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INTRODUCTION AND BACKGROUND 

1. On February 24, 2010, on a Motion made by White Birch Paper Holding Company (“White 
Birch”) 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. (“EYI” or “Monitor”) as 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”)2.  The Initial Order has since been extended and is 
now scheduled to expire on March 30, 2012. 

2. Also on February 24, 2010, Bear Island Paper Company, LLC (“Bear Island”), a subsidiary 
of White Birch with activities in the U.S., commenced a case under the provisions of Chapter 
11 of the U.S. Bankruptcy Code3 (the “Code”) (Bear Island and WB Canada are hereinafter 

                                                           
1  Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended. 
2  The entities subject to the Initial Order are White Birch Paper Holding Company, White Birch Paper Company, 

Stadacona General Partner Inc., Black Spruce Paper Inc., F.F. Soucy General Partner Inc., 3120772 Nova Scotia 
Company, Arrimage De Gros Cacouna Inc., Papier Masson Ltée., Stadacona Limited Partnership, F.F. Soucy 
Limited Partnership, and F.F. Soucy, Inc. & Partners, Limited Partnership. 

3  U.S. Code, title 11, chapter 11. 
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referred to collectively as “WB Group” or “Companies”).  The information regarding the 
proceedings initiated by Bear Island 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 Bear Island, can be found on the website of the claims agent 
retained by Bear Island, Garden City Group, Inc., at www.gardencitygroup.com/cases/bip.  

3. Also on February 24, 2010, some of the entities within WB Canada4 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 
White Birch Paper 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 Order5 in the U.S., 
provided that the Initial Order5 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 Code6 (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. By judgement dated September 28, 20107, the Court approved the sale of the assets and 
undertakings of the Companies to BD White Birch Investments LLC (“BDWBI”), in 
accordance with the terms and conditions of an asset sale agreement (“ASA”).  The ASA 
contains certain preconditions that have to be met before a closing can take place, and to date 
these conditions have not been met, despite the fact that over 17 months have elapsed since 
the Court approved the sale of the assets to BDWBI. 

6. 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 was made on 
February 24, 2012 and grants an extension until March 30, 2012.  

7. At the time of the hearing on the Companies’ motion for an extension of the Initial Order, on 
February 24, 2012, the Court requested that the Monitor provide a more detailed report on 
the alternatives and timelines, in the event that the contemplated transaction whereby BD 
White Birch Investment LLC (“BDWBI”) would acquire the assets and undertakings of the 
Companies, cannot be completed. 

                                                           
4  The entities which requested relief under Chapter 15 of the Code are White Birch Paper Company, Stadacona 

General Partner Inc., Papier Masson Ltée., Stadacona Limited Partnership, F.F. Soucy Limited Partnership and 
F.F. Soucy, Inc. & Partners, Limited Partnership. 

5  As amended, modified or extended from time to time by the Court. 
6  Sections §361 and §362 of the U.S. Bankruptcy Code. 
7  A motion for leave to appeal from this judgment was filed on October 15, 2010, and a judge of the Court of Appeal 

dismissed such motion on October 25, 2010. 

http://www.gardencitygroup.com/cases/bip
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8. The present report is intended to provide the Court with additional information regarding the 
options available, from the Monitor’s perspective, in view of the delays to close the sale.  
This report is presented under the following headings: 

8.1. Introduction and background; 

8.2. Terms of reference and disclaimer; 

8.3. Sale process to date;  

8.4. Outline of available options; 

8.5. Alternative sale process – relevant background information;  

8.6. Legal framework  

8.7. Alternative options – procedures and timelines; and 

8.8. Conclusions and recommendations. 

 
TERMS OF REFERENCE AND DISCLAIMER 

9. In preparing this report, EYI 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, 
EYI expresses no opinion or other form of assurance in respect of such information.   

Some of the information used in preparing this report consists of financial projections.  We 
caution the reader that these projections are based upon assumptions about future events and 
conditions that are not ascertainable, and that the actual results may vary from the 
projections, even if the assumptions materialize, and the variations could be significant. 

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. 
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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. 

10. 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. 

 
SALE PROCESS TO DATE 

Proposed Asset Sale Agreement 

11. The sale and investor solicitation process (“SISP”) which led to the proposed assets sale 
agreement (“ASA”) with BDWBI is described more fully in our previous reports. 

12. The ASA provides that various conditions need to be met before closing can take place.  The 
conditions are essentially as follows: 

12.1. Obtaining regulatory approval, as required under the Competition Act8 and Investment 
Canada Act9. 

12.2. Execution of a new collective bargaining agreement (“CBA”) with the collective 
bargaining agent10.  The main hurdle in the negotiation appears to be the discussion 
surrounding the pension benefits on a going forward basis.  

12.3. An agreement has to be made with the non-unionized employees, to determine their 
conditions of employment. 

12.4. There are other pre-conditions to a closing that have not yet occurred (no breach of 
representations and warranties, no breach of covenants, closing deliveries, etc.). 

13. The Monitor understands the current status of these is as follows: 

13.1. With regards to regulatory approval, the Commissioner appointed under the 
Competition Act issued a “no action” letter regarding the contemplated sale and 
purchase transaction between the Companies and BDWBI, meaning that the parties 
may proceed with the transaction.  The Companies and BDWBI are still awaiting an 
authorization from Industry Canada pursuant to its review of the proposed transaction 
under the Investment Canada Act. We understand from our discussions with counsel 
of BDWBI that Industry Canada is seeking some confirmations from BDWBI 

                                                           
8  Competition Act, R.S.C. 1985, c. C-34, as amended. 
9  Investment Canada Act, R.S.C. 1985, c. 28 (1st supp.), as amended. 
10  the Communication, Energy and Paperworkers Union (“SCEP”). 
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regarding its intentions with respect to the future activities of the Companies, and that 
these can only be provided by BDWBI after negotiations with the workforce 
regarding the terms of the CBA are finalized. 

13.2. With regard to the negotiations with the unionized workforce: 

13.2.1. the Monitor has been informed that agreements in principle were reached with 
the union representing the employees for two of the Companies’ three plants 
in Canada, namely the plant in Gatineau (“PML”) and the plant in Rivière du 
Loup (“Soucy”).  

The Monitor was informed that term sheets have been agreed to between the 
Companies and SCEP, subject to the approval of the members of the union at 
a vote.   

13.2.2. With regard to the plant in Québec City (“Stadacona”), a final offer was 
made on March 8, 2012, asking SCEP to provide its answer by March 14, 
2012.  White Birch is of the view that Stadacona could re-open within one 
month following confirmation of a settlement with SCEP.  The Monitor has 
been informed that if the offer is accepted, the Companies would have to 
complete negotiations with the Québec provincial government and the City of 
Québec to achieve the immediate cost savings required to allow the Stadacona 
plant to re-open. The Companies report that this process is well underway and 
that they expect that an agreement could be reached within a week. 

We have attached to this report, as Appendix “A”, a copy of the status reports from 
the attorneys representing WB Group and from the attorneys representing BDWBI, 
regarding the progress and current status of the negotiations for a new CBA with the 
unionized work force and the re-opening of the Stadacona plant.   

We have also attached, as Appendix “B”, a copy of the status report received from the 
attorneys representing SCEP, dated March 14, 2012.  It appears from this status report 
that the meetings of the union members to vote on the offers made by the Companies 
to modify the CBAs could be held towards the end of March 2012. 

13.3. With regard to the non-unionized workforce, the Monitor understands that BDWBI 
and management are confident that an agreement can be reached rapidly, once the 
discussions with the unionized workforce are completed.  The Monitor has received, 
on March 14, 2012, a letter from the lawyers representing the non-unionized 
employees’ pension plan, attached to this report as Appendix “C”. 

13.4. With respect to the other conditions to closing (representations and warranties, etc.), 
the Monitor was advised by BDWBI and management that in view of the time elapsed 
and the knowledge that BDWBI has acquired of the Companies’ business since the 
approval of the ASA, BDWBI and management do not anticipate these will be 
problematic. 
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Closing of the ASA 

14. The Monitor has been informed that a vote on the term sheets has not yet been scheduled, 
although the SCEP indicated that a vote could take place towards the end of March 2012.  
The Monitor believes that a further delay of approximately 60 days would still be required 
after the tentative agreements are ratified by the employees, and as such the Monitor believes 
that the closing will not occur until the end of May, 2012 at the earliest. 

15. One of the difficulties encountered with respect to the ASA since it has been approved by the 
Court, is the status of the Stadacona facility.  The ASA contemplated the sale of substantially 
all of the assets of WB Group, including the Stadacona plant.  Since the ASA was approved 
by the Court, the Companies decided to temporarily shut down the Stadacona plant, on 
December 9, 2011, and subsequently decided to permanently shut down the plant in mid 
January 2012.  The decision to close the plant was made in consultation with BDWBI, who 
agreed that the closure of the Stadacona plant would not constitute a default preventing the 
occurrence of a closing of the transaction contemplated by the ASA. 

16. As mentioned earlier in this report, the Companies and BDWBI are still discussing with 
SCEP the possibility of implementing a new CBA in respect of Stadacona, and if that occurs, 
will be completing negotiations with the Québec provincial government and the City of 
Québec to achieve the cost savings required to make the plant viable economically.  As such, 
there is a possibility that the Stadacona plant may re-open.   

17. In the event that the Stadacona plant cannot be reopened, as the case may be, the Monitor 
believes that the transaction contemplated in the ASA could still be completed, for the 
reasons indicated below. 

18. The ASA already provides that BDWBI can elect to exclude certain immovable property 
from the sale, without any adjustment to the sale price.  Presumably, the ASA could also be 
modified to provide that BDWBI can elect to exclude any property from the sale, without an 
adjustment to the sale price, as this would have no impact whatsoever on the vendors, except 
possibly to provide additional proceeds, if the excluded assets have any value.  Finally, 
BDWBI could elect to acquire the assets in their mothballed state, either to keep them for 
future use, sell them or liquidate them.  All of these situations would allow for the closing of 
the ASA without any fundamental change in the structure of the transaction, notwithstanding 
the fact that the Stadacona plant is no longer in operation. 

19. BDWBI has indicated that it is aware that in view of the very different and difficult 
economic conditions facing the Stadacona plant, it may never re-open.  BDWBI has 
indicated that it is prepared to proceed to closing of the transaction contemplated by the ASA 
even if the plant does not re-open. 
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Outlook for the creditors from the closing of the ASA 

20. In its report dated September 23, 2010, the Monitor indicated that it expected that little or no 
proceeds would be available for distribution to the creditors, from the proceeds of the sale of 
the assets of the Companies.11  Based on the financial information presently available, the 
Monitor continues to believe that the distribution to the creditors, if any, would not be 
significant. 

21. The main benefits of the proposed transaction would be to retain employment for the 
Companies’ workforce, to provide the suppliers with a continuing customer, and to preserve 
value for the first ranking secured creditors of the Companies. 

 
OUTLINE OF AVAILABLE OPTIONS 

22. As previously noted, even if the parties cannot come to the terms concerning a new CBA at 
Stadacona, including the pension deficit issue and the financial package required to reopen 
the Stadacona plant, BDWBI may well decide nonetheless to conclude the ASA by either 
electing to exclude certain assets or by purchasing all the asset including the Stadacona plant 
in its moth-balled condition. 

23. In its report dated February 20, 2012, the Monitor outlined for the Court the options that, 
from the Monitor’s perspective, are available in the event that it became impossible to 
complete the transactions contemplated in the ASA.  At the hearing held on February 24, 
2012, the Court requested that the Monitor expand on the options, to address likely timelines 
and whether or not a change in the legal framework of the procedures could be contemplated 
or required.  The available options and frameworks are described more fully below. 

24. The Monitor considers that the best option, at this time, is to await the outcome of the sale 
process that is already under way, to see if the transaction contemplated in the ASA can be 
completed.  However, in the event it becomes impossible to complete the transaction, two 
alternatives are imaginable, namely: 

24.1. That the Companies forego the process of restructuring through a sale of assets and try 
to offer a settlement or compromise to the creditors, through a payment of a portion of 
their debt over time. 

24.2. That the Companies’ assets are offered for sale in a new, alternative sale process. 

25. Before commenting the above-mentioned two options, it is important to emphasize that given 
the very significant debt load of the Companies, the amounts owing to secured creditors and 
the fact that the interim financing is now subject to weekly renewals, the Companies may not 
have the required creditor support to implement same and may be made subject, in whole or 
in part, to enforcement or bankruptcy proceedings. 

                                                           
11  Monitor’s Report dated September 23, 2010 at paragraph 28. 
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26. With regard to the first option, a settlement with the creditors, the Monitor believes this 
alternative is likely not viable.  As stated in our previous report, the Monitor makes this 
assessment in view of the need to obtain financing for the operations, the limited cash flow 
generated by the operations in the present structure, and the extent of the secured and 
unsecured debt load of the Companies. 

The Monitor believes that if the restructuring is carried out as a settlement with the creditors, 
the Companies would still have to obtain significant concessions from the employee unions. 

As well, the Monitor believes the Companies will require financing on an on-going basis for 
its operations and for capital improvements, and this financing may be difficult to obtain 
without additional capital injections from the Companies’ shareholders.  Additional capital 
injections by the shareholders are only likely to be made in situations where there is 
concession from the employees on the pension deficit issue, and/or where the Companies’ 
debt load is significantly curtailed.   

The extent of the secured and unsecured debt and the requirement for financing and capital 
injections presuppose that significantly all of the secured debt due to the First Term Loan 
will have to be written off, and that an offer to the ordinary unsecured creditors, if any, 
would be insignificant.  As such, the likelihood of success of such a restructuring process is 
doubtful at best. 

27. With regard to the second option, namely the inception of an alternative sale process, the 
Monitor believes that the sale process would have to be designed to allow flexibility from the 
perspective of the potential purchasers, regarding whether they are interested in the assets on 
a going concern basis, or in parcels to liquidate same. 

More specifically, the Monitor believes that it is unlikely that a sale process would yield a 
going concern solution for all of the Companies’ plants, in view of the fact that a prospective 
purchaser interested in acquiring the plants on a going-concern basis will undoubtedly 
require that an agreement be reached with the employees regarding the terms and conditions 
of employment in the future.   

As the pension deficit issue has proven to be a difficult hurdle for BDWBI in completing a 
transaction, it is likely that a prospective purchaser interested in the plants to operate them as 
a going concern would encounter similar hurdles and experience similar delays in 
completing a transaction.  BDWBI has indicated that unless the pension deficit issue is 
resolved, it would be impossible to attract investors and satisfy lenders.  The Monitor expects 
a prospective purchaser contemplating an acquisition of the plants to operate them as a going 
concern would be faced with the same difficulties. 

28. In view of the foregoing, the Monitor believes a sale process should be structured in a way 
such that a prospective purchaser could acquire the assets by parcels or lots, such that a 
prospective purchaser would not be compelled to purchase an entire plant or several or all of 
the plants, but would have this opportunity if the prospective purchaser wishes. 
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29. Again, while it is not excluded that an offer or offers could be received for one or more of the 
plants on a going concern basis, the Monitor believes it is unlikely that such an offer would 
be received for one of the Canadian plants, and that indeed it is far more likely that the 
process would result in a liquidation of the Companies’ assets and dismantling of the plants.  
The Monitor comes to this assessment in view of the current environment, where there is an 
overcapacity in the market, demand is dwindling and on the need for any prospective 
purchaser to resolve on a going-forward basis the pension deficit. 

30. The second option as outlined in paragraphs 27 to 29 above should not prevent the 
presentation of an offer for one or more of the plants, if a going concern solution is possible.  
However, the Monitor continues to believe that if the transaction cannot be concluded with 
BDWBI, the problems that will have caused the transaction to fail will be equally prevalent 
in the context of any other similar going concern transaction, making such a going concern 
solution unlikely. 

31. As mentioned at the hearing on February 24, 2012, the Monitor received a letter from the 
Comité de Relance de Stadacona (“CRS”), dated February 23, 2012, pertaining to the 
Stadacona plant.  A copy of the letter received from CRS and the response given to this letter 
by the Monitor’s attorneys, are attached to this report as Appendix “D”.  The CRS letter does 
not constitute an offer to purchase the assets, but rather an expression of interest to make an 
offer.  The letter does not specify a sale price or payment terms, but specifies a very 
significant series of conditions that must be met before an offer is formulated.  In particular, 
the letter states that any offer would be conditional upon the formation of a workers’ 
cooperative who would become the owner of the plant and obtaining the necessary financing.  
The letter specifies that the proposed purchaser would not assume the liabilities related to the 
plant.  With regard to the pension plan deficit, the letter does not indicate whether or not it 
would be assumed by the proposed purchaser, as additional financial analysis is required 
before the transaction can be structured. 

The Monitor’s attorney responded to the CRS that in view of the sale process that is 
currently under way, the Companies are not at liberty to consider an expression of interest or 
offer in respect of the Stadacona plant, but that the CRS’ potential interest will be taken into 
consideration if another sale process becomes necessary. 

 
ALTERNATIVE SALE PROCESS – RELEVANT BACKGROUND INFORMATION 

Alternative Sale process in Canada and in the US 

32. An important factor to remember in the context of a new sale process to be undertaken if and 
when the ASA cannot be completed, is the fact that coordination of the sale efforts between 
Canada and the US may become difficult, if not impossible.  In the context of the SISP, there 
was a common objective of packaging the assets for sale as a going concern.   

33. In the context of a new sale process, the US plant (Bear Island) may still be of interest to 
prospective purchasers on a going concern basis, because the US plant does not present the 
same hurdles relating to pension deficits and collective bargaining agreements.  As such, the 
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approach to seek out potential purchasers may be different in Canada and in the US, and the 
processes could run at cross purposes. 

Value of assets 

34. The most recent available financial information consists of internally prepared financial 
statements for the year ended December 31, 2011.  These were included (and commented on) 
in the Monitor’s report dated February 20, 2012.  An additional copy of the financial 
statements is attached as Appendix “E”. 

35. We prepared a breakdown of the balance sheet by major entity, based on the information 
supplied by the Companies.  The balance sheet, broken down by entity, is presented in 
Appendix F.   

36. The Companies report that the assets of all of the entities have an estimated carrying value, 
in aggregate, of US$1,535.0 million, comprised of: 

36.1. Investments in affiliates of US$557.1 million, including an investment in SP 
Newsprint having a carrying value of US$24.6 million; 

36.2. Fixed assets having a carrying value of US$425.1 million; 

36.3. Amounts due from affiliates of US$247.1 million; 

36.4. Accounts receivable totalling US$151.6 million; 

36.5. Inventories having a carrying value of US$89.1 million; 

36.6. Cash of US$50.7 million12; 

36.7. Prepaid expenses and deposits, having a carrying value of US$13.0 million; and 

36.8. Miscellaneous assets having a carrying value of US$1.2 million. 

37. It should be noted that when considering the breakdown of the balance sheet by entity, the 
assets (and equity) may be overstated for some of the entities, in view of the fact that the 
assets include investments in and advances to the affiliates, which may not have any value 
when the affiliates are insolvent.  At this point, all of the investments in affiliates relate to 
investments in entities that are insolvent, as SP Newsprint has filed for protection under 
Chapter 11 of the Code in November 2011.   

                                                           
12  This amount includes cash collateral of US$3.3 million.  We expect such cash collateral would be required to 

discharge the obligations to which it relates.  We understand that the accounts receivable, cash and inventories of 
Bear Island, totalling US$43.5 million, may be encumbered by the security of the first term lenders and swap 
counterparties, through a replacement charge granted by the U.S. Court to provide adequate protection to the 
lenders with a senior charge, however we understand such charge would only apply inasmuch as the security 
granted in favour of the interim financing lender affects the security that is otherwise available to secure the debt to 
the first term lenders and swap counterparties. 
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As well, some of the assets, such as the fixed assets, would likely have a realizable value that 
is significantly lower than their carrying value.   

Security charging the assets 

38. Based on our understanding of the security granted by the Companies to their lenders, the 
interim financing lender has security over all assets and undertakings of the Companies, in 
support of its debt.  The first ranking term lenders, swap counterparties and second ranking 
term lenders have security over all assets and undertakings of the Companies, except for the 
cash, accounts receivable and inventories, which have a carrying value of approximately 
US$153.7 million on a consolidated basis13.  The internal financial statements for the year 
ended December 31, 2011 (Appendices E and F) indicate that the amount due in connection 
with the interim financing is approximately US$88.0 million and the amount due to the term 
lenders and swap counterparties totals approximately US$608.6 million, for a total secured 
debt of approximately US$696.6 million. 

39. We point out that while the Companies report that the assets have a carrying value of 
US$1,535.0 million (on a non-consolidated basis), the results obtained from the auction held 
in connection with the SISP undertaken by the Companies suggest that the assets have a 
value far lower than their current reported carrying value.  Based on the transaction that is 
presently contemplated with BDWBI, the assets’ value would be in the US$310 million to 
US$345 million range14.  This amount would include substantially all valuable assets, and 
we expect that the value of the assets would be even lower in a context of an outright 
liquidation. 

40. In view of the extent of the secured debt and the secured creditor’s interest in the outcome, 
the Monitor believes that the secured creditors should be consulted in developing the 
alternative sale process, in particular the interim financing lender, who was given a 
superpriority secured status and was given the right to enforce its security on a five days 
advance notice, in the Initial Order.  The interim financing facility is a delayed draw term 
loan, although the term has expired and has been extended by agreement between the 
Companies and the interim financing lender.  In the recent past, the extensions of the term 
have been for relatively short periods of time, as the loan has been extended on a week by 
week basis.  In view of the expiry of the credit facility, the superpriority and the enforcement 

                                                           
13  We have excluded cash collateral of US$3.3 million from this amount, as we expect such cash collateral would be 

required to discharge the obligations to which it relates.  We understand that the accounts receivable, cash and 
inventories of Bear Island may be encumbered by the security of the first term lenders and swap counterparties, 
through a replacement charge granted by the U.S. Court to provide adequate protection to the lenders with a senior 
charge, however we understand such charge would only apply inasmuch as the security granted in favour of the 
interim financing lender affects the security that is otherwise available to secure the debt to the first term lenders 
and swap counterparties. 

14  As mentioned earlier in this report, the sale price (and thus the value of the assets) cannot be determined with 
accuracy, in view of the fact that the transaction with BDWBI is based on the purchase of the assets as they will 
exist at closing, and that the sale price takes into consideration assumed liabilities and contract cure costs which are 
not yet determined.  For the purpose of the calculation herein, we have taken into consideration an estimated value 
of U$$135 million to US$170 million for the assumed liabilities and cure costs. 
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rights, the Monitor considers it is essential that the interim financing lender agrees to any 
proposed sale process before it is set in motion. 

Pension deficits 

41. The financial statements indicate that the pension deficit liability amounts to 
US$173.4 million.  As mentioned in the Monitor’s report dated February 20, 2012, the actual 
pension deficit liability is much higher than the reported amount, and is estimated to be in 
the $300 million to $400 million range15.   

42. The pension funds and retirees have indicated in the past that their position has deteriorated 
since the issuance of the Initial Order.  While the pension deficit appears to have increased 
significantly, this increase is not attributed to the operations, nor to the suspension of 
amortization payments since the issuance of the Initial Order, but rather to changes in 
actuarial methods used in estimating the pension deficits, changes in expectations regarding 
market conditions, and the fact that retirees continue to receive their pension without 
abatement although the pension plan is underfunded.  The fact that benefits continue to be 
paid without abatement while the pension fund is underfunded results in an deterioration in 
the plans’ funded status (plan assets divided by plan liabilities) at an increasing rate. 

43. The SCEP and the pension funds have applied to the Court for a determination (inter alia) of 
the relative priority of the claims of the pension funds and of the secured creditors.  A 
hearing was held in connection with some of the issues raised in these motions, namely 
whether or not the Initial Order should be modified to provide for on-going payment of past 
service contributions due to the pension plans and/or to provide that the unpaid amounts due 
to the pension plans for past service contributions rank in priority to the interim financing 
charge.  The Court has taken the matter under advisement. 

Outlook for the creditors from a sale process 

44. Based on the foregoing comments regarding the value of the assets and extent of the secured 
debt, it appears that there is not sufficient value in the encumbered assets to repay the 
secured creditors in full, and in fact the Monitor expects the secured creditors will incur a 
substantial loss.   

45. With regards to the assets that are not encumbered by the term lenders’ security (cash, 
accounts receivable and inventories having an approximate carrying value of 
US$153.7 million), the Monitor expects that these assets would be used firstly to satisfy the 
debt relating to the interim financing facility of US$88 million.  Considering that the debt in 

                                                           
15  In the context of the preparation for the hearing held on January 26 and 27, 2012, the Company’s actuaries 

prepared an estimate of the union and non-union pension plan’s solvency deficit at October 31, 2011, and indicated 
that the deficit is estimated to be $310 million at that date.  This amount does not take into consideration the 
potential increase in pension plan deficit due to the effect of “cliffs”, or pension members who have reached or are 
reaching an age at which they can take an early retirement.  In the material filed in connection with the motions to 
vary the initial order, in November 2011, the impact of the “cliffs” was estimated to be approximately $101 million 
for the union pension plans. 
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connection with the interim financing facility all appears as due by WB Canada16 in the 
Companies’ records, the likelihood of funds being available for distribution to ordinary 
unsecured creditors, from these assets, will depend on the extent of the difference between 
the carrying value of the assets and their liquidation value, and on the breakdown in assets 
between WB Canada and Bear Island.  Based on the information presently available, the 
Monitor believes that it is likely that the distribution to the ordinary unsecured creditors of 
WB Canada would not be significant. 

 
LEGAL FRAMEWORK 

46. As indicated above, the sale process contemplated by the Monitor, in the event that it 
becomes impossible to conclude the ASA, is designed to provide as much flexibility as is 
possible, to allow for a sale of one or more of the plants as a going concern, if it is possible, 
and an outright liquidation of the assets if a going concern purchaser cannot be identified. 

47. In that context, the Monitor anticipates it would be prudent to maintain the operations until 
the sale process has run its course, unless the operations become uneconomical.  As such, the 
Monitor would recommend no change in the legal framework in which the Companies 
operate, while the sale process progresses. 

48. A continuation of the protection afforded by the Initial Order while the sale process 
progresses would allow the preservation of options, by allowing an eventual going concern 
transaction if a prospective purchaser manifests itself; avoiding the shutdown and forced 
liquidation of the plants’ assets; preserving rights under contracts; preserving the rights to 
timber supplies and forest management contracts17; facilitating the transfer of contracts to a 
prospective purchaser; and preserving the supply of public utility services. 

49. Once a sale transaction has been identified, however, it may conceivably be preferable to 
consider a bankruptcy of one or more of the entities, or all of the entities comprising WB 
Canada, including for the following reasons: 

49.1. To allow for participation by the creditors in the administration of the estates; 

49.2. To allow employees who may have lost their employment as a result of the 
liquidation of the assets, the opportunity to be indemnified for any unpaid salary, 
vacation and/or severance, to the extent provided by the law, under the program 
established in virtue of the Wage Earner Protection Program Act18.  The Wage 

                                                           
16  The funds were advanced to entities comprising WB Canada and as such they appear as due in the records of the 

entities comprising WB Canada, although Bear Island is also obligated towards the interim financing lender, as a 
co-borrower and guarantor. 

17  Colloquially referred to as “CAAFs”, for Contrats d’Approvisionnement et d’Aménagement Forestier, pertaining 
to contracts made pursuant to the Forest Act, R.S.Q., chapter F-4.1.  

18  Wage Earner Protection Program Act, S.C. 2005 c. 47 as amended and complemented by S.C. 2007, c. 36, as 
amended. 
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Earner Protection Program does not provide an indemnity to the employees who have 
lost their employment, unless the employer is bankrupt or in receivership19; 

49.3. To assess whether any transaction that occurred prior or subsequent to the Initial 
Order could be considered as a preferential payment, transaction at undervalue or 
other reviewable or voidable transaction; 

49.4. To provide finality in the administration of the proceedings; and  

49.5. To ensure that the distribution of proceeds, if any, follows the scheme of distribution 
contemplated by the Bankruptcy and Insolvency Act. 

As such, the Court may be asked to make a bankruptcy order or to authorize the Companies 
to file an assignment pursuant to the provisions of the Bankruptcy and Insolvency Act.   

50. The Monitor understands that other competing concerns may arise, which might militate in 
favour of maintaining the proceedings under the CCAA, instead of procuring a bankruptcy of 
the entities.  These concerns could include, for instance, the possibility to provide a release in 
favour of directors and other third parties; potentially different ranking of certain claims; the 
possibility of preparing a consolidated plan to avoid duplication of claims in the context of a 
distribution, if an when a distribution occurs. 

51. In view of the possibility of competing concerns, the Monitor is not prepared to assess, at this 
juncture, whether there would be a marked advantage of procuring a bankruptcy over 
maintaining the proceedings under the CCAA.  The Monitor believes that the decision to 
transfer the proceedings into proceedings under the Bankruptcy and Insolvency Act or to 
maintain same under the CCAA is not an urgent decision at this juncture and that the status 
quo should be preserved so that the competing interests of all partiers can be fully taken into 
consideration in making the decision, if and when such a determination is made necessary. 

 
ALTERNATIVE OPTIONS – PROCEDURES AND TIMELINES 

52. As indicated in the Monitor’s report dated February 20, 2012, the Monitor strongly believes 
that it would be preferable to await the conclusion of the currently undertaken sale process 
before implementing any alternative option such as a new sale process, given the likelihood 
that it would lead to a liquidation of the plants, resulting in significant loss of employment 
and dire consequences for all important stakeholders. 

53. If the ASA cannot be completed in accordance with the process that is presently underway, 
the Companies and BDWBI could elect to exclude assets as provided for in the ASA or 
explore the possibility of modifying the ASA to exclude the assets pertaining to Stadacona, 
with a view to achieve a going concern solution at least for the Soucy, Papier Masson and 
Bear Island plants. 

                                                           
19  Section 2(1) of the Wage Earner Protection Program Act, in the French version. 
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54. The Monitor expects that a delay of approximately 60 days is necessary to complete a 
transaction in respect of Soucy, Papier Masson and Bear Island. 

55. If it became impossible to conclude a transaction with BDWBI, the Monitor believes that the 
Companies should immediately thereupon initiate a new sale process.  The Monitor does not 
believe that the Companies should await the expiry of a stay period or otherwise return to 
Court to seek an approval to commence a new sale process, but should immediately 
undertake the new sale process, even though it would likely result in a liquidation. 

56. In view of their interests in the assets, secured creditors should be consulted on the design of 
the sale process, segregation by lots or parcels, and the cooperation of the interim financing 
lender should be sought.  The Monitor believes that a time period of approximately 1 to 2 
weeks would be necessary to design the sale process in consultation with the secured 
creditors, and draft conditions of the tender and a sale package.  During this period of time, 
negotiations would also have to be carried out with the creditors of Bear Island, to assess the 
degree of cooperation that can be achieved between the Canadian and U.S. estates in 
designing a sale process. 

57. The Monitor believes that an additional 3 to 4 weeks would be required to prepare an 
inventory listing detailing the assets offered for sale and assembling the information that may 
be required by prospective purchasers. 

58. The Monitor suggests that the sale process should be publicized in the media, in national 
newspapers and in specialized trade publications for the paper industry.  The Monitor 
believes that in view of the size, value and geographical distribution of the assets, a time 
period of approximately 4 to 6 weeks would be necessary to allow prospective purchaser to 
obtain information, conduct any examination or review of the operations they may require, 
and formulate their offer. 

59. The result of the tender process would likely determine the timing of any change in the 
proceedings from restructuring proceedings under the CCAA to bankruptcy proceedings, as 
the case may be. 

 
CONCLUSIONS AND RECOMMENDATIONS 

60. The Monitor has been informed that significant progress has been made in the discussions 
with the SCEP towards a new CBA.  The Monitor understands the parties are now close to 
an agreement, and the parties are hopeful that an agreement can be reached. 

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

62. The Monitor strongly believes that it would be preferable to await the conclusion of the 
currently undertaken sale process before implementing any alternative option such as a new 
sale process, given the likelihood that it would lead to a liquidation of the plants, resulting in 
significant loss of employment and dire consequences for all important stakeholders. 
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63. The Monitor continues to believe that an involvement of the Court is helpful to provide the 
parties with a sense of urgency, and as such the Monitor reiterates the recommendation 
formulated in its report dated May 9, 2011, that the Court should request that the attorneys 
for the Companies, the SCEP and BDWBI attend periodic conferences with the Court or to 
submit detailed reports to update it on the progress of the negotiations. 

64. If it became impossible to continue with a transaction as contemplated in the ASA, the 
Monitor believes the Companies should immediately thereupon undertake an alternative sale 
process on the basis outlined in this report, without delay. 

65. A decision regarding whether the proceedings under the CCAA should be discontinued in 
favour of bankruptcy proceedings under the Bankruptcy and Insolvency Act is not urgent at 
this juncture, and the legal framework within which the Companies operate should be 
reassessed at a later date, when the results of the sale process become known, to preserve 
flexibility. 

All of which is respectfully submitted this 15th day of March 2012. 

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, CA, CIRP  
Senior Vice-President 

 Per:  Jean-Daniel Breton, CA, CIRP  
Senior Vice-President 

 



 

 

 

 

 

 

 

 

 

 

 

Appendix A – Status reports from WB Group on 
the progress of the negotiations for a new 

collective bargaining agreement 























 

 

 

 

 

 

 

 

 

 

 

Appendix B – Status report from SCEP on the 
progress of the negotiations for a new collective 

bargaining agreement 









 

 

 

 

 

 

 

 

 

 

 

Appendix C – Letter from the attorneys 
representing the non-unionized employees’ 

pension plans 



Langlois Kronström Desjardins
L.L.P., BARRISTERS & SOLICITORS,

1002 Sherbrooke Street West
28thFloor
Montréal, QC
Canada H3A3L6
Tel.: 514842-9512
Fax: 514 845-6573

801Grande Allée West
Suite300
Québec City, QC
Canada G1S1C1
Tel.: 418650-7000
Fax: 418 650-7075

lkd.ca

Tina Hobday
Direct line: 514 282-7816
E-Mail : tina.hobday@lkd.ca

BY EMAIL

Montreal, March 13, 2012

Mr. L. Joseph Latham
Goodmans LLP
Bay Adelaide Centre
333 Bay Street
Toronto, Ontario M5H 2S7
Attorney for:
BD White Birch Investment LLC

Me Jean-Yves Simard
Lavery, De Billy S.E.N.C.R.L.
1 Place Ville Marie
40th Floor
Montreal, Quebec H3B 4M4
Attorney for:
BD White Birch Investment LLC

Mr. Jean C. Fontaine
Mr. Matthew Liben
Stikeman Elliott
1155 René-Lévesque Blvd. West
Suite 4000
Montreal, Quebec H3B 3V2
Attorneys for:
White Birch Paper Holding Company

Mr. Sylvain Rigaud
Norton Rose Canada
1 Place Ville Marie
Suite 2500
Montreal, Quebec H3B 1R1
Attorney for:
Ernst & Young LLP (the Monitor)

Subject: In the Matter of the Proposed Plan of Compromise and
Arrangement of White Birch Paper Holding Company and
Various Subsidiaries and Affiliates
S.C.M.  500-11-038474-108
Our Files: 52696-001, 52697-001, 52698-001

Dear Colleagues:

As you are aware, we represent the Comité de retraite du Régime complémentaire
de retraite du personnel non syndiqué de F.F. Soucy, the Comité de retraite du
Régime de retraite des employés non syndiqués de PML, and the Comité de retraite
du Régime de retraite des employés non syndiqués de Stadacona (“Pension
Committees for the Non-Union Pension Plans”) in the above-mentioned matter.

mailto:tina.hobday@lkd.ca
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Since the outset of our involvement in this matter in June 2010, both the undersigned
attorney as well as our clients have been periodically told and/or lead to believe that
the status of the Non-Union Pension Plans would be addressed once the future of
the union plans was resolved.

Our clients have also sent various letters to BD White Birch Investments in October
2010, April 2011 and November 2011 requesting that the Non-Union Pension Plans
be maintained and requesting a response (see attached). No response has been
provided to any of those letters. The undersigned therefore also wrote to the Régie
des rentes in November 2011 (see attached) in order to request that our clients
would be informed of developments and any discussions with the Régie des rentes.
Other than a letter acknowledging receipt, no information has been received from the
Régie des rentes either.

We understand that the deadline to complete the sale process has now been set for
March 30, 2012. Despite the fact that this matter has been protracted for over two
(2) years, we are still unaware of Black Diamond’s position as to whether or not it
intends to maintain the Non-Union Pension Plans.

We note that under the Asset Sale Agreement, Black Diamond must inform
WB Group of its decision as to whether or not to maintain the Non-Union Pension
Plans no less than five (5) days before the closing of the transaction. Given the
brevity of that notice period, we repeat that we recommend that the Non-Union
Pension Plans be maintained by Black Diamond in their current forms, which
includes that the Non-Union Pension Plans’ deficits be assumed by it going forward.

We therefore request a response at your earliest convenience, providing further
information regarding the situation, and we remain available for a meeting in that
regard.

In addition, based on the information provided to the Court on and around
February 24, 2012, we understand that the negotiations regarding the union pension
plans are nearing an end. However, none of that information, be it oral
representations or written documents, appears to indicate that the Non-Union
Pension Plans are on anyone’s radar screen. The undersigned attorney did raise this
issue with you immediately after the hearing on February 24, 2012.

In light of the above, we would appreciate if you could include the Non-Union
Pension Plans in the “plan d’action” that you are preparing at the Court’s request and
that I understand you will be sending out to all parties by March 15, 2012, so as to
avoid having me raise this issue with Justice Mongeon on March 16, 2012.

Should you wish to discuss this matter further, please do not hesitate to contact the
undersigned.
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We thank you in advance for your cooperation in this regard.

Yours truly,

LANGLOIS KRONSTRÖM DESJARDINS, L.L.P.

Tina Hobday

Encl. Letters to BD White Birch Investment LLC dated October 28, 2010, April 26, 2011
and November 2, 2011.
Letter to the Régie des rentes dated November 3, 2011

cc. M. Sylvain Proulx (Comité de retraite du Régime complémentaire de retraite du
personnel non syndiqué de F.F. Soucy)
M. Hervé Morissette (Comité de retraite du Régime de retraite des employés non
syndiqués de PML)
M. René Savard (Comité de retraite du Régime de retraite des employés non
syndiqués de Stadacona)

M:\Dossiers\52696\001\Correspondance\Latham-Simard-Fontaine-Liben-Rigaud 2012-03-13.doc

























 

 

 

 

 

 

 

 

 

 

 

Appendix D – Letter from the Comité de 
Relance de Stadacona 











 

 

 

 

 

 

 

 

 

 

 

 

Appendix E – Internal financial statements for 
the year ended December 31, 2011 











 

 

 

 

 

 

 

 

 

 

 

 

Appendix F – Breakdown of balance sheet by 
entity, as at December 31, 2011 
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