
IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

X 

In re: 	 : 	Chapter 15 

CATALYST PAPER CORP., et al. 1 1 	: 	Case No. 12-10221 (PJW) 

Debtors. 	: 	(Jointly Administered) 
Related Docket No. 48 

------------------------------------x 

Hearing Date: March 5, 2012 at 9:30 a.m. (prevailing Eastern time) 
Objection Deadline: February 28, 2012 at 4 p.m. (prevailing Eastern time) 

OBJECTION OF 2014 NOTEHOLDERS TO FINAL RECOGNITION 
OF FOREIGN PROCEEDING AS TO U.S. DEBTORS 

Certain holders 2  (the "Objecting Holders") of more than 50% in principal amount of the 

7.375% Senior Notes due March 1, 2014 (the "2014 Notes") issued by Catalyst Paper 

Corporation ("çç" and together with its affiliates, the "Company") and guaranteed by CPC’s 

affiliates including the U.S. Debtors (as defined below), hereby file this objection to the relief 

sought by the Company in the Amended Recognition Motion (defined below) as it pertains to the 

U.S. Debtors, and respectfully represent as follows: 

I The last four digits of the United States Tax Identification Number or Canadian Business Number of the Debtors, 
as applicable, follow in parentheses: (i) 0606890 B.C. Ltd. (2214); (ii) Catalyst Paper Corporation (1171); (iii) 
Catalyst Paper Energy Holdings Inc. (3668); (iv) Catalyst Paper General Partnership (6288); (v) Catalyst Pulp and 
Paper Sales Inc. (2085); (vi) Catalyst Pulp Operations Ltd. (4565); (vii) Catalyst Pulp Sales Inc. (4021); (viii) Elk 
Falls Pulp and Paper Ltd. (9493); (ix) Pacifica Poplars Ltd. (6048).; (x) Catalyst Paper Holdings Inc. (7177); (xi) 
Pacifica Papers U.S. Inc. (7595); (xii) Pacifica Poplars Inc. (9597); (xiii) Pacifica Papers Sales Inc. (7594); (xiv) 
Catalyst Paper (USA) Inc. (6890); (xv) Catalyst Paper (Recycling) Inc. (8358); (xvii) Catalyst Paper (Snowflake) 
Inc. (7015); (xvii) The Apache Railway Company (00 17) (Catalyst Paper Holdings Inc., Pacifica Papers U.S. Inc., 
Pacifica Poplars Inc., Pacifica Papers Sales Inc., Catalyst Paper (USA) Inc., Catalyst Paper (Recycling) Inc., 
Catalyst Paper (Snowflake) Inc. and The Apache Railway Company, collectively, the "U.S. Debtors"). The Debtors’ 
executive headquarters’ addresses are 2nd Floor, 3600 Lysander Lane, Richmond, BC V713 1C3, Canada; 2101 
Fourth Avenue, Suite 1950, Seattle, WA 98121; and Spur 277 N., Snowflake, AZ 85937. 

The Objecting Holders collectively hold $130,000,000 principal amount of the 2014 Notes. 
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PRELIMINARY STATEMENT  

CPC seeks to impose Canadian law upon United States corporations and their creditors. 

Impermissibly, it is attempting to obtain the benefits of bankruptcy protection without affording 

its United States stakeholders any of the transparency or other protections associated with a case 

under the Bankruptcy Code. For the reasons discussed below, final recognition as to the U.S. 

Debtors should be denied. 

The Objecting Holders hold a majority of the 2014 Notes, likely comprise more than 40% 

of the combined Company’s total unsecured claims pool and are the largest individual unsecured 

creditors in this proceeding. Yet CPC and its active constituents have shut-out the Objecting 

Holders from CPC’s supposed "consensus building" process. This appears to be part of the 2016 

Noteholders’ concerted effort to drive the Canadian Debtors and the U.S. Debtors into a sale 

mode that will allow the 2016 Noteholders to acquire assets of the Canadian Debtors and the 

U.S. Debtors for an artificially deflated price and to impermissibly expropriate valuable 

unencumbered assets, such as the Powell River JV Interest. The Objecting Holders have made 

every effort to discuss these cases with CPC and to negotiate a potential resolution that is 

mutually acceptable to all constituents. Those efforts have been rebuffed and the fate of the 

Canadian Debtors, and significantly for this Court, the U.S. Debtors, remains uncertain. 

The U.S. Debtors are American companies with sizable operations, extensive assets, 

numerous employees and deep community connections. Chapter 15 does not allow CPC simply 

to ignore that reality. CPC cannot expect that the CCAA Proceeding will somehow allow it to 

abandon the interests of the U.S. Debtors’ creditors or to ignore essential creditor protections 

provided to them under the Bankruptcy Code. CPC also cannot hide behind Chapter 15 or its 

Capitalized terms used in this Preliminary Statement are ascribed definitions contained elsewhere herein. 
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CCAA Proceeding to avoid this Court’s scrutiny of its flawed plan process and the undue 

influence played by the 2016 Noteholders. 

CPC, in its proposed capacity as "foreign representative," asks the Court for broad relief 

concerning both the Canadian Debtors and the U.S. Debtors’ assets and creditors. It asks, among 

other things, for blanket recognition of orders in the CCAA Proceeding (both past and future), 

without any explanation or justification of what they provide and how they will impact the U.S. 

Debtors, their assets and their creditors; for the ability to conduct the U.S. Debtors’ ongoing 

business and possibly dispose of their assets; and for approval to grant priming liens on the U.S. 

Debtors’ assets. 

The Amended Recognition Motion should be denied because CPC has not, and cannot, 

meet the statutory requirements for the unprecedented relief it seeks. First, the CCAA 

Proceeding clearly is not the U.S. Debtors’ foreign main proceeding because the U.S. Debtors’ 

center of main interest undoubtedly exists in the United States, not Canada (a fact practically 

conceded by CPC). Second, the CCAA Proceeding is not the U.S. Debtors’ foreign nonmain 

proceeding because the U.S. Debtors have no establishment in Canada and, aside from bank 

accounts and perhaps some books and records, appear to have no assets whatsoever in Canada. 

Finally, the relief sought in the Amended Recognition Motion is over-reaching and 

impermissibly broad because -- even if the CCAA Proceeding is deemed to be the U.S. Debtors’ 

foreign nonmain proceeding -- Canada’s connections to the U.S. Debtors and their assets are 

very tenuous and remote and any relief from this Court must be narrowly tailored and limited 

(perhaps, at most, to the granting of a stay). Indeed, if CPC wants substantive relief affecting the 

U.S. Debtors, their assets or their creditors, it must put the U.S. Debtors into a United States 

bankruptcy proceeding and then act in accordance with the Bankruptcy Code, with full 
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transparency and candor. 

For the foregoing reasons, and those set forth below, the Court should deny the Amended 

Recognition Motion as to the U.S. Debtors. 

FACTUAL BACKGROUND 

A. 	The U.S. Debtors 

Out of the 17 entities that commenced the CCAA Proceeding, the following eight 

are corporations formed in the United States: (1) Catalyst Paper Holdings Inc. (Delaware); (2) 

Catalyst Paper (USA) Inc. (California); (3) Catalyst Paper (Recycling) Inc. (Delaware), (4) 

Catalyst Paper (Snowflake) Inc. (Delaware) ("Snowflake"); (5) Pacifica Papers U.S. Inc. 

(Delaware); (6) Pacifica Poplars Inc. (Delaware); (7) Pacifica Papers Sales Inc. (Delaware) and 

(8) The Apache Railway Company (Arizona) (collectively, the "U.S. Debtors"). 4  

2. 	The U.S. Debtors’ primary business operations relate to a production facility 

located in Snowflake, Arizona (the "Snowflake Plant"). The Snowflake Plant’s annual capacity 

is 337,000 tonnes of recycled newsprint and uncoated specialties. 5  It has been regarded as one of 

the lowest cost newsprint mills in North America. 6  The Snowflake Plant is located about 200 

miles from Phoenix Arizona in Snowflake, Arizona, and has been described as the second largest 

employer in northeast Arizona. 7  The majority of Snowflake’s customers are based in California, 

Arizona, Texas, Nevada and Mexico. 8  Snowflake currently sources its mill using old newspaper 

See Third Declaration of Brian Baarda [Docket No. 56], Exh. B (draft DIP financing credit agreement, the 
"DIP Credit Agreement") at Schedule 3.16. 

Catalyst Paper Corporation Annual Information Form, at 15 (Mar. 3, 2011). 
6 	 See SEC Form 6-K Press Release (Feb. 11, 2008). 

See SEC Form 6-K Press Release (Apr. 10, 2008). 
8 	 See Catalyst Paper Corporation (Form 20-F) (May 12, 2010); Catalyst Paper Corporation Annual 
Information Form, at 15 (Mar. 3, 2011). 
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and magazines obtained locally in Arizona. 9  

3. In April 2008, Snowflake (a Delaware corporation) purchased the Snowflake 

Plant and related assets, including an interest in The Apache Railway Company ("Apache") (an 

Arizona corporation), from Abitibi Consolidated Sales Inc. for a total price of $172 million, 

including working capital adjustments and transaction costs.’ 0  Apache is a short-line railway 

operating freight service from Snowflake, Arizona to Holibrook, Arizona." Snowflake uses 

Apache to transport coal for its boilers, and the majority of Apache’s revenue is derived from the 

Snowflake Plant with the remainder from the local transport of oil, corn, soybean, lumber and 

wood chips. 

4. In addition to having substantially all of their assets in Arizona, Snowflake and 

Apache maintain bank accounts in the United States. 12  Neither Snowflake nor Apache own or 

lease real property in Canada or hold inventory in Canada and, in fact, neither Snowflake nor 

Apache own or lease any real property outside of the United States, nor do they hold any 

inventory or equipment outside of the United States.’ 3  Over 200 employees are employed by 

Snowflake and Apache and reside in the United States. 14  Most of the employees are members of 

the United Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied Industrial and 

Service Workers International Union ("USW") and the United Transportation Union or 

See http://www.catalystpaper.com/sites/defaultlfiles/Snowflake%2oArizona  I .pdf (last accessed on 
February 28, 2012). 

See Second Declaration of Brian Baarda [Docket No. 39]; Catalyst Paper Corporation Annual Information 
Form, at 9 (Mar. 3, 2011). 

See Catalyst Paper Corporation (Form 20-F) (May 12, 2010). 
12 	See Schedule 3.26 to the DIP Credit Agreement. 
13 	See id., Schedules 3.27 and 3.29. 

See Catalyst Paper Corporation Annual Information Form, at 18-19 (Mar. 3, 2011). 
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Carpenters Union. 15  Snowflake and the USW are parties to a collective bargaining agreement 

dated March 1, 2011, which, upon information and belief, is governed by United States law. 16 

Under that agreement, Snowflake participates in a multi-employer pension plan governed by 

United States law. 17 

5. 	As summarized in the following chart, each of the U.S. Debtors has extensive 

connections with the United States and none with Canada (other than possibly some bank 

accounts). 

NAME OF STATE OF PRINCIPAL OPERATIONS & BUSINESS 
DEBTOR INCORPORATION PLACE OF ASSETS IN TRANSACTED 

BUSINESS United States IN CANADA 

Catalyst Paper Delaware Snowflake, Paper mill with None 
(Snowflake) Inc. AZ over 200 U.S. 

resident 
employees, bank 
accounts  

The Apache Arizona Snowflake, Local freight None 
Railway AZ railroad with 
Company approximately 20 

U.S. resident 
employees, bank 
accounts 

Pacifica Poplars Delaware Seattle, WA Bank accounts, None alleged by 
Inc. real property CPC or known 

containing poplar to exist 
trees for paper 
source, inventory 
and equipment  

See Catalyst Paper Corporation Annual Information Form, at 19 (Mar. 3, 2011); Affidavit of David S. Jury 
Filed CCAA Proceeding, at 2 (Feb. 13, 2012). 
16 	See Jury Affidavit, p. 2. 

See Id. 
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NAME OF STATE OF PRINCIPAL OPERATIONS & BUSINESS 
DEBTOR INCORPORATION PLACE OF ASSETS IN TRANSACTED 

BUSINESS United States IN CANADA 

Catalyst Paper California Seattle, WA Bank accounts, None alleged by 
(USA) Inc. lease for office CPC or known 

space in to exist 
Washington, 
Arizona, Texas 
and California, 
inventory in 
California, 
Connecticut, 
Illinois, 
Washington 
Oregon and 
Nevada  

Catalyst Paper Delaware Snowflake, Bank Accounts None 
(Recycling) Inc.  AZ  
Catalyst Paper Delaware Seattle, WA Bank Accounts None alleged by 
Holdings Inc. CPC or known 

to exist 
Pacifica Papers Delaware Seattle, WA Bank Accounts None alleged by 
U.S. Inc. CPC or known 

to exist 
Pacifica Paper Delaware Seattle, WA Bank Accounts None alleged by 
Sales Inc. Only CPC or known 

to exist 

B. 	CPC’s Noteholder Debt 

6. In 2004, CPC, through a predecessor entity, issued $250,000,000 principal 

amount of 2014 Notes. The Objecting Holders hold approximately $130,000,000, or 52% of the 

principal amount of 2014 Notes. The indenture for the 2014 Notes is governed by New York 

law. 

7. The 2014 Notes are unsecured, but guaranteed by certain of CPC’s subsidiaries, 

including each of the U.S. Debtors and by Catalyst Paper Energy Holdings Inc. ("CPEH"), which 

holds a 50.001% interest in a joint venture that owns certain valuable hydroelectric dams near the 

Powell River mill (the "Powell River JV Interest"). 

8. In 2010, CPC issued two series of 11% senior secured notes due December 2016, 

with a total principal face value of $390,000,000 (the "2016 Notes"). The indenture for the 2016 
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Notes is also governed by New York law. 

9. The 2016 Notes are secured by liens on certain of CPC’s assets. The 2016 Notes’ 

liens do not encumber the Powell River JV Interest because CPEH’s equity interests in other 

entities are carved-out of the collateral package. The 2016 Notes, however, are guaranteed by 

CPEH, which guaranty is pari passu with the one issued by CPEH to the 2014 Notes. 

C. 	The Recognition Motions 

10. On January 17, 2012, CPC, as the proposed "foreign representative" for itself, the 

Canadian Debtors and U.S. Debtors in a proceeding under Section 192 of the Canada Business 

Corporations Act, R.S.C. 1985, c. C-44 (as amended, the "CBCA") petitioned this Court for 

recognition. [Docket No. 6]. The Court entered an Order granting provisional relief on January 

19, 2012 [Docket No. 22]. 

11. On January 31, 2012, CPC filed an amended Recognition Motion (the "Amended 

Recognition Motion") [Docket No. 38], now seeking, among other things, (a) entry of an 

amended Provisional Relief Order (the "Amended Provisional Relief Order") and (b) entry of a 

final order (i) granting the amended petitions in these cases and recognizing the proceeding (the 

"CCAA Proceeding") under Canada’s Companies’ Creditors Arrangement Act, R.SC. 1985, c. 

C-36 (as amended, the "CCAA") as a foreign main proceeding under section 1517 of title 11 of 

the United States Code (the "Bankruptcy Code") or, in the alternative, recognizing the CCAA 

Proceeding as a "foreign main proceeding" with respect to the Canadian Debtors, and as a 

"foreign nonmain proceeding" as defined in sections 1502(5) and 1517(b)(2) of the Bankruptcy 

Code with respect to the U.S. Debtors and (ii) granting the agent and lenders under the 

Company’s postpetition financing facility certain protections.’8  The Court entered the Amended 

18 	In support of the Amended Recognition Motion, the Debtors also filed the Memorandum ofLaw in Support 
of (I) Amended Verified Petitions Under Chapter 15, and (II) Amended Motion for Provisional Relief and Final 
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Provisional Relief Order on February 8, 2012 [Docket No. 60]. 

12. The Canadian court already has granted relief that may affect the U.S. Debtors 

and their creditors. For example, the CCAA initial order authorized CPC, at its election, to sell 

assets of up to an aggregate amount of $2,000,000 without any need for notice or approval. 

(Initial CCAA Order ¶ 15). 

13. In the Amended Recognition Motion, CPC, in pertinent part, asks for the 

following impermissibly broad forms of relief: 

� A decretal that "[t]he Canadian Orders, including any extensions or amendments thereto, 
are hereby enforced and recognized on a final basis and given full force and effect in the 
United States." (Amended Recognition Motion, Exhibit B ("Proposed Recognition 
Order") 13; Exhibit C ("Alternative Proposed Recognition Order") ¶ 3). "Canadian 
Orders" is defined to include "any and all orders that have been or will be made or 
entered in the CCAA Proceeding, including without limitation, the Initial CCAA Order 
and any forthcoming final order approving the restructuring transaction to be effected 
through the CCAA Proceeding. . . including any extensions or amendments thereof 
authorized by the Canadian Court". (Proposed Recognition Order, Preamble; Alternative 
Proposed Recognition Order, Preamble). 

A grant of all relief that arises in a foreign main proceeding even if the CCAA 
Proceeding is deemed to be the U.S. Debtors’ foreign nonmain proceeding. (Alternative 
Proposed Recognition Order ¶ 4) ("all relief afforded a foreign main proceeding pursuant 
to section 1520 of the Bankruptcy Code is hereby granted without limitation through the 
operation of section 1521 of the Bankruptcy Code"); see also (Alternative Proposed 
Recognition Order ¶ 6) (broadly making the interim relief granted in the Amended 
Provisional Order final relief). 

� Unreasonably broad injunctions that could be read to limit or restrict parties from 
enforcing rights or appearing before this Court. (Proposed Recognition Order ¶ 5; 
Alternative Proposed Recognition Order ¶ 5). 

D. 	CPC’s Systematic Exclusion Of The Objecting Holders 

14. Prior to seeking relief under the CCAA, CPC attempted a reorganization under 

the CBCA. The key players in the negotiations that led to CPC’s January 14, 2012 Restructuring 

Recognition of a Foreign Proceeding Pursuant toll U.S.C. §§105(a), 1517, 1519, 1520, and 1521 (the "MOL") 
[Docket No. 40] and the Second Baarda Declaration. 
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Support Agreement ("RSA") were CPC, a group of 2016 Noteholders and another group of 

holders apparently consisting of holders of both 2014 Notes and 2016 Notes (collectively, the 

"RSA Parties"). To the Objecting Holders’ knowledge, none of the RSA Parties was a pure 2014 

Noteholder (indeed, upon information and belief, each had a greater economic interest in 

protecting its secured holdings) and, as such, the 2014 Notes’ interests were certainly not 

adequately represented in that restructuring effort. It was therefore no surprise that the RSA was 

unfairly rich for the 2016 Notes, giving them new secured notes at a slightly reduced principal 

amount and 80% of the equity. At the same time, it left a de minimis portion of equity and 

warrants behind for unsecured creditors at the Canadian Debtors and the U.S. Debtors, including 

all 2014 Noteholders and trade creditors. 

15. After the RSA Parties already had negotiated the deal and locked into the RSA 

(which provided for the payment of fees and expenses to the consenting groups), the Objecting 

Holders were asked, in an incredibly truncated time and without adequate disclosure as to the 

value of the Company and the deal being offered, to sign on to support the deal. By its terms, the 

RSA required consent from 66% of the 2014 Notes and, given the RSA’s unfair treatment of 

2014 Notes, it was no surprise that the RSA Parties found it impossible to obtain the requisite 

consents from 2014 Noteholders. The RSA Parties tried to pressure holders of 2014 Notes, 

including the Objecting Holders, into consenting even though they were relative strangers to the 

deal and had none of the diligence made available to the RSA Parties. 

16. In a letter dated January 27, 2012, the Objecting Holders informed CPC that they 

could not consent to the proposal. As they had done orally before, the Objecting Holders, 

however, assured CPC that they stood "ready and willing to discuss a potential transaction and to 

negotiate a quick and meaningful resolution", including that they "look[ed] forward to working 
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with the Company and hope[d] to formulate a mutually acceptable restructuring scenario that 

addresses the Company’s economic concerns, while respecting the Holders’ legal and equitable 

rights." The RSA ultimately failed because certain conditions precedent did not timely occur, 

including the requirement for certain union consents. CPC then commenced the CCAA 

Proceeding. 

17. Since then -- despite the Objecting Holders’ repeated offers to be part of 

negotiating an acceptable resolution, despite the Objecting Holders being a majority of the 2014 

Notes and sizable portion of the entire unsecured claims pool, which would make confirming a 

CCAA plan without them impossible, and despite CPC’s publicly-announced commitment to 

trying to achieve a consensual deal -- the RSA Parties continue to exclude the Objecting Holders 

from any meaningful discourse. 

18. Moreover, CPC has stymied the Objecting Holders’ ability to conduct very 

important diligence. For example, the Objecting Holders have sought a limited scope of 

documents relating to the Powell River JV Interest. The Objecting Holders have explained to 

CPC the need to analyze that asset and its value. Notwithstanding repeated requests, CPC has 

not provided these basic documents. 

E. 	Pending Uncertainty Regarding Reorganization Prospects 

19. The Company has publicly announced that it has not yet determined whether to 

proceed via restructuring or sale and that it is "in discussions" with constituents. As reported by 

the court-appointed monitor in the CCAA Proceeding: 19  

Status of file as of February 14, 2012: 

"During the [February 14, 2012] court hearing, the Company advised the judge that it 
was working diligently to move along the restructuring process as quickly as possible. 

I’ 	http://www.pwc.com/calenlcar/catalyst-paper-corporation]index.jhtml  (emphasis added). 
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Further, that it was working with representatives for the 2016 bondholders and the 2014 
bondholders and holding discussions with other stakeholders. It planned to return to 
Court next week with the terms of a restructuring plan and seek permission from 
the Court to hold a creditor meeting or, in the alternative, seek another Order to 
advance the restructuring (and it suggested that an order to conduct a sales process 
was a possibility)." 

Catalyst Paper Corporation CCAA Filing (Feb. 27, 2012) (emphasis added), available at 
http://www.pwc.comlcalenlcar/catalyst-paper-corporationlindex.jhtml.  

Status of file as of February 21, 2012: 

"The Company intends to defer many of the matters scheduled for the February 23, 2012 
hearing [to March 8, 2012]. . . As the Company and its stakeholders continue 
discussions, the Company will not be seeking an order to approve an agreement or a 
sale order as the discussions have not advanced sufficiently." 

Id. 
20. 	Notwithstanding CPC’s claim to be "working with representatives for the 2016 

bondholders and the 2014 bondholders," CPC and the 2016 Noteholders continue to shut the 

Objecting Holders out of the process and to deny them essential diligence. The message seems 

obvious: the Objecting Holders are being asked to either agree to the same terms for a 

restructuring that they already rejected last month in the RSA or be subject to a forced sale 

process engineered by the RSA Parties in which the 2016 Notes would realize all the value of the 

Canadian Debtors and the U.S. Debtors. Not surprisingly, those tactics have gone nowhere and 

CPC has made no real progress towards building consensus. 
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OBJECTION 

I. CPC HAS NOT MET THE STATUTORY REQUIREMENTS FOR 
RECOGNITION OF THE CCAA PROCEEDING AS TO THE U.S. DEBTORS 

21. A bankruptcy court may only recognize a foreign proceeding if it determines that 

the proceeding "is a foreign main proceeding or foreign nonmain proceeding within the meaning 

of section 1502." 11 U.S.C. § 1517(a)(1). 2°  As discussed below, the CCAA Proceeding is 

neither a foreign main proceeding nor a qualifying foreign nonmain proceeding of the U.S. 

Debtors and, therefore, this court cannot recognize it. 

A. 	The CCAA Proceeding Is Not A Foreign Main 
Proceeding For The U.S. Debtors 

22. A foreign main proceeding is defined as a "foreign proceeding pending in the 

country where the debtor has the center of its main interests" (hereafter, "COMI"). 11 U.S.C. § 

1502(4). 

23. The Bankruptcy Code provides a statutory presumption that "[i]n the absence of 

evidence to the contrary, the debtor’s registered office . . . is presumed to be the center of the 

debtor’s main interests." 11 U.S.C. § 1516(c). As such, "the registered office (or place of 

incorporation) is evidence that is probative of, and that may in the absence of other evidence be 

accepted as a proxy for, ’center of main interests." In re Tri-ContinentalExch. Ltd., 349 B.R. 

627, 635 (Bankr. E.D. Cal. 2006). "[T]he burden of proof as to the ’center of main interests’ is 

never on the party opposing ’main’ status. . . ." Id. 

24. It is evident that the U.S. Debtors’ COMI is in the United States, not Canada. As 

20 	Unlike any other section of the Bankruptcy Code, Chapter 15 contains a statement of purpose: "[t]he 
purpose of this chapter is to incorporate the Model Law on Cross-Border Insolvency so as to provide effective 
mechanisms for dealing with cases of cross-border insolvency." 11 U.S.C. § 1501(a)(1)-(5); see also In re SPhinX, 
Ltd., 351 B.R. 103, 112 (Bankr. S.D.N.Y. 2006). "The Model Law grants great discretion as to specific relief, but 
imposes a fairly rigid procedural structure for recognition of foreign proceedings." Daniel M. Glosband, SPhinX 
Chapter 15 Opinion Misses the Mark, 25 Am. Bankr. Inst. J. 44, 45 (Dec/Jan. 2007). 
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an initial and primary matter, each of the U.S. Debtors is incorporated, and has its registered 

office, in the United States. See Paragraph 5, supra. The Court, therefore, must presume that the 

COMI for each of the U.S. Debtors is in the United States. CPC has not, and cannot, overcome 

that presumption. Nor does CPC make any serious attempt to do so. CPC’s only half-hearted 

attempt to overcome the presumption against it seems to be an argument that the U.S. Debtors 

are part of an integrated enterprise with connections to Canada. (MOL ¶ 16). There is no 

support in caselaw or statutory authority for CPC’s request to disregard the separateness of each 

entity and to treat a United States operating company as if it were located in Canada. 21  

25. 	CPC clearly cannot overcome the presumption that the U.S. Debtors’ COMI is in 

the United States. The U.S. Debtors are United States-based companies with substantial assets, 

employees and operations in the United States. Based on publicly available information, 

including the Baarda affidavit and the pleadings filed by CPC, it appears that they do not have 

any operations in Canada, do not have any assets, own or lease real property or hold any 

inventory in Canada and do not have any employees in Canada. The U.S. Debtors’ trade 

creditors primarily consist of suppliers and employees related to the Snowflake Plant and are 

located in the United States. The U.S. Debtors’ largest creditors are holders of the 2014 Notes 

and 2016 Notes, each of which was issued under indentures governed by United States laws and, 

upon information and belief, are held predominantly by United States investors. Likewise, the 

U.S. Debtors’ employees (all of whom work in the United States) -- numbering more than 200 --

are parties to collective bargaining agreements which, upon information and belief, are governed 

by United States laws. The U.S. Debtors’ only connections to Canada are by virtue of their 

21 CPC’s allegation of operations integrated in Canada are contrary to its own representations. In the footnote for 
the caption of these cases, two of the three addresses identified by the Debtors as "executive headquarters" are 
located in the United States. 
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ultimate, largely indirect, ownership by a Canadian entity and their business affiliation with 

certain affiliates -- neither suffices to meet the COMI standards. 

26. Based on the evidence -- and that CPC’s papers essentially concede as much --

it is clear that CPC has not, and cannot, establish that the U.S. Debtors’ COMI is in Canada and, 

as such, this Court cannot find that the CCAA Proceeding is the U.S. Debtors’ foreign main 

proceeding. 

B. 	CPC Has Not, And Cannot, Show That The CCAA Proceeding 
Is The U.S. Debtors’ Foreign Nonmain Proceeding 

1. 	Standards For Recognition As A Foreign Nonmain Proceeding 

27. The Bankruptcy Code defines "foreign nonmain" proceeding as a proceeding that 

is not a foreign main proceeding and is "pending in a country where the debtor has an 

establishment." 11 U.S.C. § 1502(5). "Establishment" is defined as "any place of operations 

where the debtor carries out a nontransitory economic activity." 11 U.S.C. § 1502(2). 

28. Significantly, the "establishment" requirement has been described as tantamount 

to a "local place of business." In re: Bear Stearns High-Grade Structured Credit Strategies 

Master Fund, Ltd. ("Bear Stearns 1"), 374 B.R. 122, 131 (Bankr. S.D.N.Y. 2007), aff’d, In re 

Bear Stearns High-Grade Structured Credit Strategies Master Fund, Ltd., 389 B.R. 325, 2008 

(S.D.N.Y., May 22, 2008); In re British Am. Ins. Co., 425 B.R. 884, 914-915 (Bankr. S.D. Fla. 

2010). To further define "establishment," courts look to the Model Law and the sources used to 

promulgate it. In re British Am. Ins. Co., 425 B.R. at 914-915; see also Lavie v. Ran, 406 B.R. 

277, 284 (S.D. Tex. 2009) ("Per the [European Union’s Convention on Insolvency 

Proceedings]’ s legislative history, a ’place of operations’ referred to ’a place from which 

economic activities are exercised on the market (i.e. externally), whether the said activities are 

commercial, industrial or professional.") (citing Council, Report on the Convention on 

15 
DOCSDE:17821 1.2 68700-001 



Insolvency Proceedings, at 49, No. 6500/96). 

29. "To have an establishment in a country, the debtor must conduct business in that 

country. The location should constitute a ’seat for local business activity’ for the debtor." In re 

British Am. Ins. Co., 425 B.R. at 915. The terms "operations" and "economic activity" require 

showing of a local effect on the marketplace, more than "mere incorporation and record-keeping 

and more than just the maintenance of property." Id. at 915. "The petitioner has the burden of 

proof on whether a debtor has an establishment in the country of the foreign proceeding." Id. 

Accordingly, CPC has a large burden to overcome to prove an "establishment" in Canada and, as 

discussed below, CPC’s few statements on the point are purely conclusory, do not address each 

of the U.S. Debtors, are unsupported and do not meet its burden. 

2. 	CPC Has Not Carried Its Burden To Prove That 
The U.S. Debtors Have An "Establishment" In Canada 

30. CPC’s sweeping and deficient attempt to establish that the U.S. Debtors have "an 

establishment" in Canada primarily consists of generalized allegations applicable to all CPC 

entities that "[t]he Debtors and their non-debtor affiliates are operationally and functionally 

integrated in many respects, organized under centralized senior management, and are subject to 

combined cash management and accounting functions, all based in and overseen from 

Richmond" (MOL, ¶ 16). CPC also alleges that the U.S. Debtors have bank accounts in Canada, 

are jointly managed with the Canadian Debtors and are subject to cash management and 

accounting functions based in Canada. (MOL, ¶ 23). 

31. None of the foregoing allegations come close to satisfying CPC’s burden of 

showing that the U.S. Debtors have "a local effect on the marketplace [in Canada], more than 

mere incorporation and record-keeping and more than just the maintenance of property." In re 

British Am. Ins. Co. at 915. Having bank accounts, cash functions and some of management in 
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Canada does not amount to "a local effect on the marketplace" and cannot suffice to meet CPC’s 

burden to show an "establishment." That was expressly recognized in Bear Stearns I. 

32. In Bear Stearns I, certain funds had two directors located in the Cayman Islands 

and were registered in the Cayman Islands. Judge Lifland 22  refused to recognize the funds’ 

Cayman Island proceedings as either a main or nonmain foreign proceedings, even though 

recognition was not opposed by any party. In finding no "establishment" in the Cayman Islands, 

the court noted that "the place where the Funds conduct[ed] the administration of their interests 

on a daily basis" was in the United States because, among other things, the back-office 

operations, books and records and employees of the funds were located in the United States. 

Bear Stearns I at 130.23 

33. The facts applicable to the U.S. Debtors make CPC’s case for an establishment in 

Canada even weaker than in Bear Stearns I. The U.S. Debtors, unlike the Bear Stearns funds, 

are organized in the United States. Like in Bear Stearns I, their principal places of business are 

in the United States and it appears that all of Snowflake and Apache’s day to day operations and 

key employees are located in the United States. Like the funds in Bear Stearns I there is "no 

(pertinent) nontransitory economic activity conducted locally" by the U.S. Debtors in Canada. 

Id. at 131. Accordingly, like in Bear Stearns I, the petitioner cannot satisfy its burden on 

"establishment." 

34. Finally, CPC cannot meet its burden simply by alleging that the U.S. Debtors are 

part of an integrated enterprise with connections to Canada. If that were so, then purely local 

United States companies that happened to have been acquired by a foreign-based entity would 

22 	Notably, Judge Lifland, the presiding judge in Bear Stearns I, is one of the authors of chapter 15. Id. at 128 
n. 5. 
23 	Notably, the court allowed the previously granted stay to remain in effect for 30 days after entering the 
order denying recognition so the petitioners could commence U.S. bankruptcy proceedings. 
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always become susceptible to the powers of a foreign representative appointed in that foreign 

jurisdiction -- clearly that would contravene the purpose behind the Model Act and Chapter 15. 

Rather, CPC must make particularized showing as to the U.S. Debtors, which it has not done. 

35. Accordingly, the Court cannot recognize the CCAA Proceeding as either a foreign 

main or nonmain proceeding of the U.S. Debtors. 

II. ALTERNATIVELY, IF THIS COURT RECOGNIZES THE CCAA 
PROCEEDING AS THE U.S. DEBTORS’ NONMAIN PROCEEDING, IT 
SHOULD NARROWLY TAILOR THE RELIEF GRANTED TO CPC 

36. As set forth above, the Court cannot recognize the CCAA Proceeding as to the 

U.S. Debtors. If, however, the Court is inclined to recognize it as the U.S. Debtors’ foreign non-

main proceeding, it should sharply curtail the overreaching and unreasonably broad forms of 

relief that CPC requests - demonstrating the efforts of CPC and the 2016 Noteholders to evade 

proper judicial review of their actions and to abandon the interests of unsecured creditors. 

37. Section 1521 of the Bankruptcy Code dictates which forms of relief this Court 

may grant CPC if the CCAA Proceeding is recognized as the U.S. Debtors’ non-main 

proceeding. Importantly, the forms of relief in section 1521 are permissive, not mandatory, and 

may only be granted by the Court "where necessary to effectuate the purpose of this chapter and 

to protect the assets of the debtor or the interests of the creditors." 11 U.S.C. § 1152 (emphasis 

added). The Bankruptcy Code further limits a court’s ability to grant the forms of relief 

contemplated in section 1521. First, "the court must be satisfied that the relief relates to assets 

that, under the law of the United States, should be administered in the foreign nonmain 

proceeding or concerns information required in that proceeding." 11 U.S.C. § 1521(c). Second, 

"the interests of the creditors and other interested entities, including the debtor, [must be] 

sufficiently protected." 11 U.S.C. § 1522(a). Third, this Court may not take any action that 

"would be manifestly contrary to the public policy of the United States." 11 U.S.C. § 1506. 
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CPC has the burden to demonstrate compliance with all three requirements when seeking relief 

pertaining to the U.S. Debtors. 

38. CPC cannot satisfy any of the foregoing requirements, and should be denied the 

overreaching relief it seeks. Among other things, the U.S. Debtors should not be granted relief 

that is only applicable in a foreign main proceeding and unavailable to them. (See Alternative 

Proposed Recognition Order ¶ 4, 6). 

39. Moreover, CPC is not entitled to carte blanche recognition of all past and future 

orders in the CCAA Proceeding (Alternative Proposed Recognition Order ¶ 3), but rather, is 

required to present reasons that each such order should be approved and, importantly, to explain 

what affect it will have on the U.S. Debtors, their assets and creditors. Indeed, CPC has already 

obtained relief in the CCAA Proceeding that could strip unsecured creditors of fundamental 

rights and remedies because the CCAA initial order authorized CPC, at its election, to sell assets 

of up to an aggregate amount of $2,000,000 without any need for notice or approval. (Initial 

CCAA Order ¶ 15). This Court should not allow such relief to extend to assets of the U.S. 

Debtors or to permit CPC to continue to use the CCAA Proceeding to obtain relief that runs 

contrary to protections mandated by the Bankruptcy Code. 

40. CPC also should not be allowed to dispose of any of the U.S. Debtors’ assets or 

to take any actions that could impact their creditors - the CCAA Proceeding cannot be used to 

side-step fundamental Bankruptcy Code requirements (including with respect to notices) and, 

unless and until the U.S. Debtors (through CPC or on their own) commence a bankruptcy 

proceeding in the United States, they cannot avail themselves of those powers. Finally, the Court 

should not grant CPC any relief which could allow it to act as a debtor-in-possession for the U.S. 

Debtors while circumventing the scrutiny that necessarily go therewith or the extensive creditor 
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protections that arise under Chapter 11 (e.g., formation of a creditors committee under section 

1102; creditor rights upon a sale under section 363; junior lienholder rights upon a financing 

under section 364; contact counter-party protections under section 365; labor union rights under 

section 1113, etc.). Granting CPC the relief it seeks would grant the Canadian court control over 

assets located in the United States that should be administered by this Court, would be 

detrimental to the rights of unsecured creditors and accordingly would be manifestly against 

public policy. 

41. 	Accordingly, the Court should restrict the relief granted to CPC with respect to 

the U.S. Debtors, perhaps at most to a stay during pendency of the CCAA Proceeding to give 

CPC sufficient time to decide whether to commence a United States proceeding for the U.S. 

Debtors. 
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CONCLUSION 

WHEREFORE, for the reasons stated above, the Objecting Holders respectfully request 

that the Court deny the relief sought in the Amended Recognition Motion with respect to the 

U.S. Debtors and grant to the Objecting Holders such other and further relief deemed just and 

proper. 

Dated: February 28, 2012 	 PAC 	 }U SANG ZIEHL & JONES LLP 

Laura Davis JonBio. 2436) 
Timothy P. Cairns (Bar No. 4228) 
919 North Market Street, 17th  Floor 
P.O. Box 8705 
Wilmington, DE 19899-8705 (Courier 19801) 
Telephone: (302) 652-4100 
Facsimile: (302) 652-4400 
E-mail: ljones@pszjlaw.com  

tcairns@pszjlaw.com  

and 

KASOWITZ, BENSON, TORRES 
& FRIEDMAN LLP 

David M. Friedman 
Adam L. Shiff 
Daniel A. Fliman 
1633 Broadway 
New York, New York 10019 
Telephone: (212) 506-1700 
Facsimile: (212) 506-1800 
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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

------------------------------------x 
In re: 	 : 	Chapter 15 

CATALYST PAPER CORP., et al.,’ 	: 	Case No. 12-10221 (PJW) 

Debtors. 	: 	(Jointly Administered) 

X 

CERTIFICATE OF SERVICE 

I, Timothy P. Cairns, hereby certify that on the 28th  day of February, 2012, I 

caused a copy of the following document to be served on the individuals on the attached service 

list in the manner indicated: 

Objection of 2014 Noteholders to Final Recognition of Foreign Proceeding as 
to U.S. Debtors. 

TimothP. Ca s (Bar No. 4228) 

1 The last four digits of the United States Tax Identification Number or Canadian Business Number of the Debtors, 
as applicable, follow in parentheses: (i) 0606890 B.C. Ltd. (2214); (ii) Catalyst Paper Corporation (1171); (iii) 
Catalyst Paper Energy Holdings Inc. (3668); (iv) Catalyst Paper General Partnership (6288); (v) Catalyst Pulp and 
Paper Sales Inc. (2085); (vi) Catalyst Pulp Operations Ltd. (4565); (vii) Catalyst Pulp Sales Inc. (4021); (viii) Elk 
Falls Pulp and Paper Ltd. (9493); (ix) Pacifica Poplars Ltd. (6048).; (x) Catalyst Paper Holdings Inc. (7177); (xi) 
Pacifica Papers U.S. Inc. (7595); (xii) Pacifica Poplars Inc. (9597); (xiii) Pacifica Papers Sales Inc. (7594); (xiv) 
Catalyst Paper (USA) Inc. (6890); (xv) Catalyst Paper (Recycling) Inc. (8358); (xvii) Catalyst Paper (Snowflake) 
Inc. (7015); (xvii) The Apache Railway Company (00 17) (Catalyst Paper Holdings Inc., Pacifica Papers U.S. Inc., 
Pacifica Poplars Inc., Pacifica Papers Sales Inc., Catalyst Paper (USA) Inc., Catalyst Paper (Recycling) Inc., 
Catalyst Paper (Snowflake) Inc. and The Apache Railway Company, collectively, the "U.S. Debtors"). The Debtors’ 
executive headquarters’ addresses are 2nd Floor, 3600 Lysander Lane, Richmond, BC V713 1 C3, Canada; 2101 
Fourth Avenue, Suite 1950, Seattle, WA 98121; and Spur 277 N., Snowflake, AZ 85937. 
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