlblBowater was
not a party to any of the Supply Contracts. ‘ "f“ S N

Newet

Although not expressly called for under the Asset Purchase Ageeiﬁeﬂi‘AbiﬁbiBowater,
for itself and its subsidiaries, agreed to fully, finally and irrevocably V\.raive any rights in
the Optioned Land, mcludmg the ROFR, and release SSC Canada from any and all
claims in connection with the Asset Purchase Agreement, 31.1)' 13%1:& t1t1e and interest in
and to the Optioned Land, and under the St—Laurent/Avenor Inc. agreement pursuant toa
Waiver and Release between SSC Canada and AbitibiBowater. dated July 22, 2009 (the
“Waiver and Release”). Similar to the Termination Agreement, Ab1t1b1Bowater
requested that the Waiver and Release be amended, restated and replaced to effectively
replace AbitibiBowater with BCFPI in light of the fact thaI BCFP,I 1s the dlrect successor
to Avenor Inc.’s rights, including the ROFR. Accordmgly, i is expeeteg that on or about

August 12, 2009, SSC Canada and BCFPI will enter into an Amenged and Restated

Waiver and Release. A
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WOOD FIBER SUPPLY AGREEMENT
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The Monitor has been advised by counsel to the Applicants that, m addmon to the parties
on the service list in these CCAA. Proceedings, the Apphcants"Motlon Record has been
provided to each of the secured parties with reglstratlons under the persona.l property
security acts in either Québec or Nova Scotia, or reglsu'atxgps aﬂamstthe Real Property in

Québec (all as listed on Schedule 3.1(g) of the Asset Pu:rchase Agreement)
R

As provided for by the Letter Agreement, SSCE, SSC Canada and AbitibiBowater
entered into 2 Wood Fiber Supply Agreement dated July 22,\ 2009 (the. “WFSA”).
Pursuant to the WFSA, AbitibiBowater has agreed to supply a certam quantity of jack
pine wood chips, softwood shavings and softwood sawdust- (collect:vely, “Fiber”) to
SSC Canada at the LaTuque mill. The WFSA provides SSC Canada w1th a steady supply
of Fiber. The WFSA contains pricing terms for Fiber that the Momtor understands are
below market rates. These below market rates are eﬂ'ect;Ye*i“or the penod beginning
October 1, 2008 (the “Effective Date”), and ending September 30 2009 Thereafter, the
pricing for the Fiber will be adjusted annually to reflect market pm:es as negotiated
between the parties, with resort to an arbitrator if agreement on market pnces cannot be
reached. Either party may terminate the WFSA upon two years wntten Tnotice in the event
it is not satisfied with the pricing terms imposed by such arbltrator,.,The term of the
WFSA is the seven year period following the Effective Date “The" WFSA also provides
for the termination of four Fiber supply agreements (the “Wood Clup Contracts”)
presently in place between SSC Canada and AbmblBowater entlt;es i

TN

'-‘. e

Company management has advised the Monitor that the F1ber pncmg concessions in the
WFSA are expected to provide (and have provided) mg_:u.ﬁeant*eost savings relative to
the Wood Chip Contracts for the period from the Effective Date to September 30, 2009.

o
At the request of AbitibiBowater, the WFSA will be amended, restated and replaced by
an Amended and Restated Wood Fibre Supply Agreement: amongst BCFPI Abitibi-
Consolidated Inc., SSCE and SSC Canada expected. to be executed on or about August
12, 2009 (the “Amended and Restated WFSA”), The A.mended and Restated WEFSA. is

substantially the same as the WFSA save that it changes the AbtublBowater entities that
.?"f..”‘*n-,- ——

w_".,*~ ot
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are parties to the agreement, provides for Fiber payments by SSC Canada tobe made on a
weekly basis while these Proceedings continue, and provndes that th.e ‘Amended and

R PN

Restated WFSA is subject to the entry of Court orders in AbltiblBowater s insolvency

proceedings (in both Canada and the U.S.) and by both t.}ns Honourablg Court and the
U.S. Court in these Proceedings. s S

Aale
™ ’Y‘*

34)  The Monitor has been advised that BCFPI and Ab1tlb1~Consohda;ted Inc. wxll seek a
declaration from the U.S. Court in their Chapter 11 proceedmgs conﬁrmmg their capacity
to enter into the Amended and Restated WFSA on or about September 2, 2009. The
Monitor has also been advised that BCFPI and Abmbl-Cb 6l1da1ed Inc. will seek
approval of the Amended and Restated WFSA in their CCAA proceedmgs on or about
August 26, 2009. . win ’ o -

S .
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PROCEEDS OF THE TRANSACT, ION
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35) In light of the approximate per acre price of $62. 77 S§C anadaus obhgated to pay
BCFPI an amount equal to fifty percent of the net proceed; r:ac‘én"ed ﬁ'om the sale of the
Optioned Land after deducting from the purchase price all expenses and costs incurred in
connection with the sale of the Optioned Land pursuant to the' Letter Agreement. The
Monitor understands that this will result in a payment of apprommately $28 million by

SSC Canada to BCFPI upon closing of the Transacuon. i ( *3.» .. *_w - ’-
Mh g 4 R

36)  The balance of the net Purchase Price (being apprommately $29 mllhon) will be applied
to SSC Canada’s outstanding obligations under the DIP Facility (presently approxunately

USD $35 million). BT L
SEALING N 1t :.n.;. |
1 .';o b gy £

37)  The Monitor understands that the Applicants are requestmg that unredacted copies of the
Asset Purchase Agreement, the Letter Agreement, the WFSA- and the Amended and
Restated WFSA be sealed. The Monitor has reviewed the redacted Eorhons of the above-
noted agreements and notes that they detail either: (i) senmuve competrhve economic
terms; or (ii) personal information about employees of SSC.Cg.yadn In hght of this, the
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MONITOR’S RECOMMENDATIONS
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42)

43)
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Monitor supports the Applicants’ request that the unredacted coples Of these agreements
be sealed. : ,r‘,;;" i

) ",
;‘-,‘ f!~ ‘m. .

As previously reported to this Honourable Court, smce the commencement of these
CCAA Proceedings SSC Canada has been working tqwqgs dwestmg 1tse1f of certain of
its non-core assets. The sale of the Timberlands represents the first matena} divestiture.

i iy
o 3L

The Monitor has also conducted an independent review of the AssetPurchase Agreement
and related documentation. The Monitor is advised that the | tenns of the Asset Purchase
Agreement were heavily negotiated between the Company and SGF and, in the view of

..h.‘1s,, I o

Company management, are reasonable in the cucumstances; x

The Monitor is also advised by Scotia Capital that a further marketmg pmcess in respect
of the Timberlands would not likely result in any other offers bemg rece1ved and that the
SGF transaction, in light of deteriorating market cond.mons represents the best

transaction available to SSC Canada in the near to medmm ten& g B,
:‘0"‘. ah“"‘ N : Lt

The Monitor has also rev1ewed the Letter Agreement and the othez.glocumentatxon in
place between the Company and the AbitibiBowater entities, mcludmg the Amended and

Restated WFSA which, as noted above, forms an integral part of the Lettet Agreement

The Monitor is of the view that the payment by SSC Canada to BCFPI, contemplated by
the Letter Agreement is reasonable in the circumstances’ in ’hght of the ROFR. The
Monitor is also of the view that using the net balance of the Purchase ,Rl;;ee to pay down
the DIP Facility is 2 prudent use of such funds by SSC Canada. o

Vanove

In light of the foregoing, the Monitor supports SSC Canada’s moﬁon seekmg an Order
approving the Asset Purchase Agreement and vestmg the Purchased Assets in GSFM,
approving the Amended and Restated WFSA, and dlrectmg that SSC. Canada pay fifty

vl
percent of the net proceeds of the Transaction to BCFPI. e ET T
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44)  For the reasons described above at paragraph 37, the, Momtor supports the Applicants’
request that unredacted copies of the Asset Purchase! Agreemg‘l 'thc T,zzttcr Agrecment
the WFSA and the Amended and Restated WFSA be sealed by th1s Honourable Court.

DELOITTE & TOUCHE INC.
in its capacity as the Monitor
of Smurfit-Stone Container Canada Inc., et al.

% L

Per: l GO“'I \ . '«f" My L
Paul M. Casey, CACIRP . AN
Senior Vice-President ‘ e ’
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