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Companies’ Creditors Arrangement Act1NO: 500-11-038474-108

IN THE MATTER OF THE PROPOSED PLAN
OF COMPROMISE AND ARRANGEMENT OF
ESTATE WBPC COMPANY (FORMERLY
KNOWN AS WHITE BIRCH PAPER
COMPANY) AND VARIOUS SUBSIDIARIES
AND AFFILIATES2

DEBTORS
- and -

ERNST & YOUNG INC.
MONITOR

REPORT OF THE MONITOR – MARCH 10, 2015

INTRODUCTION AND BACKGROUND

1. On February 24, 2010, on a Motion made by Estate WPBC Company (formerly known as
White Birch Paper Company and hereinafter referred to as “WB”) and various of its affiliates
(collectively referred to as the “Applicants”), the Superior Court of the Province of Québec for
the District of Montréal (“Court”), sitting as the designated tribunal pursuant to the
Companies’ Creditors Arrangement Act (“CCAA”)1 issued an order (“Initial Order”)
declaring that the Applicants are debtor companies to which the CCAA applies, appointing
Ernst & Young Inc. as monitor (“EY”  or  “Monitor”) and granting certain relief to the
Applicants and various partnerships in which the Applicants have an interest (“Partnerships”)
(the Applicants and the Partnerships are hereinafter referred to collectively as “WB Canada”)3.
The stay of proceedings provided for in the Initial Order has since been extended and is now
scheduled to expire on March 13, 2015.

2. Also on February 24, 2010, Estate Bipco LLC (formerly known as Bear Island Paper Company,
LLC and hereinafter referred to as “Bipco”), a subsidiary of WB with activities in the U.S.,

1 Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended.
2  The entities subject to the Initial Order are Estate WBPHC Company (f/k/a/ White Birch Paper Holding Company),

Estate WBPC Company (f/k/a White Birch Paper Company), Estate SGPI Inc. (f/k/a Stadacona General Partner Inc.),
Estate BSPI Inc (f/k/a Black Spruce Paper Inc.), Estate FFSGPI Inc. (f/k/a F.F. Soucy General Partner Inc.), 3120772
Nova Scotia Company, Estate GCSI Inc. (f/k/a Arrimage De Gros Cacouna Inc.), Estate PML Inc. (f/k/a Papier Masson
Ltée.), SSEC L.P. (f/k/a Stadacona L.P.), FFS L.P. (f/k/a F.F. Soucy L.P.), and FFSIA L.P. (f/k/a F.F. Soucy, Inc. &
Partners, Limited Partnership).

3  The entities subject to the Initial Order are Estate WBPHC Company (f/k/a/ White Birch Paper Holding Company),
Estate WBPC Company (f/k/a White Birch Paper Company), Estate SGPI Inc. (f/k/a Stadacona General Partner Inc.),
Estate BSPI Inc (f/k/a Black Spruce Paper Inc.), Estate FFSGPI Inc. (f/k/a F.F. Soucy General Partner Inc.), 3120772
Nova Scotia Company, Estate GCSI Inc. (f/k/a Arrimage De Gros Cacouna Inc.), Estate PML Inc. (f/k/a Papier Masson
Ltée.), SSEC L.P. (f/k/a Stadacona L.P.), FFS L.P. (f/k/a F.F. Soucy L.P.), and FFSIA L.P. (f/k/a F.F. Soucy, Inc. &
Partners, Limited Partnership).



Société membre d’Ernst & Young Global Limited / A member firm of Ernst & Young Global Limited

Page 2

commenced a case under the provisions of Chapter 11 of the U.S. Bankruptcy Code4 (the
“Code”) (Bipco and WB Canada are hereinafter referred to collectively as “WB Group” or
“Companies”). The information regarding the proceedings initiated by Bipco under the Code,
together with the “first day orders” made by the Bankruptcy Court for the Eastern District of
Virginia, Richmond Division (“U.S. Court”) at the request of Bipco, can be found on the
website of the claims agent retained by Bipco, Garden City Group, Inc., at
www.gardencitygroup.com/cases/bip.

3. Also on February 24, 2010, some of the entities within WB Canada5 applied for relief under the
provisions of Chapter 15 of the Code.  On February 26, 2010, the U.S. Court issued a temporary
restraining order under the provisions of Chapter 15 of the Code, and on March 5, 2010, it
granted a preliminary injunction, pending a more complete hearing to be held on March 22,
2010. At the hearing held on March 22, 2010, the U.S. Court granted recognition of the
Canadian proceedings under the CCAA as foreign main proceedings, recognised Estate WBPC
Company as the duly appointed foreign representative, declared that all of the provisions of
section 1520 of the Code apply to the proceedings initiated by some of the entities within WB
Canada, and gave full force and effect to the Initial Order6 in the U.S., provided that the Initial
Order6 is not revoked, terminated or expired.

4. The orders granted by this Court and by the U.S. Court (collectively, the “Courts”), together
with the relief provided under the CCAA and the Code7 (collectively, the “Orders”) provide,
among other things, for a stay of proceedings against the entities comprising WB Group while
they restructure their business and financial affairs.

5. The Initial Order as previously extended is scheduled to expire on March 13, 2015, and the
Applicants have indicated their intention to seek a further extension of the Initial Order, until
May 1, 2015.

6. The present report is intended to provide the Court with information relevant to the motion for
an extension of the Initial Order, and more particularly on the current activities of WB Group
and the progress of its restructuring efforts. This report is presented under the following
headings:

6.1. Introduction and background;

6.2. Terms of reference and disclaimer;

6.3. Status of proceedings; and

6.4. Conclusions and recommendation.

4 U.S. Code, title 11, chapter 11.
5  The entities which requested relief under Chapter 15 of the Code are Estate WBPC Company (f/k/a White Birch Paper

Company), Estate SGPI Inc. (f/k/a Stadacona General Partner Inc.), Estate PML Inc. (f/k/a Papier Masson Ltée.), SSEC
L.P. (f/k/a Stadacona L.P.), FFS L.P. (f/k/a F.F. Soucy L.P.), and FFSIA L.P. (f/k/a F.F. Soucy, Inc. & Partners,
Limited Partnership).

6  As amended, modified or extended from time to time by the Court.
7  Sections §361 and §362 of the U.S. Bankruptcy Code.
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TERMS OF REFERENCE AND DISCLAIMER

7. In preparing this report, EY has relied upon unaudited financial information, company records,
company prepared financial information and projections, discussions with management and
employees of WB Group, and information from various other sources.

While we reviewed various documents and believe that the information therein provides a fair
summary of the transactions as presented to us or as reflected in the documents presented to us,
such work does not constitute an audit or verification of such information for accuracy,
completeness, or compliance with generally accepted accounting principles. Accordingly, EY
expresses no opinion or other form of assurance in respect of such information.

In the course of our mandate, we have assumed the integrity and truthfulness of the information
and explanations presented to us, within the context in which it was presented. To date, nothing
has come to our attention which would cause us to question the reasonableness of this
assumption.

Finally, we have requested that management bring to our attention any significant matters
which were not addressed in the course of our specific inquiries. Accordingly, this report is
based solely on the information (financial or otherwise) made available to us.

This report has been prepared for the use of this Court and WB Group’s stakeholders as general
information relating to the entities comprising WB Group and their operations. Accordingly, the
reader is cautioned that this report may not be appropriate for any other purpose. We will not
assume responsibility or liability for losses incurred by the reader as a result of the circulation,
publication, reproduction or use of this report contrary to the provisions of this paragraph.

8. Terms not otherwise defined herein shall have the meaning ascribed to them in the Initial Order,
or in previous reports of the Monitor, as the case may be.

STATUS OF PROCEEDINGS

9. The Initial Order was made on February 24, 2010 and was extended on several occasions since
that date. The most recent order of the Court extending the Initial Order until March 13, 2015
was made on January 15, 2015.

Implementation of new pension plans

10. The Monitor has been informed that the final texts of the new plans have been finalized,
communicated to Unifor (formerly, the Syndicat Canadien des Communications, de l’Énergie et
du Papier)8 and filed with the Régie des Rentes du Québec.

11. The Monitor understands these new plans have now been implemented, and as such this issue
appears definitively resolved.

8  The SCEP has since changed its name as a result of a merger and is now called Unifor.
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Regroupement des Employés Retraités de White Birch – Stadacona

12. As part of the judgment rendered October 3, 2014, the Court (inter alia) ordered BDWBI and
the Regroupement des Employés Retraités de White Birch - Stadacona (“RERWBS”) to enter
into good faith negotiations with a view to resolve the issue of the undertaking extended by
BDWBI to the former employees of WB Canada through a letter addressed to the former
employees dated August 28, 2012 and fix the amount that the Purchaser will agree to pay to the
former employees who were beneficiaries of the pension plans for the non-unionized employees
of the Stadacona plant.

13. By judgement rendered on January 19, 20159, the Court reiterated the obligation of the parties
to enter into good faith negotiations, and imposed a more formal process, involving the
participation of the Monitor as the facilitator of a mediation session between the parties.

14. A mediation session was held on February 3, 2015, and offers and counter offers were
exchanged between the parties, however this process did not result in an agreement.

15. The Monitor is aware that the parties are exchanging correspondence regarding the possibility
of continuing negotiations to determine the obligation of BDWBI, if any, in connection with the
undertaking provided to the former employees by letter dated August 28, 2012.  However,
based on the most recent correspondence forwarded to the Monitor (attached as Appendix A), it
appears these discussions are at a standstill.

Allocation of proceeds between WB Canada and Bipco

16. On February 24, 2015, the parties finally reached and executed an estate allocation compromise
and settlement agreement (“EACSA”).

17. The EACSA is subject to the fulfillment of certain conditions before it becomes effective, the
principal being:

17.1. The filing of a plan of compromise by WB Canada (“Plan”) acceptable to the First Term
Loan10 lenders, the Second Term Loan10 lenders and the Purchaser, its acceptance by the
creditors and its ratification by the Court on or before May 31, 2015.

17.2. The confirmation of a plan in the U.S. in respect of Bipco, on or before May 31, 2015.

The intention is to ensure that the creditors in Canada and the Court approve the EACSA
through the Plan acceptance and approval process, by making the Plan subject to the EACSA
and making the EACSA subject to the Plan.  With respect to the U.S., the intention is to ensure
that the EACSA is approved by the U.S. Court through the plan confirmation process.

18. The text of the EACSA is attached as Appendix B to this report for reference purposes.  In
summary, the EACSA:

9  Available on the Monitor’s website at www.ey.com/CA/WhiteBirch.
10 As defined in the Monitor’s report dated February 23, 2010.
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18.1. provides that the cash proceeds available upon closing, which were determined to be
US$75.1 million, will be shared US$44.7 million to WB Canada and US$30.4 million to
Bipco;

18.2. settles various financial issues arising from the closing of the asset sale agreement
(“ASA”) on September 13, 2012, relating to the funds provided in respect of the Fixed
Asset Cash Amount, the disposition of the funds placed in trust in connection with
escrowed professional fees, and the payment after closing of certain amounts due by WB
Canada as of the date of the closing;

18.3. provides for a settlement of the proceedings in the U.S. pertaining to the
recharacterization of the claim of WB Canada against Bipco;

18.4. provides for an acknowledgement of the claims of the First Term Loan lenders and the
Second Term Loan lenders;

18.5. provides for mutual releases for all matters relating to the ASA and the allocation of
proceeds and costs amongst the estates, and between the estates and the Purchaser, except
for some specific issues that continue to be potentially relevant;

18.6. creates a mechanism to ensure that the EACSA is approved by the creditors and the Court
contemporaneously with the Plan, by making the EACSA and the Plan interdependent;
and

18.7. provides that the distributions will be done on a consolidated basis for the creditors of
WB Canada in exchange for a release of the First Term Loan lenders, the Second Term
Loan lenders and the Purchaser in the Plan.

19. The Monitor has been in communication with some of the larger creditors who have expressed
an interest in participating in the negotiation of the EACSA throughout the process.

20. Based on the information available and the discussions held to date, the Monitor considers that
the EACSA represents a fair compromise of the asset allocation issues.

Proceedings in the US to recharacterize the claim of WB Canada against Bipco

21. The hearings in the U.S. keep being postponed and the issue is left pending for the time being,
considering that the EACSA contemplates a resolution of these proceedings.

Motions to extend the time to file claims

22. The Monitor received service of two motions for authorization to file claims after the claims bar
date.  The first motion was served on October 27, 2014 on behalf of Credit Suisse Loan
Funding LLC, and the second motion was served on October 28, 2014 on behalf of Avenue
Investments LP.  The two motions are filed on behalf of entities that were part of the Second
Term Loan11 lenders.  The first motion indicates that Credit Suisse Loan Funding LLC is owed
an amount of US$3.7 million, and the second motion indicates that Avenue Investments LP is
owed an amount of US$3.1 million.  The amounts claimed correspond to the amounts recorded
in the books and records of the WB Group.

11 As defined in the Monitor’s report dated February 23, 2010.
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23. The EACSA contemplates that these lenders will be allowed to present a motion for
authorization to file claims which would not be contested by any party to the EACSA if and
when it becomes effective.

Formulation of a Plan

24. The Monitor is aware that discussions were held between the Companies and some of the larger
creditors, in connection with the parameters of an eventual plan of compromise and
arrangement.

25. The Monitor understands that the Plan has not yet been filed, but will be available to be filed
imminently.

26. Drafts of the plan that have been shared with the Monitor on a confidential basis.  We
understand that the  Plan to be filed shortly will provide essentially for the following:

26.1. Substantive consolidation of the WB Canada estates for distribution purposes, to avoid a
necessity to further allocate proceeds of the sale amongst each of the entities comprising
WB Canada, and avoid the possibility of a dilution of the distribution through a
duplication of claims, for the creditors that would have a claim against several of the
entities;

26.2. Approval of the EACSA;

26.3. Various releases in favor of third parties;

26.4. A distribution of the proceeds to a single class of creditors on a pro rata basis, within a
time frame of 30 days next following the date of implementation of the Plan, for the
claims that are admitted, and a distribution as soon as possible after a claim becomes and
admitted claim, in the event that some of the claims are contested.

27. The Monitor expects that the Plan will be filed within the next few days, and intends to report to
the Court thereon by April 14, 2015.  The Monitor’s report will be published on the Monitor’s
website at www.ey.com/CA/WhiteBirch as soon as it is finalized.

Motion to be authorized to call a meeting of creditors

28. In view of the impending filing of the Plan, the Companies have indicated to the Monitor they
intend to request an order from the Court, authorizing the Companies to call a meeting of
creditors to consider the Plan, such meeting to be held on or about April 22, 2015.

Review of Claims

29. In view of the request to hold a meeting of creditors to approve the Plan, the Monitor has
initiated a review of the claims that have been filed by the creditors, to determine which of the
claims can be considered as a provable claim.

30. The Monitor will communicate directly with the creditors affected if and when questions arise
regarding the admissibility of a claim or part thereof.
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31. In parallel, the Monitor will publish on its website, at www.ey.com/CA/WhiteBirch, a list of the
claims that have been filed, with a preliminary estimate of the amount of the claim for voting
purposes.  Creditors are advised that the amount appearing on the list is not acknowledgement
of the validity of the claim or part thereof, but merely an estimate, based on a cursory,
preliminary review of the claims, of the amount that thereof that will be considered for purposes
of voting on the Plan.

Next steps

32. The timetable currently contemplated for the next steps in the present proceedings, assuming a
positive response is received at each decision point, are as follows:

Action item  Timeline

Hearing of a motion to be authorized to call a meeting of
creditors and for an extension of the Initial Order

 March 13, 2015

Filing of the Plan (in French and in English)  March 14, 2015

Mailing to the creditors  March 20, 2015

Newspaper publication  March 25 to April 1, 2015

Report to the creditors and the Court  April 14, 2015

Publication of the list of claims for voting purposes  April 14, 2015

Creditors’ meeting to consider the Plan  April 22, 2015

Motion for ratification of the Plan  April 22 to 28, 2015

Court hearing to request ratification of the Plan  TBD – subject to
availability of the Court

Plan implementation  TBD

Initial distribution date  TBD + 30 days

CONCLUSIONS AND RECOMMENDATION

33. The Initial Order as previously extended is scheduled to expire on March 13, 2015, and the
Debtors have indicated their intention to seek a further extension of the Initial Order, until
May 1, 2015.

34. The administration has progressed substantially, to a point where an agreement has been
reached on the allocation of proceeds amongst the estates, subject to approval by the creditors
and the Court, and the Companies are now ready to file a Plan of distribution and meet with the
creditors to consider same.
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35. In the present circumstances, the Monitor believes that a further extension of the stay of
proceedings would not be prejudicial to the creditors of WB Group.

36. Based on discussions with representatives of WB Group, the Monitor believes WB Group has
acted and is continuing to act in good faith and with due diligence.

37. Based on the foregoing, the Monitor recommends that the Court grant an extension of the stay
of proceedings as requested by WB Canada.

All of which is respectfully submitted this 10th day of March 2015.

ERNST & YOUNG INC.
In its capacity as the monitor appointed by the Court
in the matter of the proposed compromise and
arrangement of White Birch Paper Holding Company et al.

Per: Martin P. Rosenthal, CPA, CA, CIRP
Senior Vice-President

 Per:  Jean-Daniel Breton, CPA, CA, FCIRP
Senior Vice-President
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