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(  MAR This is the 1% affidavit of
' A. Crabtree in this case and was
L, i made on March 16, 2012

No. S-120712
Vancouver Registry

IN THE SUPREME COURT OF BRITISH COLUMBIA

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

AND

IN THE MATTER OF THE CANADA BUSINESS CORPORATIONS ACT, R.S.C. 1985, c. C-44

AND

IN THE MATTER OF THE BUSINESS CORPORATIONS ACT, S.B.C. 2002, c. 57

AND

IN THE MATTER OF CATALYST PAPER CORPORATION
AND THE PETITIONERS LISTED IN SCHEDULE “A”

PETITIONERS

AFFIDAVIT

I, Andrew Crabtree, of Suite 2600 — 595 Burrard Street, Vancouver, British Columbia, Lawyer,
AFFIRM THAT:

1. I am a lawyer at Blake, Cassels & Graydon LLP, counsel for the Petitioners, and as such I
have personal knowledge of the matters deposed to in this Affidavit except where I depose to a
matter based on information from an informant I identify in which case I believe that both the

information from the informant and the resulting statement are true.
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2. Attached as Exhibit “A” to my affidavit is a copy of an article in the Vancouver Sun by
Kevin Clarke, dated March 9, 2012.

3. Attached as Exhibit “B” to my affidavit is a copy of the Restructuring and Support
Agreement, dated March 11, 2012.

4. Attached as Exhibit “C” to my affidavit is a copy of the Plan of Compromise and
Arrangement, dated March 15, 2012.

AFFIRMED BEFORE ME at Vancouver,
British Columbia on March 16, 2012.

Andrew Crabtree

ommissioner T
British Columbia

ng Affidavits for

N N N N N N e S Nn N

MEGAN TWEEDIE
Buarrister & Soligitor
BLAKE, CASSELS & GRAYDON LLP
Suite 2600, Three Bentall Centre
595 Burrard St., PO. Box 49314
vancouver, B.C. V7X 1L3
(604) 631-4174
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This is Exhibit "A" referred to in the Affidavit #1
of Andrew Crabtree made before me at Vancouver,
British Columbia this 16™ day of March 2012.
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Afervy passes the Catalyst Mill in Crofton on the way to Vesuvius Bay on Saltspring [sland. This Vancouver Istand miti contributed $70.5 mittfon in wages and benefits to 569 employees,

Worth fighting for: 7,000 jobs, $2 billion

Requests to Victoria and Ottawa to support Catalyst operations a step to help preserve local taxes, economic activities and spinoff jobs

BY KEVIN |. CLARKE

tot bas been said and written
about Catalyst Paper since Jon-
Aizy 3ast, That's when our BL.-

(‘mﬁumA‘xnnsemeutAn {CCA pro-
cess, and the attention iy understand-
#ble. Creditor protection allows Cata-
lyst — with monufacturiog facilities
in Powell River, North l)'.vwwh.m, aad

leve} or a provinciel level,
the impacts are enormous, and we
all have reasan 1o fight to keep and
expand these jobs and benefits by
making the operations viable.

At the community level, in 2011
alone:

« The Port Alberni mill contributed
$39 million in wages and beaelits
for 315 emplovees, generated 1270
apinoff jobs, $255 million in ipmﬂﬁ
economic activity. $10.5 willion in
ding with facal b and

- The compsny’s operations spin
off 5,385 additionad jobs in B.C., fora
total wnpact of 7,00 jobs

~ Bach year, the company's spend-
iug has o $2 billion lmgnu any the
B.C. esanomy. or roughly double
the impact of the e-ntu‘e B.C. film
industry.

Very few B.L. unu‘nmes lrave such a
major impaet. That's why we need to
get the fandamentals right, aud where

CCAA can help focus eftorts. The Pow-

Part Alburni, d ers in
Hichmond, and a disteibution mtrem
Surrey — to continte to operate while
financinl restructuring takes place.

Catalyst delivers 7,000 jobs in B.C.,
and hasa $2 billion impacta year. So,
everyone hus an interes! in Catalyst’'s
emergence from CCAA with mills
operating, jobs preserved, and these
real econlanic benefits continuing -~
nat just for host communities but also
for the antire provinoe,

Let’s be cleur — no one wants to enter
ereditor protection. It menns thxl
samewhere along the line, the fun-
damentals weint wrong. It ineans the
adtion taken to set them right was too

- litkle, or too late. Investors, custom-
ers and snppliers are closely watcl-
ing the compuny, #nd the municipal,
provineial and ederal fundamentals’
that are off-track require effort by all
«fus to be put right. That's niot an easy
reality to face, but wnder CCAA it cant
be set aside, even if it mezns that in
soe instances, we have to retrace our
stups to by again to gel the fdamen-
tals right,

Is the effort worth it? Yes. Because
whether you Jook at Catalyst from a

paid $4.7 million in property tixes,

« The Crofton mill in Narth Cow-

jehan contributed $70.5 million in

wages and benefits for 569 empliyees,
generated 2,320 ipumﬁ )nhs. 5465
milliun in spinotf econoinic activity,
$10-4 million in spending with local
businesses, and paid $6.2 million in
property tases.

« The mill in Powell River — in aper-
ation since April 12th. 1912 - contrib-
uted $30 million in wages and ben-
efils for 410 employres, generated
1,810 spinoafi’ an& $360 millien in
:.pmaﬂ econamic sctivity, $7.4 million
in spending with local businesses, and
paid $2 -9 millivn in property taxes.

+ In other B.C. locations, inchuding
Surrey and Richmond where Cata.
Iyst's distribution centre and head
affice are located, ed, the

Treament Pruj-
good pl(we to stact,

Two yenrs ago, Powell River and Cat-
alyst worked together to sddress the
issue of the city’s taxation fundamen-
tal. The city wanted to help preseive
the jobs and businesses supported by
the paper mill, sn we worked logether
to create an innovative agreement 1o
treat municipal waste using the mill's
infrusteucture, saving costs for the city
and reducing the 1ax burden on the
company

This agrevrient received i 201t inno-
vation award from the Canadian Asso-
ciation of Municipal Administrators
“for thinking autside the box in mat-
ers of ecunomic survival and making
a sustainadle futire their priority,”
Powell River submitied the project
o the rederullv funded Union of B.C.
Foud,

tributed $40.6 million in wag«-_«s and
benefits for 286 employees, and paid
$4.2 million i in propetty tases.

It's no surpeise that these comumnu-
nity impacts add up to a whopping
provincial impaet:

» Catalyst employs 1,580 people in
raral and urban B.C. municipalities.

apph(.nmn was rejected. Catalyst has
asked the provincial government o
correct this ecror and provide the $7
million 1o support the Powell River
project, This time, we need to get this
fondanieatal right.

Faifing to take the setion required ta
presecve and expand these jobs and

their impacts is no longer an option.
That's because the issues facing Cata-
fyst operations are no longer ‘oeal to
a B.C. community oe to the provioee,
We are all now beiag serutinized for
our commitnient to competitiveness
through a nutlom«l and internutional
nucroseope, and if we don’t want to be
seen us 4 flickering beacon of (e past,

we must recognize the wocld ahead.

Thos¢ in B.C'. wlio consider this a time
towait and see wiiat someone else will
do ta preserve Catalyst aperations, or
who toss a manhole caver to people
treading water, will find that inves-
turs, suppliers, and customers can
niove quickly t6 pursue their inter-
ests and needs elsewhere in Canada
and around the globe. These are the
times we live in. Exthe::\m step ap, or
we step aside.

So Calalyst is stepping up, and we're
#king others — inc| lud]m, Victoria
wad Ottawa — to wark with us ta set.
right the fundamentals that are essen-
tiat to viable Catulyst operutivns. This
includes:

« Asking the B.C, government to use
Section 199 of B.C.s Community Char-
offered by the District of North
Cowichian and the Suprenie Coust of
Cunada to support North Cowichan's
efforts to achieve a competitive indus-
trial tax rate.

+ Asking the B.C. government to use
its Job Plan and other me
to make avsilable $30
five years W support new hiring and
high-tech training programs at Cata-
Iystills.

+ Asking Victoria for support in
ensaying certainty in BC Hydeo rates

(Catulyst is BC Hydro's largest cus-
tomer and i particularly vulnerable
now to rate increases). and Lo efin-
inate the $8 million per year risk
to Catulyst operations posed by x
switch fram HST to PST on ejednnl\'
purchases.

+ Asking Ottawn te return to Catalyst
Lhe $3.5 million each month in HST

its that are normally cetirned
lhe company but that are now frozen
nnder CCAA, ind asking the provinee
to backstap these funds until they are
retuned to B.C. by Otiawa,

These importunt requests are small
when set next to the staggering finan-
cial support Quebsc and Nova Sco-
tia have provided to our competitars
nndergoing the CCAA process. We
may not like this govexnment sup-
port for jobs in other provinces, but
the actiuns ure a mark of the times
we live in. Got jobs? Fight Lu keep
them. Not with corporats welfare,
but with sensible peactices and sound
fundamentals.

And be prepared to keep fighting.
This point was demonstraled lost
month in the coveruge kicking off The
Sun’s 100th anniversary. One of the
phatos in the commernorative sapple-
ment featured Catalyst employees al
aur Powell River mill, bolding aditions
of The Sun peinted on Electcastar, a
populir speciaity paper tnanufuctitred
at that mill, As The Sin niade clear,
and the mill's 160th saniversary next
moath confinms, you don't ocvive if
youdon't adapt and fight.

Kevia . Ciarke Is president amvd C50)
nf Catatyst Pager,

Japan open for business again a year after deadly earthquake

HIDEKI
170

frain was yestored by Apel 29. Traifie
restrictions on the Tohoku Express-
way were [ifted as earhy as March 24
Al purts bave alsa beea brought
back inta uperation. Dubris scattered
around residences s completely
removed it all municipalities by the
end uf August. As well, many Japu-

r I “Yhe earthquake and sub
tsitnqnnd, whicl hit eastern Jay
onMarch 11, 20m1, wasone of the

Iurg-.s! natoral disasters in wocld his-

Wer 19,000 people weee killed or

mm missing.

Sinee the earthquake, my wnsulate
hiis received hundreds of messages
ol'cundnieucﬂ and generous dona-
tions. le across Canada, in
partu:ular Bnnsh, lenmhm Iu same

nese p have erexd at an
astonishing speed, with their supply
chains fully restored.

in addition, the Jupanese govern-
menl hus bumched the Reconstruc-
tion Agenay, which oversees the entire
reconstruction process. The govern-
wient has allocated throngh successive
supplementary budgets a little over
a0 trillion ven ($250 billion Cdn) for
the recanstruetion, which will further

ases, children
and origami cranes. There were raty
fundraising events to support the pec-
ple inJapan. As well, after the earth-

uake, I visited & numiber of places in
the province, and everywhere [went [
faw many activities being nndertaken
for Japau's relief,

Lalso received warm and kind mes-
sages from many individuals. I would

speed up i activities.

The ruunstrndxon does pot inerely
mean restoration of buildings and
infrastructure o their original con-
dition. Japan aims to produce a new
model for disaster tisk mamgement.
“The plan is also to create “eco-future
cities™ with environmeantally friendly
dnfrastrutcture. such us power generi-
tion from mnﬂ:.«lvk eoergy.

1 SELAOASPEC AL 10 T M
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http://digital.vancouversun.com/epaper/services/OnlinePrintHandler.ashx ?issue=1000201...

o lower than other major foreign
capitals.

Twould fike Canodians to consider
visiting Japan for business, study or
toucism, without any Wurries. .lapan
eontinues to be an attractive travel
destination. which offers colture and
culinucy delights us well us a wide
runge of utdour activities.

e word kizuna. ineuning “the bond
between people”. was often used after
March 11. The word connotes warm
hearts and the kiod suppaort Japan
has cuceived from the inlernational

ity. including Canada. [ have
10 doubd. thiat with the suppart of the
internations} community, Japan will
be able to physically recover from the
disaster damage. However. it is more
difficult to heal the wonnded hiearts of
peuple. especially children. who have
{ost their heloved family nvernbers and
friends. 1 sincerely hope thatall Cana-
dians will continue to keep a warm
beart for thase people who have heen.
affected by this disaster,

The consulatbgenerd is presenting
an exhibit of photographs, Disaster
& Recovery Y= ~ The Great East {n;km

09/03/2012
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This is Exhibit "B" referred to in the Affidavit #1
of Andrew Crabtree made before me at Vancouver,
British Columbia this 16® day of March 2012.

(A Commissioner fop B taking Affidavits

for British Columbia




EXECUTION VERSION

RESTRUCTURING AND SUPPORT AGREEMENT

This RESTRUCTURING AND SUPPORT AGREEMENT is made and entered into as of
March 11, 2012 (this “Agreement’) by and among (i) Catalyst Paper Corporation (“CPC”) and
certain of its subsidiaries and affiliates (collectively, the “Applicants” or “Debtors”); and (ii) the
undersigned holders or investment advisers or managers of discretionary accounts that hold the
2016 Notes (as defined below) or 2014 Notes (as defined below) (each, an “Initial Supporting
Noteholder”).! The Debtors, each Initial Supporting Noteholder and each person or entity that
becomes a party hereto in accordance with the terms hereof are collectively referred to as the
“Parties” and individually as a “Party.”

RECITALS

WHEREAS, the Debtors and certain holders of the 2016 Notes and the 2014 Notes who
are Parties to this Agreement were parties to a prior, executed Restructuring and Support
Agreement with the Debtors dated as of January 14, 2012 (the “January 14 RSA”), which was
terminated in accordance with its terms on January 31, 2012 and this Agreement replaces the
January 14 RSA in all respects; and

WHEREAS, the Debtors and the Initial Supporting Noteholders are negotiating (a)
restructuring and recapitalization transactions with respect to the capital structure of the Debtors,
including the Debtors’ obligations under: (i) the 11% Senior Secured Notes due December 15,
2016 (the “Senior Secured Notes”) issued by CPC pursuant to that certain Indenture, dated as of
March 10, 2010 (as amended, restated, supplemented, or otherwise modified from time to time,
the “Senior Secured Notes Indenture”), by and among CPC, as issuer, certain of its affiliates, as
guarantors, Wilmington Trust, National Association, as trustee (in such capacity, the “2016
Trustee”), and Computershare Trust Company of Canada, as collateral trustee (in such capacity,
the “Collateral Trustee”); (ii) the Class B 11% Senior Secured Notes due December 15, 2016
(the “Class B Senior Secured Notes,” and, together with the Senior Secured Notes, the “2016
Notes”) issued by CPC pursuant to that certain Indenture, dated as of May 19, 2010 (as amended,
restated, supplemented, or otherwise modified from time to time, the “Class B Indenture,” and,
together with the Senior Secured Notes Indenture, the “2016 Indentures”), by and among CPC,
as issuer, certain of its affiliates, as guarantors, the 2016 Trustee and the Collateral Trustee; and
(111) the 7.375% Senior Notes due March 1, 2014 (the “2014 Notes” and together with the 2016
Notes, the “Notes”) issued by CPC pursuant to that certain Indenture, dated as of March 23, 2004
(as amended, restated, supplemented, or otherwise modified from time to time, the “2014
Indenture”), by and among CPC, as issuer, certain of its affiliates, as guarantors, and Wells
Fargo Bank, National Association, as trustee (the “2014 Trustee”) or, as applicable (b) the sale of
all or substantially all of the Debtors’ assets in accordance with sale and investor solicitation
procedures to be approved by the Supreme Court of British Columbia, Vancouver Registry (the
“Canadian Court”) substantially in the form attached hereto as Exhibit A (with such changes as

! For the avoidance of doubt, the Initial Supporting Noteholders shall not include those holders of 2014
Notes or 2016 Notes who execute one or more Joinder Agreements (as contemplated below).
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shall be in form and substance satisfactory to the Majority Initial Supporting Noteholders, in
consultation with the Initial Supporting Unsecured Noteholders (each as defined below), the
“SISP”), in each case pursuant to the terms and conditions set forth in the Restructuring Term
Sheet attached hereto as Exhibit B (the “Term Sheet”) and in this Agreement which are intended
to form the basis of a plan, consistent in all respects with the Term Sheet and this Agreement,
(the “Plan”) or a sale transaction in connection with the Debtors’ proceedings commenced
pursuant to the Companies’ Creditors Arrangement Act (the “CCAA”) and chapter 15 of title 11
of the United States Bankruptcy Code (the “Bankruptcy Code”), as set forth more specifically in
this Agreement and the Term Sheet (collectively, the “Transactions”).

NOW, THEREFORE, in consideration of the covenants and agreements contained
herein, and for other valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, each Party, intending to be legally bound hereby, agrees as follows:-

AGREEMENT
Section 1.  Agreement Effective Date and Joinder.

1.1  Agreement Effective Date. This Agreement shall become effective and binding
upon each of the Parties at 12:01 a.m., New York City time, on the date on which counterpart
signature pages of this Agreement shall have been executed by the Debtors and delivered to Akin
Gump Strauss Hauer & Feld LLP (“Akin Gump”) and Goodmans LLP (“Goodmans”) and
counterpart signature pages of this Agreement shall have been executed by one or more Initial
Supporting Noteholders and delivered to the Debtors (the “Agreement Effective Date™).

1.2 Joinder. Each holder of Notes or investment adviser or manager of discretionary
accounts that hold the Notes that is not an Initial Supporting Noteholder and which executes a
Joinder Agreement substantially in the form attached hereto as Exhibit C shall be deemed, as of
the date of such execution, for all purposes of this Agreement to be a Party to this Agreement as
a Consenting Noteholder (as defined below), and this Agreement shall be deemed to have been
amended as of such date to include such holder of Notes or investment adviser or manager of
discretionary accounts that hold the Notes as a Consenting Noteholder; provided that, except as
expressly amended as contemplated by this section, each provision of this Agreement shall
remain in full force and effect, unamended.

Section 2. Term Sheet. The Term Sheet is expressly incorporated herein and is made part of
this Agreement. The general terms and conditions of the Transactions are set forth in the Term
Sheet; provided, however, that the Term Sheet is supplemented by the terms and conditions of
this Agreement. In the event of any inconsistencies between the terms of this Agreement and the
Term Sheet, this Agreement shall govern. Capitalized terms used but not defined herein have the
meanings set forth in the Term Sheet.

2.1 Consent Rights

(a)  Notwithstanding anything to the contrary contained in this Agreement, the
following consent and consultation rights regarding certain aspects of the Transactions as set
forth in this Section 2.1 shall apply:
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(i) The following shall be acceptable to (A) the Initial Supporting
Noteholders, where each of the Initial Supporting Noteholders will have one vote and a
majority of votes will govern (the “Majority Initial Supporting Noteholders™) and B)
all holders of 2014 Notes that have executed this Agreement (as distinct from a Joinder
Agreement) as of the date hereof (collectively, the “Initial Supporting Unsecured
Noteholders”): (1) the terms of the Warrant Agreement; and (2) any aspects of the Plan
that may be materially inconsistent with the Term Sheet.

(1)) The following shall be acceptable to the Majority Initial
Supporting  Noteholders, in consultation with the Initial Supporting Unsecured
Noteholders: (A) the Exit Facility, to the extent necessary;, (B) the treatment of
unexpired leases and executory contracts; (C) the securities exchange on which the
New Common Stock and the New Warrants shall be listed; (D) the corporate
governance documents of reorganized CPC and the reorganized Debtor subsidiaries;
(E) the Transaction Documents; and (F) the Meetings Order, the SISP Approval Order,
the Claims Process Order and the Sanction Order (each as defined herein).

(1ii) The Debtors’ new labor contracts and/or collective bargaining
agreements shall not be objected to by the Majority Initial Supporting Noteholders, in
consultation with the Initial Supporting Unsecured Noteholders; provided, however,
that the Debtors shall provide the Initial Supporting Noteholders with not less than
three business days from the date on which all relevant materials pertaining to the new
labor agreements are provided to counsel to the Initial Supporting Noteholders to

~ determine whether to object to such new labor agreements. All relevant materials
pertaining to the new labor agreements shall also be provided to counsel for the Initial
Supporting Unsecured Noteholders.

Section 3. Commitments Regarding the Transactions.

3.1 Support of the Transactions and the Plan.

(@) As long as this Agreement has not been terminated in accordance with the
terms hereof, each Initial Supporting Noteholder and each holder of 2014 Notes and/or 2016
- Notes who executes a Joinder Agreement (such holders, together with the Initial Supporting
Noteholders, the “Consenting Noteholders”) agrees, in compliance with the timeframes set forth
in this Agreement, that it shall, subject to the terms and conditions contained herein:

(1) on a timely basis, negotiate in good faith all documentation
relating to the Transactions, including all solicitation material in respect of the Plan
(collectively, the “Solicitation Materials” and together with the Plan, court materials
and all other documentation relating to the Transactions, the “Tramsaction
Documents”), which Transaction Documents shall contain provisions consistent in all
respects with the Term Sheet and this Agreement and shall contain such other
provisions as are reasonably satisfactory to the Majority Initial Supporting Noteholders
in consultation with the Initial Supporting Unsecured Noteholders, except as otherwise
set forth herein;
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(ii) permit all necessary disclosures in the Solicitation Materials of the
contents of this Agreement, including but not limited to the aggregate principal amount
of outstanding 2016 Notes and 2014 Notes held by the Consenting Noteholders;

(iii) support the Plan and the transactions contemplated thereby,
including without limitation (A) by indicating in court its support for the Transactions
and the Plan; (B) by voting its claims (within the meaning of section 101 of the
Bankruptcy Code and any comparable provisions of Canadian law, its “Claims™)
against the Debtors with respect to the 2016 Notes and 2014 Notes held by the
Consenting Noteholders to accept the Plan by delivering its duly executed and
completed ballot accepting such Plan on a timely basis, and in any event within the
period for responses specified in the Solicitation Materals, following the
commencement of the solicitation and its actual receipt of the applicable Solicitation
Materials; and (C) by not changing or withdrawing (or causing to be changed or
withdrawn) such favorable vote;

(iv) as applicable and on the terms hereunder, support the SISP and the
entry of the SISP Approval Order, and the transactions consummated thereunder by,
among other things, indicating in court its support for the SISP, the SISP Approval
Order and the sale by way of credit bid under the SISP; and

(v) not, directly or indirectly, in any material respect, (A) object to,
-delay, impede, or take any other action to interfere with confirmation or consummation
of the Plan and/or the implementation of the SISP (including any credit bid up to the
full amount of the obligations outstanding under the 2016 Indentures by or on behalf of
the holders of the 2016 Notes), as applicable, and acceptance or implementation of the
Transactions or (B) propose, file, support, solicit or vote for any restructuring, workout,
plan of arrangement, or plan of reorganization for the Debtors, other than the Plan and
the Transactions.

(b) Each Consenting Noteholder also agrees that unless this Agreement is
terminated in accordance with the terms hereof, it will not, directly or indirectly, exercise any
right or remedy for the enforcement, collection, acceleration or recovery of any of the 2016
Notes or 2014 Notes against the Debtors that is materially inconsistent with the Term Sheet and
this Agreement or instruct the 2016 Trustee or the 2014 Trustee to take any such action with
respect to the 2016 Notes or 2014 Notes, respectively, that is materially inconsistent with the
Term Sheet and this Agreement; provided, however, that, except as otherwise set forth in this
Agreement, the foregoing prohibition will not limit any Consenting Noteholders’ rights under
any applicable indenture, credit agreement, other loan document, and/or applicable law to: (i)
terminate or close out any swap agreement, repurchase agreement, or similar transaction with the
Debtors to the extent the underlying agreement permits such termination or close-out, (i1) appear
and participate as a party in interest in any matter to be adjudicated in any case under the
Bankruptcy Code or CCAA, as applicable, concerning the Debtors, so long as such appearance
and the positions advocated in connection therewith are not materially inconsistent with the Plan,
this Agreement and such Consenting Noteholder’s obligations hereunder, or (iii) submit a credit
bid as contemplated in Section 3.2(a)(ii)(C)(1) of this Agreement.

007



008

32 Commitment of Debtors.

(a) As long as this Agreement has not been terminated in accordance with the
terms hereof and as otherwise provided herein, each of the Debtors agrees, in compliance with
the timeframes set forth in this Agreement, that it shall, subject to the terms and conditions
contained herein:

(1) support and complete the Transactions embodied in the Term
Sheet and this Agreement,

(i) do all things necessary and appropriate in furtherance of the
Transactions embodied in the Term Sheet and this Agreement, including, without
limitation:

(A)  in connection with the Debtors’ prior proceedings under the
Canada Business Corporations Act (the “CBCA”), abandoning the Debtors’
application for an interim order under section 192 of the CBCA in the Canadian
Court; ’

(B) in connection with the Debtors’ proceedings under the
CCAA:

(1)  on or before March 15, 2012, filing the Plan with the
Canadian Court;

(2)  setting a voting record date (the “Record Date”) of no later
than March 16, 2012;

(3)  obtaining an order (the “Meetings Order’) from the
Canadian Court providing for the calling, holding and conduct of the Voting
Meetings (as defined below) and the sending of Solicitation Materials in
connection with the Plan by no later than March 20, 2012 (the “Meetings Order
Date”);

(4)  obtaining an order (the “Claims Process Order”) from the
Canadian Court by no later than March 20, 2012 providing for a claims process
and bar date, which bar date shall be selected by the Debtors, in consultation with
the Monitor and the Majority Initial Supporting Noteholders, but shall in no event
be later than April 19, 2012; o

(5)  holding meetings (the “Voting Meetings™) of the holders of
the 2016 Notes and 2014 Notes, together with other general unsecured creditors,
to vote on the Plan no later than April 23, 2012, the date of which Voting
Meetings must be reasonably acceptable to Akin Gump, Fraser Milner Casgrain

- LLP (“FMC”) and Goodmans; and



(6)  obtaining an order of the Canadian Court sanctioning the
Plan by no later than April 25, 2012 (the “Sanction Order”).

(C)  in connection with the SISP:

(1)  on the same date as the Debtors file the Plan and seek the
Meetings Order from the Canadian Court, the Debtors shall simultaneously file an
application (the “SISP Application”) with the Canadian Court for approval of the
SISP which shall include, among other things, that a credit bid shall be permitted
on behalf of all holders of the 2016 Notes of up to the full amount of the
obligations outstanding under the 2016 Indentures, and that such credit bid shall
be selected as the stalking horse bid in such sale process;

(2)  obtaining an order of the Canadian Court approving the
SISP (the “SISP Approval Order”) by no later than March 20, 2012, which order
shall be in form and substance satisfactory to the Majority Initial Supporting
Noteholders, in consultation with the Initial Supporting Unsecured Noteholders,
and shall provide that the SISP is approved and shall be implemented without
further order of the court but only within two business days following the failure
to achieve the requisite statutory thresholds of support for approval of the Plan at
the Voting Meetings (the “Plan Vote Failure”) and that failing the Debtors
commencing such SISP within two business days of the Plan Vote Failure, the
Monitor appointed in the CCAA proceedings shall be directed to implement the
SISP within one business day of such failure;

(3) commencing the SISP in accordance with its terms within
two business days of the Plan Vote Failure; and

(4)  meeting all timelines set forth in the SISP.

(iii) take all steps necessary and desirable to cause the effective date of
the Plan to occur within the time frames contemplated by this Agreement;

(iv) cooperate and work in good faith with Akin Gump, FMC and
Goodmans in connection with the implementation of the Transactions and to prepare or
cause the preparation of the Solicitation Materials, the Plan, the Meetings Order, the
Claims Process Order, the SISP, the SISP Application, the SISP Approval Order, and
all related materials and provide draft copies of such documents to Akin Gump, FMC
and Goodmans, within a reasonable amount of time prior to the filing of such materials;

(v) provide regular, periodic updates to counsel for the Initial
Supporting Noteholders, counsel to Initial Supporting Unsecured Noteholders, and any
Initial Supporting Noteholder or Initial Supporting Unsecured Noteholder subject to a
confidentiality agreement at the time of such update regarding the Debtors’ business
operations and assets and relations between the Debtors and their labor unions, as well
as notice of and complete details regarding, as soon as practicable, but in any event
within twenty-four (24) hours following the occurrence of, any event, fact or
occurrence which could reasonably be expected to have a significant effect on the
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Debtors’ business and assets and/or the implementation of the Transactions including,
without limitation, significant changes in the Debtors’ financial condition including
their cash position and trade terms required by the Debtors’ vendors and suppliers, any
default or event of default under the Debtors’ DIP loan facility, efforts to seek approval
of new labor agreements with the Debtors’ labor unions and any significant events in
the Debtors” CCAA proceedings;

(vi) use commercially reasonable efforts (including recommending to
holders of the 2016 Notes and holders of the 2014 Notes that they vote to approve the
Plan) to achieve the timelines in Section 3.2(a)(i1)(B) or, as applicable, Section
3.2(2)(i1)(C) of this Agreement;

(vii) obtain any and all required regulatory and/or third-party approvals
for the Transactions embodied in the Term Sheet and this Agreement;

(viii) pursue, support and use commercially reasonable efforts to
complete the Transactions in good faith, and use commercially reasonable efforts to do
all things that are reasonably necessary and appropriate in furtherance of, and to
consummate and make effective, the Transactions, including, without limitation, using

commercially reasonable efforts to satisfy the conditions precedent set forth in this
Agreement;

(ix) upon the request of the Majority Initial Supporting Noteholders, in
consultation with the Initial Supporting Unsecured Noteholders, seek the appointment
of a Chief Restructuring Officer acceptable, including terms of engagement, to the
Majority Initial Supporting Noteholders and the Debtors, in consultation with the Initial
Supporting Unsecured Noteholders; and

(x) not take any action that is materially inconsistent with, or is
intended or is likely to interfere with consummation of, the restructuring or sale
process, as applicable, and the Transactions embodied in the Term Sheet and this
Agreement.

(b)  Regardless of whether the Transactions are consummated, the Debtors
shall promptly pay any and all documented and reasonable accrued and unpaid out-of-pocket
expenses incurred by the Initial Supporting Noteholders in connection with the negotiation,
documentation, and consummation of this Agreement, the Term Sheet, the Solicitation Materials,
and all other documents related to the Plan and the Transactions. In addition, the Debtors shall
pay all reasonable and documented fees and expenses of (i) Akin Gump, FMC, Moelis &
Company, Goodmans, Houlihan Lokey Capital, Inc. and Kramer Levin Naftalis & Frankel LLP,
in each case in accordance with applicable engagement letters in existence on the date hercof,
including, with respect to Houlihan Lokey Capital, Inc., the Deferred Fee set out in section
2(ii))(A) of the engagement letter with Houlihan Lokey Capital, Inc., and (ii) local counsel

retained by each of the Steering Group and the Initial Supporting Unsecured Noteholders, in-

each case in accordance with applicable engagement letters entered into with CPC (provided that
the Consenting Noteholders hereby acknowledge and agree that the Debtors shall not be liable
for the fees and expenses of more than one local counsel in any single jurisdiction for each of (x)
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the steering group of holders of 2016 Notes (the “Steering Group”) and (y) the Initial Supporting
Unsecured Noteholders, collectively.

(c) The Debtors shall not institute or agree to any material increase in their
pension obligations.

33 Transfer of Interests and Securities. Except as expressly provided herein, this
Agreement shall not in any way restrict the right or ability of any Consenting Noteholder (a
“Transferor”) to sell, use, assign, transfer or otherwise dispose of (“Transfer”) any of its 2016
Notes or 2014 Notes; provided, however, that for the period commencing as of the Agreement
Effective Date or, in the case of a Joinder Agreement, the date of the Joinder Agreement until
termination of this Agreement pursuant to the terms hereof, no Consenting Noteholder shall
Transfer any 2016 Notes or 2014 Notes, and any purported Transfer of 2016 Notes or 2014 Notes
shall be void and without effect, unless the transferee (a “Transferee”) is (a) a Consenting
Noteholder or (b) prior to the Transfer, such Transferee delivers to the Debtors, Akin Gump and
Goodmans, at or prior to the time of the proposed Transfer, an executed copy of the Joinder
Agreement in the form attached hereto as Exhibit C pursuant to which such Transferee shall
become a Party to, and bound by the terms and conditions of, this Agreement as a Consenting
Noteholder in accordance with Section 1.2 of this Agreement in respect of the 2016 Notes and
2014 Notes being transferred. This Agreement shall in no way be construed to preclude the
Consenting Noteholders from acquiring additional 2016 Notes or 2014 Notes;, provided,
however, that (a) any Consenting Noteholder that acquires additional 2016 Notes or 2014 Notes
after executing this Agreement shall notify the Debtors, Akin Gump and Goodmans of such
acquisition within two business days after the closing of such trade and shall disclose to the
Debtors in writing the principal amount of any such 2016 Notes and 2014 Notes so acquired, and
(b) additional 2016 Notes and 2014 Notes shall automatically and immediately upon acquisition
by a Consenting Noteholder be deemed subject to all of the terms of this Agreement whether or
not notice is given to the Debtors, Akin Gump or Goodmans of such acquisition.

34  Representations of Consenting Noteholders. Each of the Consenting Noteholders
severally and not jointly represents and warrants that as of the date such Consenting Noteholder
executes and delivers this Agreement:

(a) as of the Agreement Effective Date (or in the case of a Joinder Agreement,
as of the date of such Joinder Agreement), (i) it is the sole beneficial owner of the outstanding
principal amount of the 2016 Notes and 2014 Notes, or is the nominee, investment manager, or
advisor for beneficial holders of the 2016 Notes and 2014 Notes and has the power and authority
to bind the beneficial holders of such 2016 Notes and 2014 Notes to the terms of this Agreement,
as reflected in such Consenting Noteholder’s signature block to this Agreement or the Joinder
Agreement, as the case may be, which amount the Debtors and each Consenting Noteholder
understands and acknowledges is proprietary and confidential to such Consenting Noteholder,
and (ii) the principal amount of 2016 Notes and 2014 Notes reflected in such Consenting
Noteholder’s signature block to this Agreement or the Joinder Agreement, as the case may be,
constitutes all of the 2016 Notes and 2014 Notes that are legally or beneficially owned by such
Consenting Noteholder or over which such Consenting Noteholder has the power to vote or
dispose;
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(b) other than pursuant to this Agreement and applicable law, such 2016
Notes and 2014 Notes are free and clear of any pledge, lien, security interest, charge, claim,
equity, option, proxy, voting restriction, right of first refusal or other limitation on disposition, or
encumbrances of any kind, that would adversely affect in any way such Consenting Noteholder’s
performance of its obligations contained in this Agreement at the time such obligations are
required to be performed;

(c) it is either (A) a qualified institutional buyer as defined in Rule 144A
under the Securities Act of 1933, as amended (the “Securities Act”), or (B) an institutional
accredited investor (as defined in Rule 501(a)(1), (2), (3), or (7) under the Securities Act), and, if
such Consenting Noteholder is resident in Canada, it is an “accredited investor” as defined in
National Instrument 45-106 of the Canadian Securities Authorities;

(d)  any securities acquired in the Transactions will have been acquired for
investment and not with a view to distribution or resale; and

(e) it is not aware of any fact, obligation or event, including any fiduciary or

similar duty to any other person, that would prevent it from taking any action required of it under
this Agreement.

3.5  Representations of the Debtors. Each of the Debtors severally and not jointly
represents and warrants as of the date such Debtor executes and delivers this Agreement and as
of the date of implementation of the Plan to the matters set out in Exhibit D hereto.

Section 4. Court Materials. The Debtors shall provide draft copies of all applications,
pleadings and materials the Debtors intend to file with the United States Bankruptcy Court for
the District of Delaware (the “US Court”) and/or the Canadian Court to Akin Gump, FMC and
. Goodmans at least three days (or, in the case of a bona fide emergency not created by the
Debtors, as soon as reasonably practicable but in any event not less than 24 hours) prior to the
date when the Debtors intend to file such document, unless waived by each of Akin Gump/FMC
and Goodmans, and shall consult in good faith with such counsel regarding the form and
substance of any such proposed filing with the US Court and/or the Canadian Court; provided,
however, that, except as otherwise provided herein, any such proposed filings shall be in form
and substance reasonably acceptable to Akin Gump/FMC and Goodmans. In addition, except as
otherwise provided herein, all dates for the hearing of motions or applications before the
Canadian Court or the US Court must be reasonably acceptable to Akin Gump, FMC and
Goodmans.

Section 5.  Mutual Representations, Warranties, and Covenants. Each of the Parties,
severally and not jointly, represents, warrants, and covenants to each other Party, as of the date of
this Agreement, as follows (each of which is a continuing representation, warranty, and
covenant):

5.1  Enforceability. It is validly existing and in good standing under the laws of the
jurisdiction of its organization, and this Agreement has been duly executed and delivered by such
Party and is a legal, valid, and binding obligation of such Party, enforceable against it in
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accordance with its terms, except as enforcement may be limited by applicable laws relating to or
limiting creditor’s rights generally or by equitable principles relating to enforceability.

5.2  No Consent or Approval. Except as expressly provided in this Agreement, the
Bankruptcy Code, the CCAA, the Investment Canada Act, the Competition Act (Canada), the
rules of the Toronto Stock Exchange, or the Hart-Scott-Rodino Antitrust Improvements Act of
1976, each as applicable, no consent or approval is required by any other person or entity in
order for it to carry out the Transactions contemplated by, and perform their respective
obligations under, this Agreement.

53  Power and Authority. It has all requisite power and authority to enter into this
Agreement and to carry out the Transactions contemplated by, and perform its respective
obligations under, this Agreement, provided that, with respect to the Debtors, all requisite
approvals of the Canadian Court and the US Court have been obtained.

5.4  Authorization. The execution and delivery of this Agreement and the
performance of its obligations hereunder have been duly authorized by all necessary action on its
part. !

Section 6. Termination Events.

- 6.1 Consenting Noteholder Termination Events. This Agreement shall automatically
terminate and, except as otherwise provided herein, all obligations of the Parties shall
immediately terminate and be of no further force and effect upon the occurrence and
continuation of any of the following events:

(a) in connection with a CCAA proceeding with respect to the Plan:
(i) failure of the Debtors to file the Plan by March 15, 2012;

(i) failure of the Debtors to set the Record Date as a date on or before
March 16, 2012;

(iii) failure of the Debtors to obtain the Meetings Order and the Claims
Process Order by March 20, 2012;

(iv) failure of the Debtors to hold the Voting Meetings by April 23,
2012;

(v) failure of the Debtors to obtain the Sanction Order by April 25,
2012 (the “Sanction Order Date”); and

(vi) failure of the Plan to become effective within 21 days of the
Sanction Order Date (the “Qutside Date”);

(b)  in connection with a CCAA proceeding with respect to the SISP:

10

013



() failure of the Debtors to file the SISP Application for approval of
the SISP on or before March 15, 2012;

(i) failure of the Debtors to obtain the SISP Approval Order by March
20, 2012

(i) failure of the Debtors to implement the SISP in accordance with its
terms within two business days of a Plan Vote Failure or, as may be necessary, the
Monitor to implement the SISP within one business day of the Debtors’ failure to
implement the SISP; and

(iv) failure to meet the deadlines set forth in the SISP.

(c)  in connection with the US Cases, entry of any order which stays, reverses
or otherwise modifies the Order Granting Final Relief for Recognition of a Foreign Main
Proceeding Pursuant to 11 U.S.C. §§ 105(a), 1517, 1519, 1520, and 1521 (the “Recognition
Order”) or any other order made by the US Bankruptcy Court that, in each case, adversely affects
the Consenting Noteholders® rights, remedies, interests, charges, priorities, benefits or
protections under the Recognition Order or any other Order made in the US Cases;

(d)  upon failure of the Pulp, Paper and Woodworkers Union of Canada and
the Communications, Energy and Paperworkers Union of Canada (the “Unions”) to ratify new
labor agreements in respect of the Debtors’ various mills in British Columbia, Canada by the
Outside Date; provided, however, that if the termination right contemplated by this Section
6.1(c) is exercisable but the Majority Initial Supporting Noteholders elect not to exercise such
right and the SISP is implemented, any purchase or similar agreement proposed in connection
with a credit bid on behalf of the holders of 2016 Notes may include ratification of new labor
agreements by the Unions as a condition to closing;

(e)  the breach in any material respect by the Debtors of any of the obligations,
representations, warranties, or covenants of the Debtors set forth in this Agreement; provided,
however, that the Majority Initial Supporting Noteholders shall transmit a notice to the Debtors,
Akin Gump and Goodmans, as applicable, detailing any such breach, and the Debtors shall have
five business days after receiving such notice to cure any breach;

® the issuance by any governmental authority, including any regulatory
authority or court of competent jurisdiction, of any ruling or order enjoining the consummation
of a material portion of the Transactions; provided, however, that the Debtors shall have five
business days after receiving such notice to cure any breach;

(g)  ifthe CCAA proceedings of the Debtors are dismissed, terminated, stayed,
modified, or converted to a proceeding under the Bankruptcy and Insolvency Act (Canada) or
Winding-Up and Restructuring Act (Canada), in each case unless such conversion, dismissal,
termination, stay, or modification, as applicable, is made with the prior written consent of the
Majority Initial Supporting Noteholders;

(h)  the appointment of a trustee, receiver, or examiner with expanded powers
in one or more of the US Cases or a receiver, interim receiver, receiver and manager, trustee in
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bankruptcy, liquidator, or administrator is appointed in the CCAA proceedings or any other
proceedings against the Debtors unless such appointment is made with the prior written consent
of the Majority Initial Supporting Noteholders;

(1) the amendment, modification, or filing of a pleading by the Debtors
seeking to amend, modify or withdraw the Plan, Solicitation Materials, the SISP, or any
documents related to the foregoing, including motions, notices, exhibits, appendices, and orders,
in a manner not reasonably acceptable to the Majority Initial Supporting Noteholders and the
Initial Supporting Unsecured Noteholders;

()] the Debtors file any motion or pleading with the US Court or the Canadian
Court that is not consistent in any material respect with this Agreement or the Term Sheet and
such motion or pleading has not been withdrawn prior to the earlier of (i) three business days of
the Debtors receiving written notice in accordance with Section 8.10(a) hereof from the Majority
Initial Supporting Noteholders that such motion or pleading is inconsistent with this Agreement
or the Term Sheet and (ii) entry of an order of the US Court or the Canadian Court, as applicable,
approving such motion; or

(k)  the entry of any order by the US Court or the Canadian Court that is
inconsistent in any material respect with this Agreement or the Term Sheet.

Notwithstanding any provision in this Agreement to the contrary, upon the written
consent of the Majority Initial Supporting Noteholders, in consultation with the Initial
Supporting Unsecured Noteholders, (i) the dates set forth in this Section 6.1 may be extended
and such later dates agreed to in lieu thereof shall be of the same force and effect as the dates
provided herein; provided, however, that the Outside Date may not be extended in excess of 60
days, without the written consent of each Party, and (ii) any of the other termination events
identified in this Section 6.1 may be waived.

6.2  Debtors Termination Events. The Debtors may terminate this Agreement as to all
Parties upon the occurrence of any of the following events (each, a “Debfors Termination
Event’):

(a)  the breach in any material respect by any of the Consenting Noteholders of
any of the material representations, warranties, or covenants of such Consenting Noteholders set
forth in this Agreement; provided, however, that the Debtors shall transmit a notice to the
Consenting Noteholders detailing any such breach, and the Consenting Noteholders shall have
five business days after receiving such notice to cure any breach;

(b)  the issuance by any governmental authority, including any regulatory
authority or court of competent jurisdiction, of any ruling or order enjoining the consummation
of a material portion of the Transactions; or

(c)  in order to allow the Debtors to enter into an agreement with respect to a
“transaction other than the Transactions (an “Other Transaction”), provided that such termination
right may not be exercised unless:
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(i) CPC’s board of directors has determined in good faith and based
on the advice of outside legal counsel that continued performance under this Agreement
would be inconsistent with the exercise of applicable fiduciary duties imposed on
CPC’s board of directors by law; and

(i) the Other Transaction provides for the repayment in full in cash of
the principal amount of the 2016 Notes, all accrued and unpaid interest thereon and all
other obligations owing with respect to the 2016 Notes.

6.3  Mutual Termination. This Agreement and the obligations of all Parties hereunder
may be terminated by mutual agreement among (a) the Debtors and (b) the Majority Initial
Supporting Noteholders, in consultation with the Initial Supporting Unsecured Noteholders.

6.4  Effect of Termination. Upon termination of this Agreement under Section 6.1,

6.2, or 6.3 hereof, except as otherwise provided herein, this Agreement shall be of no further
force and effect, except for Section 3.2(b) and the provisions in Section 8 other than Section 8.1,
8.11, and 8.13, each of which shall survive termination of this Agreement, and each Party shall
be released from its commitments, undertakings, and agreements under or related to this
Agreement and shall have the rights and remedies that it would have had it not entered into this
Agreement, and shall be entitled to take all actions, whether with respect to the Transactions or
otherwise, that it would have been entitled to take had it not entered into this Agreement. Upon
the occurrence of any termination of this Agreement, any and all consents tendered by the
Consenting Noteholders prior to such termination shall be deemed, for all purposes, to be null

-and void from the first instance and shall not be considered or otherwise used in any manner by
the Parties in connection with the Transactions and this Agreement or otherwise.

6.5 Termination Upon Effective Date of Plan. This Agreement shall terminate
automatically without any further required action or notice on the date that the Plan becomes
effective (immediately following the effectiveness of the Plan).

Section 7. Amendments.

This Agreement, including the Term Sheet, may not be modified, amended, or supplemented
(except as expressly provided herein or therein) except in writing signed by the Debtors and the
Majority Initial Supporting Noteholders. Notwithstanding the foregoing and so long as the
Transactions are consummated pursuant to the Plan, without the consent of the Initial Supporting
Unsecured Noteholders, the following cannot be modified, amended or supplemented: (i) the
percentage equity ownership or Warrants described in the Term Sheet to be allocated to the
holders of 2014 Notes in the CCAA proceeding; (ii) the composition and/or selection of
members of the initial board of directors of reorganized CPC as described in the Term Sheet; (iii)
Section 3.2(b) of this Agreement; (iv) the Debtors’ release of any and all claims or causes or
action, known or unknown, relating to any pre-Commencement Date acts or omissions
committed by the Initial Supporting Unsecured Noteholders and their legal and financial
advisors, as described in the Term Sheet, and (v) any provisions in this Agreement or the Term
Sheet requiring the consent of, or consultation with, the Initial Supporting Unsecured
Noteholders.
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Notwithstanding anything to the contrary herein, if this Agreement is amended, modified or
supplemented or any matter herein is approved, consented to or waived: (i) in a manner that
materially adversely affects the percentage equity ownership described in the Term Sheet to be
provided to holders of 2016 Notes in the CCAA proceeding; or (ii) in a manner that materially
adversely affects the percentage equity ownership or Warrants described in the Term Sheet to be
allocated to the holders of 2014 Notes in the CCAA proceeding, then any Consenting Noteholder
that objects to any such amendment, modification, supplement, approval, consent or waiver may
terminate its obligations under this Agreement upon five business days’ written notice to the
other Parties hereto and shall thereupon no longer be a Consenting Noteholder.

Section 8. Miscellaneous.

8.1  Further Assurances. Subject to the other terms of this Agreement, the Parties

agree to execute and deliver such other instruments and perform such acts, in addition to the

matters herein specified, as may be reasonably appropriate or necessary, from time to time, to
effectuate the Transactions, as applicable.

8.2  Complete Agreement. Except as expressly provided herein, this Agreement and
all Exhibits hereto is the entire agreement between the Parties with respect to the subject matter
hereof and supersedes all prior agreements, oral or written, between the Parties with respect
thereto. No claim of waiver, modification, consent, or acquiescence with respect to any provision
of this Agreement shall be made against any Party, except on the basis of a written instrument
executed by or on behalf of such Party.

83  Parties. This Agreement shall be binding upon, and inure to the benefit of, the
Parties. No rights or obligations of any Party under this Agreement may be assigned or
transferred to any other person or entity except as provided in Section 3.3 hereof. Nothing in this

Agreement, express or implied, shall give to any person or entity, other than the Parties, any.

benefit or any legal or equitable right, remedy, or claim under this Agreement.

8.4  Headings. The headings of all sections of this Agreement are inserted solely for
the convenience of reference and are not a part of and are not intended to govern, limit, or aid in
the construction or interpretation of any term or provision hereof.

8.5  GOVERNING LAW: SUBMISSION TO JURISDICTION:; SELECTION OF
FORUM: WAIVER OF TRIAL BY JURY.' THIS AGREEMENT IS TO BE GOVERNED BY
AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK
APPLICABLE TO CONTRACTS MADE AND TO BE PERFORMED IN SUCH STATE,
WITHOUT GIVING EFFECT TO THE CONFLICT OF LAWS PRINCIPLES THEREOF. Each
Party agrees that it shall bring any action or proceeding in respect of any claim arising out of or
related to this Agreement in the US Court. Each Party irrevocably waives any and all right to trial
by jury in any legal proceeding arising out of or relating to this Agreement or the transactions
contemplated hereby.
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8.6 Execution of Agreement.

(a)  This Agreement may be executed and delivered (by facsimile, electronic
mail, or otherwise) in any number of counterparts, each of which, when executed and delivered,
shall be deemed an original, and all of which together shall constitute the same agreement.

(b)  Any Person signing this Agreement in a representative capacity (i)
represents and warrants that it is authorized to sign this Agreement on behalf of the Party it
represents and that its signature upon this Agreement will bind the represented Party to the terms
hereof; (ii) acknowledges that the other Parties hereto have relied upon such representation and
warranty, (iii) is making the representations and warranties in Sections 3.4(b), 5.1, 5.2, 5.3 and
5.4 hereof to the best of its knowledge after due inquiry, and (iv) is providing the covenants in
Sections 3.1(a)(iii), 3.1(a)(iv), 3.1(a)(v), 3.1(b) and 3.3 hereof to the extent and only to the extent
that (x) it remains the investment manager for the Party it represents or (y) the Party it represents
has not loaned its securities to another person or instructed the investment manager to liquidate
its funds and accounts, provided that the Consenting Noteholder will not precipitate such action
and if (x) or (y) shall occur, the Consenting Noteholder shall promptly notify CPC.

87  Interpretation. This Agreement is the product of negotiations between the Debtors
and the Consenting Noteholders, and in the enforcement or interpretation hereof, is to be
interpreted in a neutral manner, and any presumption with regard to interpretation for or against
any Party by reason of that Party having drafted or caused to be drafted this Agreement, or any
portion hereof, shall not be effective in regard to the interpretation hereof.

8.8 Successors and Assigns. This Agreement is intended to bind and inure to the
benefit of the Parties and their respective successors, assigns, heirs, executors, administrators,
and representatives, other than a trustee or similar representative appointed in a bankruptcy case.

89 Relationship Among Parties.

(8 It is understood and agreed that no Consenting Noteholder has any
fiduciary duty or other duty of trust or confidence in any form with any other Consenting
Noteholder, and, except as provided in this Agreement, there are no commitments among or
between them. In this regard, it is understood and agreed that any Consenting Noteholder may
trade in the Notes or other debt or equity securities of the Debtors without the consent of the
Debtors or any other Consenting Noteholder, subject to applicable securities laws and the terms
of this Agreement; provided, however, that no Consenting Noteholder shall have any
responsibility for any such trading by any other entity by virtue of this Agreement. No prior
history, pattern, or practice of sharing confidences among or between the Consenting
Noteholders shall in any way affect or negate this understanding and agreement.

(b)  Except as otherwise provided herein, this Agreement applies only to each
Consenting Noteholder’s Claims and to each Consenting Noteholder solely with respect to its
legal and/or beneficial ownership of, or its investment and voting discretion over its Claims (and
not, for greater certainty, to any other types or classes of securities, loans or obligations that may
be held, acquired or sold by such Consenting Noteholder or any client of such Consenting
Noteholder whose finds or accounts are managed by such Consenting Noteholder or managed

15

018



by a different investment advisor) and, without limiting the generality of the foregoing, shall not

apply to:

(i) any securities, loans or other obligations (including Notes) that
may be held, acquired or sold by, or any activities, services or businesses conducted or
provided by, any group or business unit within or affiliate of a Consenting Noteholder
(A) that has not been involved in and is not acting at the direction of or with knowledge
of the Debtors’ affairs provided by any person involved in the Transactions discussions
or (B) is on the other side of an information firewall with respect to the officers,
partners and employees of such Consenting Noteholder who have been working on the
Transactions and is not acting at the direction of or with knowledge of the Debtors’
affairs provided by any officers, partners and employees of such Consenting
Noteholder who have been working on the Transactions; and

(i) any securities, loans or other obligations that may be beneficially
owned by clients of a Consenting Noteholder, including accounts or funds managed by
the Consenting Noteholder, that are not Notes, or Claims.

() Subject to Section 8.9(b), nothing in this Agreement is intended to

preclude any of the Consenting Noteholders from engaging in any securities transactions, subject
to the agreements set forth in Section 3.3 hereof with respect to Consenting Noteholders’ Notes
and Claims.

810 Notices. All notices hereunder shall be deemed given if in writing and delivered,

if sent by telecopy, electronic mail, courier, or registered or certified mail (return receipt
requested) to the following addresses and telecopier numbers (or at such other addresses or
telecopier numbers as shall be specified by like notice):
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(a)  Iftothe Debtors, to:

Catalyst Paper Corporation

2™ Floor, 3600 Lysander Lane

Richmond, BC V7B IC3

Attention: David Adderley, General Counsel
E-mail address: david.adderley@catalystpaper.com

with copies (which shall not constitute notice) to:

Skadden, Arps, Slate, Meagher & Flom LLP

222 Bay Street, Suite 1750

P.O. Box 258

Toronto, Ontario

Canada M5K 1J5

Attention: Christopher W. Morgan, Esq.

E-mail address: Christopher. morgan@skadden.com

and
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Skadden, Arps, Slate, Meagher & Flom LLP
300 South Grand Avenue

Suite 3400

Los Angeles, CA 90071

Attention: Van C. Durrer II, Esq.

E-mail address: van.durrer@skadden.com

(b) if to a Consenting Noteholder or a transferee thereof, to the addresses or
telecopier numbers set forth below following the Consenting Noteholder’s signature (or as
directed by any transferee thereof), as the case may be

with copies (which shall not constitute notice) to:

Akin Gump Strauss Hauer & Feld LLP

One Bryant Park

New York, NY 10036

Attention: Michael S. Stamer, Esq. and Stephen B. Kuhn, Esq.

E-mail addresses: mstamer@akingump.com and skuhn@akingump.com

and

Fraser Milner Casgrain LLP

Royal Trust Tower

77 King Street West

Toronto, ON M5K 0A1 .
Attention: Ryan C. Jacobs, Esq. and R. Shayne Kukulowicz, Esq.

E-mail address: ryan jacobs@fmc-law.com and shayne kukulowicz@fmec-
law.com :

and

Goodmans LLP

Bay Adelaide Centre

333 Bay Street, Suite 3400

Toronto, ON M5H 287

Attention: Robert Chadwick and Melaney Wagner

E-mail address: rchadwick@goodmans.ca and mwagner@goodmans.ca

Any notice given by delivery, mail, or courier shall be effective when received. Any notice given
by telecopier shall be effective upon oral or machine confirmation of transmission.

8.11  Access. The Debtors will afford the Consenting Noteholders and their respective
attorneys, consultants, accountants, and other authorized representatives reasonable access, upon
reasonable notice during normal business hours, to all properties, books, contracts, commitments,
records, management personnel, lenders, and advisors of the Debtors; provided, however, that
the Debtors’ obligation hereunder shall be conditioned upon such Consenting Noteholder being
party to an executed confidentiality agreement approved by and with the Debtors. The Debtors
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acknowledge and agree that certain Consenting Noteholders have complied with the
requirements of this Section 8.11 by virtue of their existing confidentiality arrangements with the
Debtors.

8.12 Waiver. Except as expressly provided in this Agreement, nothing herein is
intended to, or does, in any manner waive, limit, impair, or restrict any right of any Consenting
Noteholder or the ability of each of the Consenting Noteholders to protect and preserve its rights,
remedies, and interests, including, without limitation, its claims against the Debtors. If the
Transactions are not consummated, or if this Agreement is terminated for any reason (other than
Section 6.5 hereof), the Parties fully reserve any and all of their rights. Pursuant to Federal Rule
of Evidence 408 and any other applicable rules of evidence, this Agreement and all negotiations
relating hereto shall not be admissible into evidence in any proceeding other than a proceeding to
enforce its terms.

813 Specific Performance. It is understood and agreed by the Parties that money
damages would be an insufficient remedy for any breach of this Agreement by any Party and
each non-breaching Party shall be entitled to specific performance and injunctive or other
equitable relief as a remedy of any such breach, including, without limitation, an order of the US
Court, Canadian Court, or other court of competent jurisdiction requiring any Party to comply
promptly with any of its obligations hereunder.

8.14 Several, Not Joint, Obligations. The agreements, représentations, and obligations
of the Parties under this Agreement are, in all respects, several and not joint.

8.15 Remedies Cumulative. All rights, powers, and remedies provided under this
Agreement or otherwise available in respect hereof at law or in equity shall be cumulative and
not alternative, and the exercise of any right, power, or remedy thereof by any Party shall not
preclude the simultaneous or later exercise of any other such right, power, or remedy by such
Party.

816 No Third-Party Beneficiaries. Unless expressly stated herein, this Agreement
shall be solely for the benefit of the Parties, and no other person or entity shall be a third-party
beneficiary hereof.

817 Time. Time is of the essence in the performance of the Parties’ respective .
obligations. Any date, time or period referred to in this Agreement shall be of the essence,
except to the extent to which the Parties agree in writing to vary any date, time or period, in
which event the varied date, time or period shall be of the essence.

Section 9.  Disclosure. The Debtors shall publicly disclose (a) the existence of this

Agreement and the material terms of the Term Sheet within two business days following the date
of this Agreement and (b) any material amendment to this Agreement and the Term Sheet in a
press release or filing with the Canadian Court following the effective date of such amendment,
cach in form and substance acceptable to the Majority Initial Supporting Noteholders, in
consultation with the Initial Supporting Unsecured Noteholders; provided, however, that if the
Debtors reasonably believe that specific disclosures are required to be included in such public
disclosure by law, the Majority Initial Supporting Noteholders, in consultation with the Initial
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Supporting Unsecured Noteholders, shall not unreasonably object to the inclusion of such
disclosures. The Debtors will submit to Akin Gump, FMC and Goodmans all press releases and
public filings relating to this Agreement, the Term Sheet, or the transactions contemplated hereby
and thereby and any amendments thereof and all such press releases and public filings shall be in
form and substance reasonably acceptable to such counsel. To the extent that the Debtors fail to
make such initial disclosure within two business days following the date of this Agreement or the
effective date of any amendment hereto, each of the Consenting Noteholders shall each have the
right, but not the obligation, to disclose such terms publicly. The Debtors shall not (i) use the
name of any Consenting Noteholder in any press release without such Consenting Noteholder’s
prior written consent or (ii) except as may be required pursuant to a court order, disclose to any
person other than legal and financial advisors to the Debtors the principal amount or percentage
of any Notes or any other securities of the Debtors or any of their respective subsidiaries held by
any Consenting Noteholder; provided, however, that the Debtors shall be permitted to disclose at
any time the aggregate principal amount of and aggregate percentage of Notes held by
Consenting Noteholders or by persons who have otherwise agreed to participate in the
Transactions as a group. The Debtors acknowledge that enforcement of the disclosure rights
granted in this Section 9 by the Consenting Noteholders do not violate the automatic stay
provisions of the Bankruptcy Code or similar provision in connection with any proceeding
commenced in Canada.

IN WITNESS WHEREOTF, the Parties have executed this Agreement on the day
and year first above written.

[signature pages follow]
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CATALYST PAPER CORPORATION

By: “M. Dallas H, Ross”
Name: M. Dallas H. Ross
Title: Director

0606890 B.C. LTD.

By: “David L. Adderley”
Name: David L. Adderley
Title: Corporate Secretary and Legal Counsel

CATALYST PAPER GENERAL PARTNERSHIP
by its Managing Partner, CATALYST PAPER
CORPORATION

By: “David L. Adderley”
Name: David L. Adderley
Title:  Vice President and General Counsel

CATALYST PAPER ENERGY HOLDINGS INC.

By:____ “David L. Adderley”
Name: David L. Adderley
Title: Corporate Secretary and Legal Counsel

CATALYST PULP AND PAPER SALES INC.

By:___ “David L. Adderley”
Name: David L. Adderley
Title:  Corporate Secretary and Legal Counsel

Signature Page fto the Restructuring and Support Agreement



CATALYST PULP OPERATIONS LIMITED -

By:___“David L. Adderley”
Name: David L. Adderley
‘Title: Corporate Secretary and Legal Counsel

CATALYST PULP SALES INC.

By: “David L. Adderley”
Name: David L. Adderley
Title: Corporate Secretary and Legal Counsel

ELK FALLS PULP AND PAPER LIMITED

By:___ “David L. Adderley”
Name: David L. Adderley
Title: Corporate Secretary and Legal Counsel

PACIFICA POPLARS LTD.

By: “David L. Adderley”
Name: David L. Adderley
Title: Corporate Secretary and Legal Counsel

CATALYST PAPER HOLDINGS INC.

By: “David L. Adderley”
Name: David L. Adderley
Title: Corporate Secretary and Legal Counsel

Signature Page to the Restructuring and Support Agreement
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CATALYST PAPER RECYCLING INC.

By:___ “David L. Adderley”
Name: David L. Adderley
Title: Corporate Secretary and Legal Counsel

CATALYST PAPER (SNOWFLAKE) INC.

By: “David L. Adderley”
Name: David L. Adderley
Title: Corporate Secretary and Legal Counsel

CATALYST PAPER (USA) INC.

By._ “David L. Adderley”
Name: David L. Adderley
Title: Corporate Secretary and Legal Counsel

PACIFICA PAPERS SALES INC.

By:___ “David L. Adderley”
Name: David L. Adderley
Title: Corporate Secretary and Legal Counsel

PACIFICA PAPERS US INC.

By “David L. Adderley”
Name: David L. Adderley
Title: Corporate Secretary and Legal Counsel

Signature Page to the Restructuring and Support Agreement



PACIFICA POPLARS INC.

By:_ “David L. Adderley”
Name: David L. Adderley
Title: Corporate Secretary and Legal Counsel

THE APACHE RAILWAY COMPANY

By: “David L. Adderley”

Name: David L. Adderley
Title: Corporate Secretary and Legal Counsel

Signature Page to the Restructuring and Support Agreement
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[Initial Supporting Noteholder Signature Pages Redacted]
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EXHIBIT A

SALE AND INVESTOR SOLICITATION PROCEDURES

Catalyst Paper Corporation et al.
Procedures for the Sale and Investor Solicitation Process

On January 31, 2012, Catalyst Paper Corporation (“CPC”), together with certain of its
subsidiaries and affiliates as listed in Schedule “A” hereto ' (collectively, the
“Petitioners”), obtained an initial order (as amended and restated by order dated
February 3, 2012 and as it has been and may be further amended, restated or
supplemented from time to time, collectively, the “Initial Order”) under the Companies’
Creditors Arrangement Act, R.S.C. 1985, ¢. C-36 (as amended, the “CCAA”) from the
Supreme Court of British Columbia, Vancouver Registry (the “Canadian Court”). The
Initial Order also applies to Catalyst Paper General Partnership (which, together with the
Petitioners, make up the “Catalyst Entities”). On February 1, 2012, CPC, as the foreign
representative of the Catalyst Entities, commenced a recognition proceeding pursuant to
Chapter 15 of the Bankruptcy Code in the United States Bankruptcy Court for the District
of Delaware (the “U.S. Bankruptcy Court”, and together with the Canadian Court, the
“Courts”). On March 5, 2012, the U.S. Bankruptcy Court recognized the Canadian
proceeding as a foreign main proceeding pursuant to Chapter 15 of the Bankruptcy Code.

On March @, 2012, the Canadian Court entered an order (the “SISP Approval

Order”) approving an agreement of purchase and sale (the “Stalking Horse Purchase
Agreement”) between the Catalyst Entities and an entity established by the Required
Noteholders (the “Stalking Horse Bidder”), to submit a bid to acquire substantially all
of the assets of the Catalyst Entities on behalf of the Holders of the Senior Secured Notes
(the “Stalking Horse Bid”), a sale and investor solicitation process (the “SISP”) and the
SISP procedures set forth herein (these “SISP Procedures”).

The SISP Approval Order, the SISP and these SISP Procedures shall exclusively govern |

the process for soliciting and selecting bids for the sale of all, substantially all, or one or
more Parcels of the Catalyst Property and Catalyst Business or for the restructuring,
recapitalization or refinancing of the Catalyst Entities and the Catalyst Business.

All dollar amounts expressed herein, unless otherwise noted, are in United States
currency. Unless otherwise indicated herein any event that occurs on a day that is not a
Business Day shall be deemed to occur on the next Business Day.
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Defined Terms

All capitalized terms used but not otherwise defined herein shall have the meanings
given to them in the SISP Approval Order. In addition, in these SISP Procedures:

“Auction” has the meaning ascribed thereto in section (35);

“Auction Bidders” has the meaning ascribed thereto in section (35)(a);

“Backup Bid” has the meaning ascribed thereto in section (39);

“Backup Bid Expiration Date” has the meaning ascribed thereto in section (41);
“Backup Bidder” has the meaning ascribed thereto in section (39);

“Business Day” means any day other than (i) a Saturday or Sunday or (ii) a day which is
a statutory holiday in either Vancouver, British Columbia or New York City, New York;

“Canadian Approval Hearing” has the meaning ascribed thereto in section (43);

“Canadian Catalyst Assets” means the property, assets and undertaking of CPC,
Catalyst Pulp Operations Limited, Catalyst Pulp Sales Inc., Pacifica Poplars Ltd,
Catalyst Pulp and Paper Sales Inc., Elk Falls Pulp and Paper Limited, Catalyst Paper
Energy Holdings Inc. and 0606890 B.C. Ltd.; '

“Canadian Court” has the meaning ascribed thereto in the recitals above;

“Catalyst Business” means the business carried on by the Catalyst Entities and non-
debtor subsidiaries of CPC;

“Catalyst Entities” has the meaning ascribed thereto in the recitals above;

“Catalyst Property” means the property, assets and undertaking of the Catalyst Entities
or any part thereof;

“CCAA” has the meaning ascribed thereto in the recitals above;
“CCAA Plan” has the meaning ascribed thereto in section (4);
“Claims and Interests” has the meaning ascribed thereto in section (6);

“Collateral Trustee” means Computershare Trust Company of Canada, as collateral
trustee, under the Senior Secured Note Indentures and any successor trustee thereunder;

“Confidentiality Agreement” has the meaning ascribed thereto in section (9);

. “Courts” has the meaning ascribed thereto in the recitals above;
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“CPC” has the meaning ascribed thereto in the recitals above;
“Definitive Investment Agfeement” has the meaning ascribed thereto in section (27)(a);
“Deposit” has the meaning ascribed thereto in section (26)(k);

“DIP Claims Amount” means the aggregate amount due or accruing due (whether for
principal, interest (including default interest), indemnification payments, premiums,
charges, fees, costs (including the fees and expenses of legal counsel and other advisors)
or otherwise whether ascertained or contingent) to the DIP Lenders pursuant to the DIP
Credit Agreement;

“DIP Credit Agreement” means the debtor-in-possession credit and security agreement
among JPMorgan Chase Bank, N.A., the guarantors thereunder, and the DIP Lenders
dated as of January 31, 2011, as amended, restated or supplemented from time to time;

“DIP Lenders” means JPMorgan Chase Bank, N.A | in its capacity as administrative
agent, and in its capacity as lender, and such other lenders as may be party to the DIP
Credit Agreement from time to time;

“Financial Advisor” means Perella Weinberg Partners, solely in its capacity as financial
advisor to the Catalyst Entities;

“Holders” means the Holders (as that term is defined in the Senior Secured Note
Indentures) from time to time under the Senior Secured Notes;

“Initial Order” has the meaning ascribed thereto in the recitals above;

“Initial Supporting Noteholders” has the meaning ascribed thereto in the Restructuring
Support Agreement;

“Investment Proposal” has the meaning ascribed thereto in section (20)(a);
“Known Potential Bidders” has the meaning ascribed thereto in section (7);
“Leading Bid” has the meaning ascribed thereto in section (35)(i);

“Majority Initial Supporting Noteholders” has the meamng ascribed thereto in the
Restructuring Support Agreement;

“Minimum Incremental Overbid” has the meaning ascribed thereto in section (35)(1);

“Monitor” means PricewaterhouseCoopers Inc., in its capacity as Monitor of the Catalyst
Entities pursuant to the Initial Order; ‘

“Non-Binding Indication of Interest” has the meaning ascribed thereto in section (18);

“Notice Parties” has the meaning ascribed thereto in section (49);
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“Parcels” means any one or more of (i) the Catalyst Property associated with the
Crofton Mill, located in British Columbia; (ii) the Catalyst Property associated with the
Port Alberni Mill, located in British Columbia; (iii) the Catalyst Property associated with
the Powell River Mill, located in British Columbia; (iv) the Catalyst Property associated
with the Snowflake Mill, located in Snowflake, Arizona; or (v) the Catalyst Property
associated with the Elk Falls Pulp and Paper Mill, located near Campbell River, British
Columbia;

“Parcels Sale Proposal” means a Sale Proposal for one or more Parcels;
“Petitioners” has the meaning ascribed thereto in the recitals above;
“Phase 1 Bid Deadline” has the meaning ascribed thereto in section (19);
“Phase 2 Bid Deadline” has the meaning ascribed thereto in section (25);

“Plan Vote Failure” has the meaning ascribed thereto in the Restructuring Support
Agreement;

“Potential Bidder” has the meaning ascribed thereto in section (10);
“Potential Bidder Deadline” has the meaning ascribed thereto in section (10);
“Purchase Price” has the meaning ascribed thereto in section (26)(b);
“Qualified Bidder” has the meaning ascribed thereto in section (28);
“Qualified Bids” has the meaning ascribed thereto in section (28);

“Qualified Investment Bid” has the meaning ascribed thereto in section (27);

“Qualified Non-Binding Indication of Interest” has the meaning ascribed thereto in
section (20); :

“Qualified Phase 1 Bidder” has the meaning ascribed thereto in section (11);
“Qualified Phase 2 Bidder” has the meaning ascribed thereto in section (24);
“Qualified Purchase Bid” has the meaning ascribed thereto in section (26);

“Required Noteholders” means the Holders of a majority in aggregate principal amount
of the Senior Secured Notes outstanding at such time;

“Restructuring Support Agreement” means that certain Restructuring Support
Agreement, dated as of March ___, 2012, by and among the Catalyst Entities and certain
other signatories thereto;

“Sale Proposal” has the meaning ascribed thereto in section (20)(a);
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“Senior Secured Note Claims Amount” means the aggregate amount due or accruing
due (whether for principal, interest (including default interest), indemnification payments,
premiums, charges, fees, costs (including the fees and expenses of legal counsel and other
advisors) or otherwise whether ascertained or contingent) to the Collateral Trustee,
Trustee and the Holders under the Senior Secured Note Indentures as at the closing date
of the Successful Bid;

“Senior Secured Note Indentures” means the indentures governing the Senior Secured
Notes;

“Senior Secured Notes” means (i) the 11% Senior Secured Notes due December 15,
2016 issued by CPC pursuant to that certain Indenture, dated as of March 10, 2010, by
and among CPC, as issuer, certain of its affiliates, as guarantors, the Trustee and the
Collateral Trustee; and (ii) the Class B 11% Senior Secured Notes due December 15,
2016 issued by CPC pursuant to that certain Indenture, dated as of May 19, 2010, by and
among CPC, as issuer, certain of its affiliates, as guarantors, the Trustee and the
Collateral Trustee;

“Senior Secured Notes Excluded Assets” means those assets of the Catalyst Entities
forming part of the Catalyst Property which are not charged by the security granted to the
Collateral Trustee by the Catalyst Entities to secure the obligations and liabilities owing
in respect of the Senior Secured Note Indentures and Senior Secured Notes, namely, the
“Excluded Assets” as defined in the Senior Secured Note Indentures, as described in
Schedule “B” hereto;

“SISP” has the meaning ascribed thereto in the recitals above;

“SISP Approval Order” has the meaning ascribed thereto in the recitals above;

“SISP Procedures” has the meaning ascribed thereto in the recitals above;

“Solicitation Process” has the meaning ascribed thereto in section (2);

“Stalking Horse Bid” has the meaning ascribed thereto in the recitals above;

“Stalking Horse Bidder” has the meaning ascribed thereto in the recitals above;

“Stalking Horse Purchase Agreement” has the meaning ascribed thereto in the recitals
above;

“Starting Bid” has the meaning ascribed thereto in section (35)(b);

“Steering Committee” means a committee represented by Fraser Milner Casgrain LLP
and Akin Gump Strauss Hauer & Feld LLP comprised of certain of the Holders of the
Senior Secured Notes representing the Required Noteholders;

“Subsequent Bid” has the meaning ascribed thereto in section (35)(i);

“Successful Bid” has the meaning ascribed thereto in section (39);



“Successful Bidder” has the meaning ascribed thereto in section (39);

“Superior Alternative Offer” means one or more credible, reasonably certain and
financially viable Qualified Bids that do not, individually or in the aggregate, constltute a
Superior Cash Offer but are approved by the Required Noteholders;

“Superior Cash Offer” means one or more credible, reasonably certain and financially
viable Qualified Bids that, individually or in the aggregate, would result in a cash
distribution to the Holders of an amount exceeding the Stalking Horse Bid amount,
including any Subsequent Bid by the Stalking Horse Bidder, on closing of the transaction
contemplated by the Qualified Bid, which Qualified Bid also shall provide consideration
sufficient to pay in full in cash on closing, or through the assumption of liabilities, (a) any
claims ranking senior in priority to the Senior Secured Notes that are or would be payable
in the CCAA proceedings or Chapter 15 proceedings with respect to the Catalyst Entities
or Catalyst Property subject to the Qualified Bid, including the DIP Claims Amount, any
other claims secured by the court ordered charges granted in the Initial Order or any other
order of the Canadian Court in the CCAA proceedings and any claims in respect of assets

of the Catalyst Entities to be acquired under the Qualified Bid that are Senior Secured -

Notes Excluded Assets; and (b) any amounts payable which are determined to have been
incurred by the Catalyst Entities entirely (x) after the date of the Initial Order and before
the closing of a transaction hereunder; and (y) in compliance with the Initial Order and
other Orders made by the Canadian Court in the CCAA proceedings with respect to the
Catalyst Entities;

“Superior Offer” means either a Superior Cash Offer or a Superior Alternative Offer;
“Teaser Letter” has the meaning ascribed thereto in section (7);

“Trustee” means Wilmington Trust FSB, as trustee, under the Senior Secured Note
Indentures and any successor trustee thereunder;

“U.S. Approval Hearing” has the meaning ascribed thereto in section (44);
“U.S. Bankruptcy Court” has the meaning ascribed thereto in the recitals above; and

“U.S. Catalyst Assets” means the property, assets and undertaking of Catalyst Paper
Recycling Inc., Catalyst Paper (Snowflake) Inc., Catalyst Paper Holdings Inc., Pacifica
Papers U.S. Inc., Pacifica Poplars Inc., Pacifica Papers Sales Inc., Catalyst Paper (USA)
Inc. and The Apache Railway Company.

“Stalking Horse”

(1)  Pursuant to the SISP Approval Order, the Stalking Horse Bidder has been
designated as such by the Catalyst Entities.



Solicitation Process

2) These SISP Procedures describe, among other things, the Catalyst Property
available for sale, the opportunity for an investment in the Catalyst Entities, the manner
in which prospective bidders may gain access to or continue to have access to due
diligence materials concerning the Catalyst Entities, the Catalyst Property, and the
Catalyst Business, the manner in which bidders and bids become Qualified Bidders and
Qualified Bids, respectively, the receipt and negotiation of bids received, the ultimate
selection of one or more Successful Bids, and the approval thereof by the Courts
(collectively, the “Solicitation Process”).

3) The Catalyst Entities, in consultation with the Financial Advisor and under the
supervision of the Monitor, shall conduct these SISP Procedures and the Solicitation
Process as outlined herein. Certain stages of the SISP Procedures may be conducted by
the Catalyst Entities simultaneous to the preparation, solicitation or confirmation of a
CCAA Plan by the Catalyst Entities. In addition, the closing of any sale may involve
additional intermediate steps or transactions to facilitate consummation of such sale,
including additional Court filings. In the event that there is a disagreement or
clarification required as to the interpretation or application of the SISP or the
responsibilities of the Monitor, the Financial Advisor or the Catalyst Entities hereunder,
the Canadian Court will have the jurisdiction to hear such matter and provide advice and
directions, upon application of the Monitor or the Catalyst Entities with a hearing on no
less than 3 business days notice.

Sale and Investment Opportunity

@) An investment in the Catalyst Entities may, at the option of a Successful Bidder,
include one or more of the following: a restructuring, recapitalization or other form of
reorganization of the business and affairs of some or all of the Catalyst Entities as a going
concern, together with a plan of compromise or arrangement pursuant to the CCAA (a
“CCAA Plan”), which compromises the Claims and Interests set out therein; or a sale of
all, substantially all, or one or more Parcels of the Catalyst Property, including to a newly
formed acquisition entity.

“As Is, Where Is”

(5)  The sale of the Catalyst Property or Catalyst Business or investment in the
Catalyst Entities will be on an “as is, where is” basis and without surviving
representations, warranties, covenants or indemnities of any kind, nature, or description
by the Monitor, the Catalyst Entities or any of their agents, estates, advisors,
professionals or otherwise, except to the extent set forth in the relevant sale or investment
agreement with the Successful Bidder.

(VA



Free Of Any And All Claims And Interests

(6) In the event of a sale, all of the rights, title and interests of the Catalyst Entities in
and to the Catalyst Property to be acquired will be sold free and clear of all pledges, liens,
security interests, encumbrances, claims, charges, options, and interests thereon and there
against (collectively, the “Claims and Interests”) pursuant to approval and vesting
orders made by the Canadian Court and the U.S. Bankruptcy Court, and/or free and clear
of all Claims and Interests pursuant to section 363 of the U.S. Bankruptcy Code, as
applicable. Contemporaneously with such approval and vesting orders being made, all
such Claims and Interests shall attach to the net proceeds of the sale of such property
(without prejudice to any claims or causes of action regarding the priority, validity or
enforceability thereof), except to the extent otherwise set forth in the relevant sale
agreement with a Successful Bidder.

Solicitation of Interest

(7)  As soon as reasonably practicable after the granting of the SISP Approval Order,
the Catalyst Entities, in conjunction with its advisors, including the Financial Advisor and
the Monitor, will prepare a list of potential bidders (the “Known Potential Bidders”) for
the Catalyst Business and Catalyst Property or an investment in the Catalyst Entities.
Such list will include both strategic and financial parties who, in the Financial Advisor’s
reasonable business judgment, may be interested in acquiring the Catalyst Business and
Catalyst Property or in making an investment in the Catalyst Entities. Concurrently, the
Catalyst Entities and the Financial Advisor will prepare an initial offering summary (the
“Teaser Letter”) notifying Known Potential Bidders of the existence of the Solicitation
Process and inviting the Known Potential Bidders to express their interest in making an
offer to acquire all, substantially all, or one or more Parcels of the Catalyst Property and
the Catalyst Business, or to invest in the Catalyst Entities.

(8)  As soon as reasonably practicable after the Plan Vote Failure and in any event no
later than five (5) Business Days after the Plan Vote Failure, the Catalyst Entities shall
cause a notice of the SISP contemplated by these SISP Procedures and such other
relevant information which the Catalyst Entities, in consultation with the Financial
Advisor and the Monitor, considers appropriate to be published in The Globe & Mail
(National Edition) and The Wall Street Journal (National Edition). At the same time, the
Catalyst Entities, following consultation with the Financial Advisor and the Monitor,
shall issue a press release providing the above notice and such other relevant information,
with Canada Newswire and a United States equivalent newswire designating
dissemination in Canada and major financial centers in the United States, Europe and
Asia Pacific. :

(9)  Assoon as reasonably practicable after the Plan Vote Failure and in any event no
later than two (2) Business Days after the Plan Vote Failure, the Financial Advisor shall
distribute to the Known Potential Bidders the Teaser Letter, as well as a draft form of
confidentiality agreement (the “Confidentiality Agreement”) that is satisfactory to the
Catalyst Entities, its advisors and the Monitor, and which shall inure to the benefit of any
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purchaser of the Catalyst Business and Catalyst Property or investor in the Catalyst
Entities pursuant to the SISP.

Participation Requirements

(10)  Unless otherwise ordered by the Canadian Court, in order to participate in the
Solicitation Process, an interested party (a “Potential Bidder”) must deliver the
following to the Notice Parties so as to be received by the Notice Parties not later than
5:00 p.m. (Vancouver time) on ®. 2012 (being 14 days after a Plan Vote Failure), or
such other date or time as the Catalyst Entities in consultation with the Financial Advisor
and the Monitor, and with the consent of the Majority Initial Supporting Noteholders may
determine appropriate (the “Potential Bidder Deadline”):

(a) an executed Confidentiality Agreement, in form and substance
satisfactory to the Catalyst Entities and the Monitor, which shall inure
to the benefit of any purchaser of the Catalyst Property or Catalyst
Business or any investor in the Catalyst Entities;

(b) a specific indication of the anticipated sources of capital for such
Potential Bidder and preliminary evidence of the availability of such
capital, or such other form of financial disclosure and credit support or
enhancement that will allow the Catalyst Entities, the Monitor and the
Financial Advisor and each of their respective legal and financial
advisors, to make, in their reasonable business or professional
judgment, a reasonable determination as to the Potential Bidder's
financial and other capabilities to consummate an acquisition of the
Catalyst Business or Catalyst Property or an investment in the Catalyst
Entities;

© a letter setting forth the identity of the Potential Bidder, the contact
information for such Potential Bidder and full disclosure of the direct
and indirect owners of the Potential Bidder and their principals; and

(d)- an executed letter acknowledging receipt of a copy of the SISP
Approval Order (including these SISP Procedures) and agreeing to
accept and be bound by the provisions contained therein.

(11) A Potential Bidder will be deemed a “Qualified Phase 1 Bidder” if: (i) such
Potential Bidder has satisfied all of the requirements described in section (10) above; and
(i) such Potential Bidder’s financial information and credit support or enhancement
demonstrate to the satisfaction of the Catalyst Entities, in their reasonable business
judgment and after consultation with the Financial Advisor and the Monitor, the financial
capability of such Potential Bidder to consummate a transaction and that such Potential
Bidder is likely (based on availability of financing, experience and other considerations)
to consummate an acquisition of the Catalyst Business or Catalyst Property or an
investment in the Catalyst Entities.
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(12)  The determination as to whether a Potential Bidder is a Qualified Phase 1 Bidder
will be made as promptly as practicable but no later than five (5) Business Days after a
Potential Bidder delivers all of the materials required above. If it is determined that a
Potential Bidder is a Qualified Phase 1 Bidder, the Financial Advisor will promptly notify
the Potential Bidder that it is a Qualified Phase 1 Bidder.

(13)  If the Catalyst Entities, in accordance with section (11) above, determine that (a)
there are no Qualified Phase 1 Bidders, or (b) proceeding with these SISP Procedures is
not in the best interests of the Catalyst Entities or their stakeholders, the Catalyst Entities
shall (i) forthwith terminate these SISP Procedures, (ii) notify each Qualified Phase 1
Bidder (if any) that these SISP Procedures have been terminated, and (iii) within three (3)
Business Days of such termination, file an application with the Canadian Court and the
U.S. Bankruptcy Court seeking approval, after notice and hearings, to implement the
Stalking Horse Purchase Agreement. If the Catalyst Entities do not timely seek such
approval, the Steering Committee, on behalf of the Required Noteholders, may apply to
the Canadian Court and the U.S. Bankruptcy Court for such approval.

Due Diligence

(14) The Financial Advisor will provide a confidential information memorandum
describing the opportunity to acquire all, substantially all, or one or more Parcels of the
Catalyst Property and the Catalyst Business or to invest in the Catalyst Entities to each
Qualified Phase 1 Bidder as soon as practicable after the determination that such party is
a Qualified Phase 1 Bidder. A copy of the confidential information memorandum shall
also be provided to the Steering Committee and the Initial Supporting Noteholders.

(15)  Each Qualified Phase 1 Bidder shall have such due diligence access to materials
and information relating to the Catalyst Property and the Catalyst Business as the
Catalyst Entities and the Financial Advisor, in their collective reasonable business
judgment, in consultation with Monitor, deem appropriate.

(16) At the discretion of the Catalyst Entities, due diligence access may include
management presentations (as may be scheduled by the Catalyst Entities), access to
physical and online data rooms, on-site inspections and such other matters as a Qualified
Phase 1 Bidder or Qualified Phase 2 Bidder may reasonably request and as to which the
Catalyst Entities, in their reasonable exercise of discretion, may agree. The Catalyst
Entities shall not be obligated to furnish any due diligence information after the Phase 2
Bid Deadline.

(17)  The Catalyst Entities, the Financial Advisor and the Monitor are not responsible
for, and will have no liability with respect to, any information obtained by any Known
Potential Bidder, Potential Bidder or Qualified Bidder in connection with the Catalyst
Business or Catalyst Property. = The Catalyst Entities, the Financial Advisor and the
Monitor and their respective advisors do not make any representations or warranties
whatsoever as to the information or the materials provided, except, in the case of the
Catalyst Entities, to the extent provided under any definitive sale or investment
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agreement executed and delivered by a Successful Bidder (e = Backup Bid.
may be) and the applicable Catalyst Entities.

PHASE 1

Seeking Non-Binding Indications of Interest by Quzmssse. 3 & 4 == fied Phase ]

(18) From the date of the SISP Approval Order until the == Phase 1 Bic
Catalyst Entities and the Financial Advisor (under the supemr— S~ 1ision of the
accordance with the terms of the SISP Approval Orde== = —mme— ) Wil solic

indications of interest from Qualified Phase 1 Bidders to ac= —«—————=ggg = ire all, subs
one or more Parcels of the Catalyst Property and related Cate—— =—=———————mms W yst Busines:
the Catalyst Entities (each a “Non-Binding Indication of I = ——— —a=—rest”)

(19) In order to continue to participate in the Solicitation. ; rocess, aQu
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agreement executed and delivered by a Successful Bidder (or Backup Bidder, as the case .

may be) and the applicable Catalyst Entities.

PHASE 1

Seeking Non-Binding Indications of Interest by Qualified Phase IABidders

(18)  From the date of the SISP Approval Order until the Phase 1 Bid Deadline, the
Catalyst Entities and the Financial Advisor (under the supervision of the Monitor and in
accordance with the terms of the SISP Approval Order) will solicit non-binding
indications of interest from Qualified Phase 1 Bidders to acquire all, substantially all, or
one or more Parcels of the Catalyst Property and related Catalyst Business or to invest in
the Catalyst Entities (each a “Non-Binding Indication of Interest”).

(19) In order to continue to participate in the Solicitation Process, a Qualified Phase 1
Bidder must deliver a Non-Binding Indication of Interest to the Notice Parties so as to be
received by the Notice Parties not later than 5:00 p.m. (Vancouver time) on ®, 2012
(being 35 days after the Potential Bidder Deadline) (the “Phase 1 Bid Deadline”).

Non-Binding Indications of Interest by Qualified Phase 1 Bidders

(20) A Non-Binding Indication of Interest will be considered a “Qualified Non-
Binding Indication of Interest” only if it is submitted by a Qualified Phase I Bidder,
received on or before the Phase 1 Bid Deadline, and contains the following information:

(@  An indication of whether the Qualified Phase 1 Bidder is offering to (i)
acquire all, substantially all, or one or more Parcels of the Catalyst
Property and related Catalyst Business (a “Sale Proposal”); or (ii) make
an investment in the Catalyst Entities (an “Investment Proposal”);

(b)  In the case of a Sale Proposal, it shall identify (i) the purchase price
range (including liabilities to be assumed by the Qualified Phase 1
Bidder); (ii) the Parcel(s) included (if the Sale Proposal is a Parcels Sale
Proposal), any of the Catalyst Property expected to be excluded, and/or
any additional assets desired to be included in the transaction; (iii) the
structure and financing of the transaction (including, but not limited to,
the sources of financing for the purchase price, preliminary evidence of
the availability of such financing and the steps necessary and associated
timing to obtain the financing and consummate the proposed transaction
and any related contingencies, as applicable); (iv) the proposed
treatment of employees of the Catalyst Entities; (v) any anticipated
corporate, shareholder, internal or regulatory approvals required to close
the transaction and the anticipated time frame and any anticipated
impediments for obtaining such approvals; (vi) additional due diligence
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required or desired to be conducted prior to the Phase 2 Bid Deadline, if
any, (vii) any conditions to closing that the Qualified Phase 1 Bidder
may wish to impose; and (viii) any other terms or conditions of the Sale
Proposal which the Qualified Phase 1 Bidder believes are material to
the transaction;

(©) In the case of an Investment Proposal, it shall identify: (i) the aggregate
amount of the equity and debt investment (including, the sources of
such capital, preliminary evidence of the availability of such capital and
the steps necessary and associated timing to obtain the capital and
consummate the proposed transaction and any related contingencies, as
applicable) to be made in the Catalyst Business; (ii) the underlying
assumptions regarding the pro forma capital structure (including, the
anticipated debt levels, debt service fees, interest and amortization); (ii1)
the consideration to be allocated to the stakeholders including claims of
any secured or unsecured creditors of the Catalyst Entities and the
proposed treatment of employees; (iv) the structure and financing of the
transaction including all requisite financial assurance; (v) any
anticipated corporate, shareholder, internal or regulatory approvals
required to close the transaction, the anticipated time frame and any
anticipated impediments for obtaining such approvals; (vi) additional
due diligence required or desired to be conducted prior to the Phase 2
Bid Deadline, if any; (vii) any conditions to closing that the Qualified
Phase 1 Bidder may wish to impose; and (viil) any other terms or
conditions of the Investment Proposal which the Qualified Phase 1
Bidder believes are material to the transaction; and

(d)  Such other information reasonably requested by the Catalyst Entities or
the Financial Advisor, in consultation with the Monitor.

(21) Notwithstanding section (20) hereof, the Catalyst Entities, in consultation with the
Financial Advisor and Monitor, may waive compliance with any one or more of the
requirements specified herein and deem any non-compliant Non-Binding Indication of
Interest to be a Qualified Non-Binding Indication of Interest.

Assessment of Qualified Non-Binding Indications of Interest

(22) The Catalyst Entities, in consultation with the Financial Advisor, the Monitor and
the Required Noteholders, will assess any Qualified Non-Binding Indications of Interest
received, and will determine (A) whether there is a reasonable prospect that the Catalyst
Entities will receive either (a) one or more Superior Cash Offers, or (b) one or more
Superior Alternative Offers that could generate value in excess of the Stalking Horse Bid,
that is/are likely to be consummated, and (B) whether proceeding with these SISP
Procedures is in the best interests of the Catalyst Entities and its stakeholders. Such
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assessment will be made as promptly as practicable but no later than five (5) Business
Days after the Phase 1 Bid Deadline.

(23) If the Catalyst Entities, in accordance with section (22) above, determine that (a)
no Qualified Non-Binding Indication of Interest was received, (b) at least one Qualified
Non-Binding Indication of Interest was received but there is no reasonable prospect that
any such Qualified Non-Binding Indication of Interests will, individually or in the
aggregate, result in one or more Superior Offer(s) that is/are likely to be consummated, or
(c) proceeding with these SISP Procedures is not in the best interests of the Catalyst
Entities or their stakeholders, the Catalyst Entities shall (i) forthwith terminate these SISP
Procedures, (ii) notify each Qualified Phase 1 Bidder (if any) that these SISP Procedures
have been terminated, and (iii) within three (3) Business Days of such termination, file an
application with the Canadian Court and the U.S. Bankruptcy Court seeking approval,
after notice and hearings, to implement the Stalking Horse Purchase Agreement. If the
Catalyst Entities do not timely seek such approval, the Steering Committee on behalf of
the Required Noteholders, may apply to the Canadian Court and the U.S. Bankruptcy
Court for such approval.

(24) If the Catalyst Entities, in accordance with section (22) above, determine that (a)
one or more Qualified Non-Binding Indications of Interest were received, (b) there is a
reasonable prospect that one or more of such Qualified Non-Binding Indications of
Interest will, individually or in the aggregate, result in one or more Superior Offer(s) that
is/are likely to be consummated, and (c) proceeding with these SISP Procedures is in the
best interests of the Catalyst Entities and their stakeholders, these SISP Procedures will
continue and each Qualified Phase 1 Bidder who has submitted a Qualified Non-Binding
Indication of Interest that has determined to likely be consummated, shall be deemed to
be a “Qualified Phase 2 Bidder”.

PHASE 2

Seeking Qualified Bids by Qualified Phase 2 Bidders

(25) In order to continue to participate in the Solicitation Process, a Qualified Phase 2
Bidder must deliver a Qualified Purchase Bid or Qualified Investment Bid to the Notice
Parties so as to be received by the Notice Parties not later than 5:00 p.m. (Vancouver
time) on ®, 2012 (being 21 days from Phase 1 Bid Deadline) (the “Phase 2 Bid
Deadline”).

A. Qualified Purchase Bids

(26) A Sale Proposal submitted by a Qualified Phase 2 Bidder will be considered a
“Qualified Purchase Bid” only if the Sale Proposal complies with all of the following:
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it includes a letter stating that the Sale Proposal is irrevocable until the
earlier of (a) the approval by the Canadian Court and U.S. Bankruptcy
Court of a Successful Bid, and (b) 45 days following the Phase 2 Bid

‘Deadline; provided, however, that if such Sale Proposal is selected as

the Successful Bid or the Backup Bid, it shall remain irrevocable until
the closing of the Successful Bid or the Backup Bid, as the case may be;

it includes a duly authorized and executed purchase and sale agreement,
substantially in the form of the Stalking Horse Purchase Agreement,
specifying the purchase price, expressed in U.S. dollars (the “Purchase

‘Price”), together with all exhibits and schedules thereto, and such

ancillary agreements as may be required by the Qualified Phase 2
Bidder with all exhibits and schedules thereto (or term sheets that
describe the material terms and provisions of such ancillary
agreements), as well as copies of such materials marked to show the
amendments and modifications to the Stalking Horse Purchase
Agreement and such ancillary agreements and the proposed orders to
approve the sale by the Courts;

it includes a clear allocation of the Purchase Price among the U.S.

~ Catalyst Assets and Canadian Catalyst Assets (if the Sale Proposal

includes both U.S. Catalyst Assets and Canadian Catalyst Assets), and
in each case, a clear allocation of the Purchase Price in respect of the
Senior Secured Notes Excluded Assets (if the Sale Proposal includes
any Senior Secured Notes Excluded Assets). A Sale Proposal (other
than a Parcels Sale Proposal) that does not comply with the foregoing
shall not, under any circumstances, constitute a Qualified Bid;

it does not include any request or entitlement to any break-fee, expense
reimbursement or similar type of payment. Further, by submitting a Sale
Proposal, a Qualified Phase 2 Bidder shall be deemed to waive its right
to pursue a substantial contribution claim under section 503 of the U.S.
Bankruptcy Code or in any way related to the submissions of its Sale
Proposal or these SISP Procedures;

it includes written evidence of a firm, irrevocable commitment for all
required funding and/or financing from a creditworthy bank or financial
institution to consummate the proposed transaction, or other evidence
satisfactory to the Catalyst Entities, in consultation with the Financial
Advisor and the Monitor, to allow the Catalyst Entities to make a
reasonable determination as to the bidder’s (and its direct and indirect
owners and their principals) financial and other capabilities to
consummate the transaction contemplated by the Sale Proposal;

it is not conditioned on (i) the outcome of unperformed due diligence by
the bidder and/or (i) obtaining any financing capital and includes an
acknowledgement and representation that the bidder has had an
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opportunity to conduct any and all required due diligence prior to
making its Sale Proposal;

it fully discloses the identity of each entity that is bidding or otherwise
that will be sponsoring or participating in the Sale Proposal, including
the identification of the bidder’s direct and indirect owners and their
principals, and the complete terms of any such participation;

it includes an acknowledgement and representation that the bidder will
assume the obligations of the Catalyst Entities under the executory
contracts and unexpired leases proposed to be assigned and, to the
extent applicable, in compliance with section 365 of the U.S.
Bankruptcy Code (or identifies with particularity which of such
contracts and leases the bidder wishes not to assume, or alternatively
which additional executory contracts or unexpired leases the bidder
wishes to assume), contains full details of the bidder’s proposal for the
treatment of related cure costs; and it identifies with particularity any
executory contract or unexpired leases the assumption and assignment
of which is a condition to closing;

it includes an acknowledgement and representation that the bidder: (1)
has relied solely upon its own independent review, investigation and/or
inspection of any documents and/or the assets to be acquired and
liabilities to be assumed in making its Sale Proposal; (ii) did not rely
upon any written or oral statements, representations, promises,
warranties or guaranties whatsoever, whether express or implied (by
operation of law or otherwise), regarding the assets to be acquired or
liabilities to be assumed or the completeness of any information
provided in connection therewith, including by the Catalyst Entities, the
Financial Advisor or the Monitor, or any of their respective advisors,
except as expressly stated in the purchase and sale agreement submitted
by it; (iii) is a sophisticated party capable of making its own
assessments in respect of making its Sale Proposal; and (iv) has had the
benefit of independent legal advice in connection with its Sale Proposal;

it includes evidence, in form and substance reasonably satisfactory to
the Catalyst Entities, of authorization and approval from the bidder’s
board of directors (or comparable governing body) with respect to the
submission, execution, delivery and closing of the transaction
contemplated by the Sale Proposal;

it is accompanied by a refundable deposit (the “Deposit”) in the form of
a wire transfer (to a trust account specified by the Monitor), or such
other form acceptable to the Monitor, payable to the order of
PricewaterhouseCoopers Inc., Monitor, in trust, in an amount equal to
(i) ten percent (10%) of the cash component of the Purchase Price of a
Parcels Sale Proposal; or (ii) if it is not a Parcels Sale Proposal, five
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percent (5%) of the cash component of the Purchase Price; to be held
and dealt with in accordance with these SISP Procedures;

it (i) contains full details of the proposed number of employees of the
Catalyst Entities who will become employees of the bidder and the
proposed terms and conditions of employment to be offered to those
employees, and (ii) identifies any pension liabilities and assets related to
any employees currently covered under any registered pension or
retirement income plan who will become employees of the bidder that

. the bidder intends to assume or purchase;

if the Qualified Phase 2 Bidder is an entity newly formed for the
purpose of the transaction, the bid shall contain an equity or debt
commitment letter from the parent entity or sponsor, which is
satisfactory to the Catalyst Entities, that names the Catalyst Entities as
third party beneficiaries of any such commitment letter with recourse
against such parent entity or sponsor;

it includes evidence, in form and substance reasonably satisfactory to
the Catalyst Entities, of compliance or anticipated compliance with any
and all applicable Canadian and U.S. regulatory approvals (including, if
applicable, anti-trust regulatory approval), the anticipated time frame
for such compliance and any anticipated impediments for obtaining
such approvals;

it includes evidence of the bidder’s ability to comply with Section 11.3
of the CCAA and section 365 of the U.S. Bankruptcy Code (to the
extent applicable), which includes providing adequate assurance of the
bidder’s ability to perform the contracts and leases proposed in its Sale
Proposal to be assumed by the bidder, in a form that will permit the
immediate dissemination of such evidence to the counterparties to such
contracts and leases;

it contains other information reasonably requested by the Catalyst
Entities or the Financial Advisor, in consultation with the Monitor;

it is received by no later than the Phase 2 Bid Deadline; and

is determined by the Catalyst Entities, in consultation with the Financial
Advisor, the Monitor and the Required Noteholders (as applicable), to
be (individually or in the aggregate with other Qualified Purchase Bids)
a Superior Offer.

Qualified Investment Bids
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(27) An Investment Proposal submitted by a Qualified Phase 2 Bidder will be
considered a “Qualified Investment Bid” only if the Investment Proposal complies with
all of the following:

(2)

(b)

(©

(d)

(e

®

it includes duly authorized and executed binding definitive
documentation setting out the terms and conditions of the proposed
transaction, including the aggregate amount of the proposed equity and
debt investment and details regarding the proposed equity and debt
structure of the Catalyst Entities following completion of the proposed
transaction (a “Definitive Investment Agreement”),

it includes a letter stating that the Investment Proposal is irrevocable
until the earlier of (a) approval by the Courts of a Successful Bid, and
(b) 45 days following the Phase 2 Bid Deadline; provided, however,
that if such Investment Proposal is selected as the Successful Bid or
Backup Bid, it shall remain irrevocable until the earlier of (i) the closing
of the Successful Bid or the Backup Bid, as the case may be, and (ii) the
outside date stipulated in the Successful Bid or the Backup Bid, as
applicable;

it does not include any request or entitlement to any break-fee, expense
reimbursement or similar type of payment. Further, by submitting an
Investment Proposal, the Qualified Phase 2 Bidder shall be deemed to
waive its right to pursue a substantial contribution claim under section

‘503 of the U.S. Bankruptcy Code or in any way related to the

submissions of its Investment Proposal or these SISP Procedures;

it includes written evidence of a firm, irrevocable commitment for all
required funding and/or financing from a creditworthy bank or financial
institution to consummate the proposed transaction, or other evidence
satisfactory to the Catalyst Entities, in consultation with the Financial
Advisor and Monitor, to allow the Catalyst Entities to make a
reasonable determination as to the bidder's financial and other
capabilities to consummate the transaction contemplated by the
Investment Proposal;

it is not conditioned on (i) the outcome of unperformed due diligence by
the bidder and/or (ii) obtaining any financing capital and includes an
acknowledgement and representation that the bidder has had an
opportunity to conduct any and all required due diligence prior to
making its bid;

it fully discloses the identity of each entity that is bidding or otherwise
that will be sponsoring or participating in the Investment Proposal,
including the identification of the bidder’s direct and indirect owners
and their principals, and the complete terms of any such participation;
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it includes an acknowledgement and representation that the bidder: (1)
has relied solely upon its own independent review, investigation and/or
inspection of any documents in making its Investment Proposal; (ii) did
not rely upon any written or oral statements, representations, promises,
warranties or guaranties whatsoever, whether express or implied (by
operation of law or otherwise), regarding the business of the Catalyst
Entities, the Financial Advisor or the Monitor, or any of their respective
advisors, or the completeness of any information provided in connection
therewith except as expressly stated in the Definitive Investment
Agreement; (iii) is a sophisticated party capable of making its own
assessments in respect of making its Investment Proposal; and (iv) has
had the benefit of independent legal advice in connection with its
Investment Proposal; ’

it includes evidence, in form and substance reasonably satisfactory to
the Catalyst Entities, of authorization and approval from the bidder's
board of directors (or comparable governing body) with respect to the
submission, execution, delivery and closing of the transaction
contemplated by the Investment Proposal;

it is accompanied by a Deposit in the form of a wire transfer (to a trust
account specified by the Monitor), or such other form acceptable to the
Monitor, payable to the order of PricewaterhouseCoopers Inc., Monitor,
in trust, in an amount equal to five percent (5%) of the total investment
to be held and dealt with in accordance with these SISP Procedures;

if the Qualified Phase 2 Bidder is an entity newly formed for the
purpose of the transaction, the Investment Proposal shall contain an
equity or debt commitment letter from the parent entity or sponsor, and
satisfactory to the Catalyst Entities, that names the Catalyst Entities as
third party beneficiaries of any such commitment letter with recourse
against such parent entity or sponsor; ‘

it includes evidence, in form and substance reasonably satisfactory to
the Catalyst Entities, of compliance or anticipated compliance with any
and all applicable Canadian and U.S. regulatory approvals (including, if
applicable, anti-trust regulatory approval), the anticipated time frame
for such compliance and any anticipated impediments for obtaining
such approvals;

it contains other information reasonably requested by the Catalyst
Entities or the Financial Advisor, in consultation with the Monitor;

it is received by no later than the Phase 2 Bid Deadline; and

is determined by the Catalyst Entities, in consultation with the Financial
Advisor, the Monitor and the Required Noteholders (as applicable), to
be a Superior Offer.
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(28) Qualified Purchase Bids and Qualified Investment Bids shall hereinafter be
referred to as “Qualified Bids” and each a “Qualified Bid” and each bidder who has
submitted a Qualified Bid shall hereinafter be referred to as a “Qualified Bidder”. The
Stalking Horse Bid shall be deemed to be a Qualified Bid and the Stalking Horse Bidder
shall be deemed to be a Qualified Bidder for all purposes of these SISP Procedures
including for the purposes of the Auction. A combination of Parcels Sale Proposals shall
be considered a Qualified Bid if, in the aggregate, they constitute a Superior Offer.

(29) Notwithstanding sections (26) and (27) hereof, the Catalyst Entities, in
consultation with the Financial Advisor and the Monitor, may waive compliance with any
one or more of the Qualified Bid requirements specified herein, and deem such non-
compliant bids to be Qualified Purchase Bids or Qualified Investment Bids, as the case
may be; provided, however, that any non-compliance with the requirements set out in
sections (26)(b), (26)(e), (26)(f) and (26)(r) hereof, can only be waived by the Catalyst
Entities without the consent of the Required Noteholders if such non-compliance is cured
within two (2) Business Days after the Phase 2 Bid Deadline.

Stalking Horse Bid

(30) No deposit is required in connection with the Stalking Horse Bid.

(31) The purchase price for the Catalyst Property and Catalyst Business under the
Stalking Horse Bid includes: (i) a non-cash credit bid in the amount specified in the
Stalking Horse Bid resulting in that portion of the Senior Secured Note Claims Amount
being satisfied in exchange for the acquisition of such property and business on behalf of
the Holders; and (i) consideration in an amount sufficient to (2) pay in full in cash on
closing, or through the assumption of liabilities, any claims ranking senior in priority to
the Senior Secured Notes that are or would be payable in the CCAA proceedings or
Chapter 15 proceedings with respect to the Catalyst Entities or Catalyst Property subject
to the Stalking Horse Bid, including the DIP Claims Amount and other claims secured by
the court ordered charges granted in the Initial Order or any other order of the Canadian
Court in the CCAA proceedings; (b) purchase any assets of the Catalyst Entities to be
acquired under the Stalking Horse Bid that are Senior Secured Notes Excluded Assets;
and (c) pay any amounts payable which are determined to have been incurred by the
Catalyst Entities entirely (x) after the date of the Initial Order and before the closing of a
transaction hereunder; and (y) in compliance with the Initial Order and other Orders
made by the Canadian Court in the CCAA proceedings with respect to the Catalyst
Entities; provided, however, that the cash component of the purchase price may be
funded from cash of the Catalyst Entities available as at the time of closing of the
Stalking Horse Bid that constitutes cash collateral of the Senior Secured Notes, to the
extent such cash is not subject to any claims ranking senior in priority to the Semior
Secured Notes that are not being satisfied in full on closing of the Stalking Horse Bid.
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No Qualified Bids

(32) The Catalyst Entities, in consultation with the Financial Advisor and the Monitor,
will assess the Qualified Bids received, if any, and will determine whether it is likely that
the transactions contemplated by such Qualified Bids are likely to be consummated and
whether proceeding with these SISP Procedures is in the best interests of the Catalyst
Entities and their stakeholders. Such assessments will be made as promptly as practicable
but 1o later than five (5) Business Days after the Phase 2 Bid Deadline.

(33)  If the Catalyst Entities, “in accordance with section (32) above, determines that (a)
no Qualified Bid was received, (b) at least one Qualified Bid was received but it is not
likely that the transactions contemplated in any such Qualified Bids will be
consummated, or (c) proceeding with these SISP Procedures is not in the best interests of
the Catalyst Entities or their stakeholders; the Catalyst Entities shall (i) forthwith
terminate these SISP Procedures, (i) notify each Qualified Bidder (if any) that these SISP
Procedures have been terminated, and (iii) within three (3) Business Days of such
termination, file an application with the Canadian Court and the U.S. Bankruptcy Court
seeking approval, after notice and hearings, to implement the Stalking Horse Purchase
Agreement. If the Catalyst Entities do not timely seek such approval, the Steering
Committee, on behalf of the Required Noteholders, may apply to the Canadian Court and
the U.S. Bankruptcy Court for such approval.

(34)  If the Catalyst Entities, in accordance with section (32) above, determine that (a)
one or more Qualified Bids were received, (b) it is likely that the transactions
contemplated by one or more of such Qualified Bids will be consummated, and (c)
proceeding with these SISP Procedures is in the best interests of the Catalyst Entities and
their stakeholders, these SISP Procedures will not be terminated, the Auction will be
held, and the Financial Advisor will promptly notify all Qualified Bidders that they are
entitled to participate in the Auction. .

Auction

(35) If, in accordance with section (34) above, the Auction is to be held, the Catalyst
Entities will conduct an auction (the “Auction”), at 9:30 am. (Vancouver time) on @,
2012 (being three (3) Business Days after the Phase 2 Bid Deadline) at the offices of
PricewaterhouseCoopers Inc., 250 Howe Street, Suite 700, Vancouver, British Columbia
V6C 387, or such other location as shall be timely communicated to all entities entitled to
attend at the Auction, which Auction may be adjourned by the Catalyst Entities, after
consultation with the Financial Advisor and the Monitor and with the consent of the
Required Noteholders. The Auction shall run in accordance with the following
procedures:

(a) at least three (3) Business Days prior to the Auction, each Qualified
Bidder must inform the Financial Advisor whether it intends to
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participate in the Auction (the parties who so inform the Catalyst
Entities, the “Auction Bidders”);

at least two (2) Business Days prior to the Auction, the Financial
Advisor will provide copies of the Qualified Bid(s) which the Catalyst
Entities (after consultation with the Financial Advisor and Monitor),
believes is (individually or in the aggregate) the highest or otherwise
best Qualified Bid(s) (the “Starting Bid”) to all Auction Bidders;

only representatives of the Auction Bidders, the Catalyst Entities, the
Financial Advisor, the Monitor, the Collateral Trustee, the Steering
Group, the Initial Supporting Noteholders, and such other persons as
permitted by the Catalyst Entities (and the advisors to each of the
foregoing entities) are entitled to attend the Auction in person;

at the commencement of the Auction each Auction Bidder shall be
required to confirm that it has not engaged in any collusion with any
other Auction Bidder with respect to the bidding or any sale or
investment;

only the Auction Bidders will be entitled to make any subsequent bids
at the Auction; provided, however, that in the event that any Qualified
Bidder elects not to attend and/or participate in the Auction, such
Auction Bidder’s Qualified Bid, as applicable, shall nevertheless remain
fully enforceable against such Auction Bidder if it is selected as the
Successful Bid or the Backup Bid at the conclusion of the Auction;

all Subsequent Bids presented during the Auction shall be made and
received in one room on an open basis. All Auction Bidders will be
entitled to be present for all Subsequent Bids at the Auction with the
understanding that the true identity of each Auction Bidder at the
Auction will be fully disclosed to all other Auction Bidders at the
Auction and that all material terms of each Subsequent Bid will be fully
disclosed to all other Auction Bidders throughout the entire Auction;

all Auction Bidders must have at least one individual representative
with authority to bind such Auction Bidder present in person at the
Auction;

the Catalyst Entities, after consultation with the Financial Advisor and
the Monitor and, if the Stalking Horse Bidder is not participating in the
Auction, the Required Noteholders, may employ and announce at the
Auction additional procedural rules that are reasonable under the
circumstances (e.g., the amount of time allotted to make Subsequent
Bids, requirements to bid in each round, and the ability of multiple
Auction Bidders to combine to present a single bid) for conducting the
Auction, provided that such rules are (i) not inconsistent with these
SISP Procedures, general practice in CCAA proceedings, the U.S.
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Bankruptcy Code, or any order of the Courts made in the CCAA
proceedings or Chapter 15 proceedings with respect to the Catalyst
Entities, and (i) disclosed to each Auction Bidder at the Auction;

bidding at the Auction will begin with the Starting Bid and continue, in
one or more rounds of bidding, so long as during each round at least one
subsequent bid is submitted by an Auction Bidder (a “Subsequent
Bid”) that the Catalyst Entities determine, after consultation with the
Financial Advisor and the Monitor, is (A) for the first round, a higher or
otherwise better offer than the Starting Bid, and (B) for subsequent
rounds, a higher or otherwise better offer than the Leading Bid; in each
case by at least the Minimum Incremental Overbid. Each bid at the
Auction shall provide net value to the Catalyst Entities’ estate of at least
U.S. $@® million (the “Minimum Incremental Overbid”) over the
Starting Bid or the Leading Bid, as the case may be; provided, however,
that the Catalyst Entities, after consultation with the Financial Advisor
and the Monitor, shall retain the right to modify the increment
requirements at the Auction, and provided, further that the Catalyst
Entities, in determining the net value of any incremental bid to the
Catalyst Entities’ estate shall not be limited to evaluating the
incremental dollar value of such bid and may consider other factors as
identified in the “Selection Criteria” section of these SISP Procedures.
All cash increments shall be allocated between the Canadian Catalyst
Assets and U.S. Catalyst Assets in the same proportion as was allocated
in the Starting Bid. After the first round of bidding and between each
subsequent round of bidding, the Catalyst Entities shall, after
consultation with the Financial Advisor and the Monitor, announce the
bid (including the value and material terms thereof) that it believes to be
the highest or otherwise best offer (the “Leading Bid”). A round of
bidding will conclude after each Auction Bidder has had the opportunity
to submit a Subsequent Bid with full knowledge of the Leading Bid;

to the extent not previously provided (which shall be determined by the
Catalyst Entities, in consultation with the Financial Advisor and the
Monitor), an Auction Bidder submitting a Subsequent Bid must submit,
as part of its Subsequent Bid, written evidence (in the form of financial
disclosure or credit-quality support information or enhancement
reasonably acceptable to the Catalyst Entities, in consultation with the
Financial Advisor and the Monitor), demonstrating such Auction
Bidder’s ability to close the transaction proposed by the Subsequent
Bid. For greater certainty, if the Stalking Horse Bidder submits a
Subsequent Bid, this paragraph shall only apply to the Stalking Horse
Bidder if the cash portion of the Purchase Price in such Subsequent Bid
is in excess of the cash portion of the Purchase Price in the Stalking
Horse Bid,;
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(k)  the Catalyst Entities reserve the right, in their reasonable business
judgment after consultation with the Financial Advisor and the Monitor,
to make one or more adjournments in the Auction of no more than 24
hours each, to among other things (i) facilitate discussions between the
Catalyst Entities and the Auction Bidders; (ii) allow the individual
Auction Bidders to consider how they wish to proceed; (iii) consider
and determine the current highest and best offer at any given time in the
Auction; and (iv) give Auction Bidders the opportunity to provide the

Catalyst Entities with such additional evidence as the Catalyst Entities,

in their reasonable business judgment, may require that the Auction
Bidder (including, as may be applicable, the Stalking Horse Bidder) has
sufficient internal resources, or has received sufficient non-contingent
debt and/or equity funding commitments, to consummate the proposed
transaction at the prevailing overbid amount;

)] the Stalking Horse Bidder shall be permitted, in its sole discretion, to
submit Subsequent Bids, provided, however, that such. Subsequent Bids
are made in accordance with these SISP Procedures. No other creditor
is entitled to credit bid, in whole or in part;

(m) if, in any round of bidding, no new Subsequent Bid is made, the
Auction shall be closed;

(n) the Auction shall be closed within 5 Business Days of the start of the
Auction unless extended by the Catalyst Entities with the consent of the
Required Noteholders; and

(0)  no bids (from Qualified Bidders or otherwise) shall be considered after
- the conclusion of the Auction.

Selection Criteria

- (36) In selecting the Starting Bid, each Leading Bid, the Successful Bid and the
Backup Bid, the Catalyst Entities, in consultation with the Financial Advisor and the
Monitor, will review each Qualified Bid, it being understood that as between a Superior
Cash Offer and a Superior Alternative Offer, the Superior Cash Offer shall be deemed to
be the highest and best offer, unless otherwise agreed to by the Catalyst Entities and the
Financial Advisor, after consultation with the Monitor, provided however that in
determining the highest and best offer among Qualified Bids, a single Qualified Bid for
all or substantially all of the Catalyst Property generally will be viewed as preferable to a
combination of Qualified Bids consisting of multiple Parcels Sale Proposals
notwithstanding the total consideration provided therein.

(37)  Evaluation criteria with respect to a Sale Proposal may include, but are not limited
to items such as: (a) the purchase price and the net value (including assumed liabilities
and other obligations to be performed or assumed by the bidder) provided by such bid;
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(b) the claims likely to be created by such bid in relation to other bids; (c) the
counterparties to the transaction; (d) the proposed revisions to the Stalking Horse
Purchase Agreement and the terms of the transaction documents; (e) other factors
affecting the speed, certainty and value of the transaction (including any regulatory
approvals required to close the transaction); (f) the assets included or excluded from the
bid and the transaction costs and risks associated with closing multiple transactions
versus a single transaction for all or substantially all of the Catalyst Property; (g) the
estimated number of employees of the Catalyst Entities that will be offered post closing
employment by the bidder and any proposed measures associated with their continued
employment; (h) the treatment of pension liabilities and assets related to any registered
pension or retirement income plan of the Catalyst Entities; (i) the transition services
required from the Catalyst Entities post-closing and any related restructuring costs; and
(j) the likelihood and timing of consummating the transaction.

(38)  Evaluation criteria with respect to an Investment Proposal may include, but are
not limited to items such as: (a) the amount of equity and debt investment and the
proposed sources and uses of such capital; (b) the debt to equity structure post-closing;
(c) the counterparties to the transaction; (d) the terms of the transaction documents; (e)
other factors affecting the speed, certainty and value of the transaction; (f) planned
treatment of stakeholders; and (g) the likelihood and timing of consummating the
transaction.

(39) Upon the conclusion of the bidding the Auction shall be closed, and the Catalyst
Entities, after consultation with the Financial Advisor and Monitor, will identify the
highest or otherwise best Qualified Bid received (such offer, the “Successful Bid”) and
the next highest or otherwise best Qualified Bid received (such offer, the “Backup Bid”).
The Qualified Bidders(s) who made the Successful Bid is the “Successful Bidder” and
the Qualified Bidder(s) who made the Backup Bid is the “Backup Bidder”). The
Catalyst Entities will notify the Qualified Bidders of the identities of the Successful
Bidder and the Backup Bidder. If the Stalking Horse Bidder’s final Qualified Bid is
deemed to be the highest and best at the conclusion of the Auction or the next highest and
best offer at the conclusion of the Auction, the Stalking Horse Bidder’s final Qualified
Bid will be the Successful Bid or the Backup Bid, as the case may be.

(40) The Catalyst Entities shall finalize a definitive agreement in respect of the
Successful Bid and the Backup Bid, if any, conditional upon approval by the Canadian
Court and the U.S. Bankruptcy Court.

(41) The Backup Bid shall remain open until the consummation of the transaction
contemplated by the Successful Bid (the “Backup Bid Expiration Date”).

(42)  All Qualified Bids (other than the Successful Bid and the Backup Bid) shall be
deemed rejected by the Catalyst Entities on and as of the later of the date of approval of
the Successful Bid and Backup Bid by the Canadian Court and the U.S. Bankruptcy
Court.
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Approval Hearings

- (43) Within three (3) Business Days of the conclusion of the Auction, the Catalyst
Entities shall seek a hearing to be held on a date to be scheduled by the Canadian Court
(the “Canadian Approval Hearing”) to authorize the Catalyst Entities to enter into an
agreement with respect to the Successful Bid, and in the event that the Successful Bid
does not close for any reason, to enter into an agreement with respect to the Backup Bid.
The Canadian Approval Hearing may be adjourned or rescheduled by the Catalyst
Entities, after consultation with the Monitor and the Initial Supporting Noteholders and
with the consent of the Steering Committee, without further notice, by an announcement
of the adjourned date at the Canadian Approval Hearing.

(44)  As soon as reasonably practicable after entry of the SISP Approval Order by the
Canadian Court and in any event no later than five (5) Business Days thereafter, the
Catalyst Entities shall (a) seek a hearing to be held on a date scheduled by the U.S.
Bankruptcy Court granting approval in the Chapter 15 proceeding of the SISP and the
SISP Procedures and (b) seek a hearing to be held on a date scheduled by the U.S.
Bankruptcy Court (the “U.S. Approval Hearing”) as soon as reasonably practicable after
the conclusion of the Auction for authorization at the U.S. Approval Hearing to: (a) enter
into an agreement with respect to the Stalking Horse Bid, or (b) enter into an agreement
with respect to the Successful Bid, and in the event that the Successful Bid does not close
for any reason, to enter into an agreement with respect to the Backup Bid. The U.S.
Approval Hearing may be adjourned or rescheduled by the Catalyst Entities, after
consultation with the Monitor and the Initial Supporting Noteholders and with the
consent of the Steering Committee, without further notice, by an announcement of the
adjourned date at the U.S. Approval Hearing. If practicable, the Catalyst Entities shall
seek to have the Canadian Approval Hearing and the U.S. Approval Hearing conducted
simultaneously on the same date by videoconference between the Courts in a manner
such that both the Canadian Court and the U.S. Court shall be able to simultaneously hear
and view the proceedings in the other court and otherwise in accordance with such
guidelines as may be necessary to conduct such hearing.

(45)  If following approval of the Successful Bid transaction by the Canadian Court and
U.S. Bankruptcy Court, the Successful Bidder fails to consummate the transaction for any
reason, then the Backup Bid, if there is one, will be deemed to be the Successful Bid
hereunder and the Catalyst Entities shall effectuate a transaction with the Backup Bidder
subject to the terms of the Backup Bid, without further order of the Canadian Court or
the U.S. Bankruptcy Court.

Deposits

(46)  All Deposits shall be retained by the Monitor and invested in an interest bearing
trust account in a Schedule I Bank in Canada. If there is a Successful Bid, the Deposit
(plus accrued interest) paid by the Successful Bidder whose bid is approved pursuant to
the Approval Hearings shall be released by the Monitor to the Catalyst Entities and
applied to the purchase price to be paid or investment amount to be made by the



-26 —

Successful Bidder upon closing of the Successful Bid. The Deposit (plus accrued
interest) paid by the Backup Bidder shall be retained by the Monitor until the Backup Bid
Expiration Date or, if the Backup Bid becomes the Successful Bid, shall be released by
the Monitor to the Catalyst Entities and applied to the purchase price to be paid or
investment amount to be made by the Backup Bidder upon closing of the Backup Bid.
The Deposits (plus applicable interest) of all Phase 2 Bidders not selected as the
Successful Bidder or Backup Bidder shall be returned to such bidders within five 5)
Business Days of the later of the date upon which the Successful Bid and any Backup Bid
is approved by the Canadian Court and the U.S. Bankruptcy Court. If the Auction does
not take place or these SISP Procedures are terminated in accordance with the provisions
hereof, all Deposits shall be returned to the bidders within five (5) Business Days of the
date upon which it is determined that the Auction will not take place or these SISP
Procedures are terminated, as applicable.

(47) If an entity selected as the Successful Bidder or Backup Bidder breaches its
obligations to close subsequent to the Auction, it shall forfeit its Deposit to the Catalyst
Entities; provided, however, that the forfeit of such Deposit shall be in addition to, and
not in lieu of, any other rights in law or equity that the Catalyst Entities has against such
breaching entity.

Approvals

(48)  For greater certainty, the approvals required pursuant to the terms hereof are in
addition to, and not in substitution for, any other approvals required by the CCAA, the
U.S. Bankruptcy Code or any other statute or are otherwise required at law in order to
implement a Successful Bid or Backup Bid, as the case may be.

Notice Parties

(49)  As used herein, the “Notice Parties” are, collectively (a) the Catalyst Entities, (b)
the Financial Advisor, (c) the Monitor, (d) the Steering Committee, and (e) the Initial
Supporting Noteholders. The addresses to be used for delivering documents to the Notice
Parties are set out in Schedule “C” hereto. Any notice to the Required Noteholders or the
Majority Initial Supporting Noteholders shall be given by providing notice to the same
parties that are required to be notified for purposes of providing notice to the Initial
Supporting Noteholders. A bid shall be delivered to all Notice Parties at the same time
by electronic mail, personal delivery or courier. Interested bidders requesting
information about the qualification process, including a form of asset purchase
agreement, and information in connection with their due diligence, should contact
‘ _, Perella Weinberg Partners, [address], [contact phone
number and email address].

(W)
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Reservation of Rights

(50) The Catalyst Entities, after consultation with their advisors: (a) may reject, at any
time any bid (other than the Stalking Horse Bid) that is (i) inadequate or insufficient, (ii)
not in conformity with the requirements of the CCAA, U.S. Bankruptcy Code, these SISP
Procedures or any orders of the Court applicable to one or more the Catalyst Entities, or
(iii) contrary to the best interests of the Catalyst Entities, their estates, and stakeholders as
determined by the Catalyst Entities; (b) in accordance with the terms hereof, including
section (53), may impose additional terms and conditions and otherwise seek to modify
the SISP Procedures at any time in order to maximize the results obtained; (c) in
accordance with the terms hereof, may accept bids not in conformity with these SISP
Procedures to the extent that the Catalyst Entities determine, in their reasonable business
judgment, that doing so would benefit the Catalyst Entities, their estates, and
stakeholders; and (d) with the prior consent of the Majority Initial Supporting
Noteholders, extend the Potential Bidder Deadline, Phase 1 Bid Deadline, Phase 2 Bid
Deadline and the date of the Auction, provided that the Phase 2 Bid Deadline shall not be
extended beyond e, 2012 (being 24 days after the scheduled Phase 2 Bid Deadline, for a
total of 45 days after the Phase 1 Bid Deadline); provided, however, that if the Stalking
Horse Bidder submits the only Qualified Bid, the terms provided in clause (a) shall not be
operative.

(51) At or before the Approval Hearings, the Catalyst Entities may impose such other
terms and conditions as the Catalyst Entities may determine to be in the best interests of
their estates and their stakeholders that are not inconsistent with any of the procedures in
these SISP Procedures.

(52) These SISP Procedures do not, and shall not be interpreted to, create any
contractual or other legal relationship between any Catalyst Entity and any Known
Potential Bidder, Potential Bidder, Qualified Potential Bidder, Qualified Phase 1 Bidder,
Qualified Phase 2 Bidder, Qualified Bidder, Auction Bidder, Successful Bidder or
Backup Bidder, other than as specifically set forth in definitive agreements that may be
executed by the Catalyst Entities.

No Amendment

(53) There shall be no amendments to this SISP, including, for greater certainty the
process and procedures set out herein, without the prior written consent of the Monitor
and the Majority Initial Supporting Noteholders unless otherwise ordered by the
Canadian Court and the U.S. Bankruptcy Court upon application and appropriate notice.
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Further Orders

(54) At any time during these SISP Procedures, the Catalyst Entities may, following
consultation with the Monitor, apply to the Canadian Court for advice and directions with

respect to the discharge of its powers and duties hereunder.



Schedule “A”

LIST OF ADDITIONAL PETITIONERS

Catalyst Pulp Operations Limited
Catalyst Pulp Sales Inc.

Pacifica Poplars Ltd.

Catalyst Pulp and Paper Sales Inc.
Elk Falls Pulp and Paper Limited
Catalyst Paper Energy Holdings Inc.
0606890 B.C. Ltd.

Catalyst Paper Recycling Inc.
Catalyst Paper (Snowflake) Inc.
Catalyst Paper Holdings Inc.
Pacifica Papers U.S. Inc.

Pacifica Poplars Inc.

Pacifica Papers Sales Inc.
Catalyst Paper (USA) Inc.

The Apache Railway Company
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Schedule “B”

SENIOR SECURED NOTES EXCLUDED ASSETS
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Schedule “C”
ADDRESSES FOR NOTICE PARTIES
(a) To the Catalyst Entities at:

Catalyst Paper Corporation
[Address]

Attention:
Email:

Blake, Cassels & Graydon LLP
595 Burrard Street

P.O. Box 49314

Suite 2600, Three Bentall Centre
Vancouver BC V7X 1L3

Attention: Bill Kaplan, Q.C. & Peter Rubin
Email: bill.kaplan@blakes.com
peter.rubin@blakes.com

Skadden, Arps, Slate, Meagher & Flom LLP
Four Times Square
New York, New York 10036

Attention:
Email:

(b) To the Financial Advisor at:

Perella Weinberg Partners
[Address]

Attention:
Email:

(c) To the Monitor at:
PricewaterhouseCoopers Inc.
250 Howe Street, Suite 700
Vancouver, British Columbia V6C 387

Attention:
Email;

Fasken Martineau Dumoulin LLP
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2900-550 Burrard Street
Vancouver, BC V6C 0A3

Attention:
Email:

(d) To the Steering Committee at:

Fraser Milner Casgrain LLP
77 King Street West

Royal Trust Tower

Toronto, ON M5 KOA1

Attention: Ryan C. Jacobs and John R. Sandrelli
Email: ryan.jacobs@fmc-law.com and john.sandrelli@fmc-law.com

Akin Gump Strauss Hauer & Feld LLP
One Bryant Park
New York, NY 10036

Attention: Michael S. Stamer and Stephen B. Kuhn
Email:mstamer@akingump.com and skuhn@akingump.com

() To the Initial Supporting Noteholders at:

Goodmans LLP

Bay Adelaide Centre

333 Bay Street, Suite 3400
Toronto, ON MSH 257

Attention: Robert Chadwick and Melaney Wagner
Email: rchadwick@goodmans.ca and mwagner@goodmans.ca

Fraser Milner Casgrain LLP
77 King Street West

Royal Trust Tower

Toronto, ON M5 K0A1l

Attention: Ryan C. Jacobs and John R. Sandrelli
Email: ryan.jacobs@fmc-law.com and john.sandrelli@fmc-law.com

Akin Gump Strauss Hauer & Feld LLP
One Bryant Park '
New York, NY 10036



Attention: Michael S. Stamer and Stephen B. Kuhn
Email:mstamer@akingump.com and skuhn@akingump.com
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alocsiie ta Cotvenience Credizors shil no¢ be issned nnder the Ploz. In
addition, the Compary shall wse rewsonable affoais i seck 8 3zatings Crder
ad % Senctien Drder whirk prodde that, among oher fenes (i) suy
Convenierce Credioe shal] be deemed to vete i favor of the resolution i
suppast o tre Phin awdess such Corvenignce Craditer vetes spadmstthe Plian,
ard (i} & botger of r Gexers] Uncevured Claim {rtber than r Cooveniencs
Treditor) that-does not wete i person or by prowy o the Mar shall he dezmed
a veie in faver of the reschaion in suppestof te Pixn ard eork Sedder of 2
Lepneral Ubsecazed Llzim 5241 receive 25 pro rata share of New Cemmon
Stork md Wanents slocstiz o bolders of General Unseomed Cluings.

Dreseripiion. Eguity Ioterests consist of 21 outsteading equity inteests in
3

Frzament: Folders of Somity Inmerects shall nod zersive 2 erovery under the
Fian. A% existing acwity interesis in CPC, s wak 25 opiions, wammas, rights
sy siosilar instruseesty Secived fom, relating to or convenible o excherseaiie
Brerefore, shall be cxvelied sad extingnished o the Effective Date.

ForpxeiPrax SECHRITES

K necessary, e Coropeny will uee commercizily reasorsble best effarts se:
refinsecs the Crapany™s DIP financing, and #ater foto & aew ABL Sy
Abe “Mew ABT. Ferdiity”) on the Effective Date.

T the exiens recessary, tiere shal? bw an Pt Facility accepiable to $he Initial
Hupparting Neekolders”, where zack of e Inftist Supporting Neveholders
wiz b..wemvmemﬂ.z msjority of veres will ovem dthe “3sjosite Intial

Suppucsee Wvrkoldere } i cresahefon wit the Initizl Supportine
Upsecured ’w&hci:!ez

¥n she case of bo¥lers of General Unsecasd Clairas i excess of ${TBD that hsve elected to vaive thesr
shafrne 2t S{TRD} for puspsees of diskibutions weder the Pian, suck daime will be vained i the amount of THRDL
¥ vInyitig} Srppoming Moteholders™ musux 3% notebolders tiat heve szecuted a Sugpes: Agresment {5
disgrcs from a Joioder Amreemnent) s 2 the dsie of this Ters Sheet.
¥ivint Suppurtiez Thisecwred Mowbollrs™ muens alf holdore of Tnsecured Motes tisrhave execped 3
Support Apreement {3% distines from 8 Joinder Agreerpent) a5 of tie date of this Tene Sheet with sespect to dheic

Unsacad Notes.



New Firzt Lan Netas

Xew First Lisn Coupon Nofe:

Thy New First {ien Notex shell kave the fcilowing femms and condittorps:
« Principel. 5323 000504

»  Secority: A% collatersl securimg #he Birst Lim Nuotes, plus Excluded
halders of S Piew First Lien Wotes whers the oppsent of x third
parTy is med veguized te charge sach Barluded Azssty

«  Ooll Provection: 103% Som issuance of the ¥y Firss Lizn Motes
wough YZ/E3IDE3; T00N% thereater.

& Fwferest Rofx 11% peysbiz m—mnmy i prresrs i cash o 7.5%
pavatle seni-zronally o tash plus 5.9% pryable semi-anpually -
Sind

»  Fingl Moriy: A due st & the ealier of i) six (§) months sfter
T exnd dave of the mew Whoe ovrrstes and £5) Deosmber 16,2937
$at the Final Metarity will never be emlier than December 16, 2038,

Other terms of $h New Firse Liex MNotes shall be a3 ooy fordi i the
Destxiption o€ ¥ies to be sgreed to by e Majerizy Initizl Sepparting

The New Fizzt Lien Coupex Mot ¥zl havs the foliowdag terws zud
ookditous:

# Primeipel. Eread o 23 soonsed and vopasd interest xz of e
Effactive Diase, surk inrerast ealcaisted using the applicable inferess
13t Bnder the indenrures goverming the Finst Lisn Notes, witch shalt
inckade, as of Decensber £5, 2011, futwrzet paid af @ dafrr yate,

«  Zreusity. A% collaters] secrring e Finst Lien Motes, phus Excinded
Aszets (23 defired i the indonnaes governiny the First Lien 2nes)
a5 ressousbiy reguired by Ge holders of the Newe Ficst Lien Motes
where the pomeent of 3 thind paty is v regaived fo Charze such
Excivded Assats.

»  Iuteresi Kodr, None

«  Tovl Flow Sween. The Mew Fisst ien Coupon Motz will kave o
gmartesty cash flow swesp, subject to & Sninvan Bqudity toeshold
of 385 Toiltion s msssured by 2 30-day yvesass prios fo guartar end
Ay amounzs gaid . holders afthe Mew Fase Lien Coupon Mote on
arcotnt of sech Mot from fie cash flow yozeg or pihierwise wi e
wsed fo-pay Sown principsf sremumt of the New First Lien Coupon
Note 2 pa vebe.

»  Fipal Maerin: & dste fist is e eartier of (i) six (5% months sfter
e end dave of the pew laber tomivacs and &) Decensber 18, 2437
it the Pinal Mareity will wever be surtier then Becercher 36, 20264,

Other termas of die Wew First Lien Wotes shatl be 25 set fordh in the
Dizscription of Netex so e agreed r by Sia Bnjocity Inftial Bupporing
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Xew Comnmon Stock

Wxrsniz

Warrant Azvaement

Naotekolders and the Company.

T she EFaciive Date, reorgarived CPT shall isnue skases of Mew Commor
Fteck in sufficient uwcher to meet ity cbligations herewnder, which aumber
shat] be ressonably ¥roepiatle s the 3injocity Initial Supporing Neteholders.
Recrzanized CPC shadt be 2 poblic company and, ou or 55 sooa 35 reesonably
rracticabie sfer the Efferiive Bate, the Xew Comnes Stock and the
Warrzeats shzlf be approved by the Torome Stack Bachenge ar eder secnzities
excherge arcepizble to the Rajerity Ttis! Sepporting Koweboldzns, in
copzubiztion with the Inidsl Supporting Unsacured Hoteboldsrs sufnact only.

fe stzpdad Eotng conditaax.
B dre saneaciions berevnder sball result in any holder of First Lien Mowes or

2ry Unsecarad Morcholidir {coflectivedy, e “Woteholdors ™) becantug =
“zonirol persen” wider zppiicatle Comedisn secusites lams, then such
Xoteholden(s) shall kave e opticn to elact o teceive & pastion of e Wew
Comareoa: Steck it would have been enditled to rereive i the form of warrans
{the “Trchenee Warseds™) mmediately exsrcizbie for 2o addtonzt
consideration {o roquire MNewr Commen Stock ix an smonkt squel o fhe Moo
Loz Steck it would oherwiss be entided 1o oo fie fomsactioas
eremder. The Exchangs Warstres shall kxvs terms odwrwice ressonsbly
accegiyble tv e Majoriny Initis} Bupponting Wetehciders snd the Iuitial
Sappotting Unsecrrsd Notehoides in o respects.

n the Effective Date, venrgarived CRC shall jssne the followine castlezs
Whisraxds 3o thoss Uksecuwed Notehalders and'or Solders of General
Tsecured Clzims who are not Couvesienre Creditors:

*  I39% Farreads: Toe 13% Wiamanss shall ba cashless sad wdil be
izsued to dedders of Unsecured Wawms Claimne andins Generst
Unsecared Clairas xs peovided sbove The 3 5% Wisrrants shadl be
earrisaiie Sor 1353 of tre fiily dituted Mew Conwpop Stock 25 of
#he Effective Tiate 2t 2 srike price aqoal 1o the Compeny's plan
axniy valoe (egra o0 F74, 500,000  plas 5. The T5% Wamsats
shal] eypive forx years sfier the Effertivs Dais.

The Wamants shall be governad by s Wament Azrrement fhe terres of whick
+h=8 be reasprably accepiatle fo the Mejority Inftis? Supporites Moieholders
sed the Inited Supporing Unsacared Moreholders in 9 respects and swlich
shsH inciude the followins:

»  Payrent an g Salz Transoction or Diker Change of Lontrsl Frior
to Exyirasien. 1 the erent that s sele frapsacion or ather change of
corirol omsolvine the pryment of cash roasideraSon f consaremsted
vy to the explrasion of the Warssnis snd s valne repsived by the
Company oo seconnt of the Waw Torrmon Stork exreeds the plan
ageiy vatae (egeal o $74.565.000), then tha ronsidersiizg paysble
2o bolders of e Wareantz shal] bar {1} if sk svert ta¥es phacs
wisitin dwm firss twp vears, Sie Blsck-Scholes fommils vaine of the
Warrunts, which velastios shall de performied by aa infoperdent
Shird pasty, sud £5) i such peent wakes piacz 25wy e Grsd tvn vears,
5 Jesser of (¥} the Black-Scheles fiarmniz velve of the Warrants
whick velvarion shall hyzﬁxmdkrmkﬁsge&&wﬁr&p:ﬂg
and ) e velue secsived on srovonx of the New Cosxnon Seack in
excexs of phan equity valie (equal to ¥74, 500,000}, Forthe
avaidanes of Jowbe, i such event svaes within the Hrst two years for
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Tresteneni of Enerpizred Leases
and Executory Canfrach

Treatsent of Prepetitios Trade
Pryables

Wew Firzt Lien Notey Indenture
Dbt Basloet

luss than plae sty valve, fe considerstion pareble o Wirnm?
holders shall be the Biack-Scholes fmmda vaie of the Waments,
whirk vEkearine shali be porformmed by 2n indepeniian fiitd pacty.

o Zade Trawsaction ar Oiher Chonpe of Coniral Inwolving Non-Cask
Cousiderssion Privr i Expiration: To te addressed in Wazrent

s _duti-giltion Frotecties: Cnetomsry saii-divtion prorection S e
Warrsas for svrck splies, consotidations, sights afermes, dhvidends,
rearpzTsiions sad oter evems affecing fhe pumber of shezes of
Yew Conmmonr Stock zenztlz upen exercize of the Warrandx.

o Dividends ond Divributions. Fotders: of the Wasrants shail nof e
entitied to participaee e sy dvidends or disasbutions paid by the
Comepany to boidess of capitel stock peior -t ewercise ofthe
Warzeats, Dot sbalt Sie Oxepeny be requived 10 set aside Souds o
ey propesty for the paymens of swb dividends or distributions, if
amy, 1o holders of the ‘Warrsris npon e exercize dierect Tathz
extent auy dividends or Hstributions sse made to holdecs of capitst
ssock prios to die exercive of the Wirnants, taece shadi be a
equivatent sdiustrasnt to the exercise psice of fhe Werats.

Gileer Principai Plan Terms

Tespired losses and sverurory contrscts (ofher than sbor
sontractsicollective barmsiving agreerrents) shell be meated in 3 pranner
scoaptable w the Conpany and $ie Mxjority Initisl Supportine Rotekolders,
i conedtstive: wish fie Inisial Sopporting Trsecured Mmeholders,

Tursuzat to the feoms of fae Smended aud Festated Inftigh Oxder entered In
Hhe Company’s CLAA prorsedings, e Corapany bas e sothoxity to satishy
prepetifon aede cirins corvenily Coppesd 2t op to 512 mifion (Se “Trude
&“}ummmigmex%mmmam. Frior o meking any
payrrents under the Trade Cap, (e Ooapary shsll Frst obtain the comsent of
e Majericy Initiz} Sapporting Nowbaliers, in consulistios with ke Faitisl
Supporieg Uneerured oteholders. In the event Phat the Covmsary deemss it
sppropziste fo pay or pdEnvise safisfi prepetision frade risims i sxress of
ra Trsde Cup, ke Compary shall abtsin e consemt of e Majority Faitial
Seppordng Moekolders, in somswtativ svitk: dhe Jufiist Supportieg Uneecursd
ohebolders, priar to paying any wick s&5%ora] ol

Apy elzizent vl moeives PAYEIETt 06 ScoerLt of it prepesition rade clais
Fumeans o this secon “Freatment of Prepetifion Trade Eeysbies” renst: {5}
rrevocstiy access in writing he czak payment in fizll andd Srsl satisfaction of]
s clafrss surd fhat the claiert i not entitied to esser any defdercy claim
and ¢b) provide sedinary trade tenns o fie Comgany.

The fizst Hen deht basket ander the indenince prveming the New Fitst Lien
Wotes shiel be 575 mition; grovifed kowvever that i fhe Campany’s fast s
obt 20 ERITTIA ratip caleniated on & pre forcw besis afer ziving effect to
taskes usage axceede 3 0¢, T5% of the 2ew First Lien Notes. based on e
peincipal amovmtof such sotes then outsranilin mest corset to e
Tompany's usaze of the debt basket. Beywentof futerest or the Fizst Lien
otes iniind shall be deemed nof to be an nreesce: ef indebtedness weder



Teiiixl Board of Dirsclors of
Ruearganized CPL

Izitial Mapagersent of
Resrganized CFC

Key Employee Hetenting Plan

Lorporste CGovernance
Bocoments

Feleases

Exculpatinn
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e indextate, but shall Shereafer comstituts outstanding ndsbiedress forall
paspases of the ndentore,

O the Effeciive Date, fhe inital boavd of diraciors of recrganized CPC shall
e compesed of seven roembiers. Five members of the fritial Toard thall be
indtial board shall be designated by the Initel Supportng Cnsecured
Yoeholders, and one mestber of the nitisd boand shal} be the CEO.

mmxmmwmmmmﬁzmmgm
Topsurrmstion of fie Dise shall be the same a5 te serioe managemen: tan
erredintely prior to censnsmmation.

Thz leters of cradit posted as tolinters] for the Company’s Key Ermplovee
Retetion P (he “KERE™) szl bz tancelled and #H rask collstersl with
Tespes thereto seaaned o the Congpany,

Salely with respect o the “Fiar I and “Tar 11 beneficiaries of the KERD {3
identified in the XERT), the miertin payments scheduled under the EERP
shsHl be made g5 Sofiows:

«  45% {pe 319 miliod) v be puid oo Depsmber 31, 2012;
& A5% Cor 51 moilfion) te bz paid on Derertber 31, 201%; and

+  39% {or S1.3 miltion) to be paid i equal percentags 3 the.
Paventsze smortizason of e New First Lien Coupon Nowm.

The corpocate governenss decurtents of recaganized CPC and the resqpanized ERS
Dzbter sobvidinties Sisrwill whe wffect on snd sfer the Bffictive Dats skall
Berin S snd sbwtrnce reasonsily acceptable fo e Msjority it
Supporing Nowholders, in consuitstion witk: the Tnitist Seppottiny Unsermwad

To the exien: permittsd Ty faw, the Plan shsH provide for the Tompeny™s
zedezse of sy xod all cloims or causes of action, knows: oF vekpown, velating
%o suy pre-Commancament Date sots or owdesivme_ excent for willfial
maiscendact or Fsmd, committed by any of e foliowing: ) e officers,
directars, employees, Iszsl srd Saxecis) sdvisors, 418 ofier reprecentatives of
ihe Company 25 of e Conmencerent Date ir theic capucity as sach; i) the
Farst Lien Notes indenture trastes (the “2050 Notes Tadeptie Thuzies™, e
2618 Xotes Indentme. Trustee's agat advisors, in fae cuparity 2s sach_ zpd
e hodders of the First Eiex HNaotes, in thefr respertive capsrises as such; {iEE)
e memliers of the steaving grosys of kolfsrs of Sus First Litu Iotes {tke
“Siepria Grous™) and aoy ether Inttial Supporing Noteholders sud ibei
Snpportinz Ynsecnrsd Noteholfers and their lopsl and Sramcist ashdsmrs, in
sheir capacity azx sech; and &) £k Tinsereed Notes indevtare tuster sad the:
Balders of the Tnsermmed Netes, i their sespective capacitiss 2z sack
folecively, e *Raleszed Parffac™).

T foe entag peruiited wider 3pplicable Iav, the Belogoes Pasdes skall not
g or devrver wey gbility foo any act o exmtssiog I COPPRCEnR with s=ixted
o, o5 prising out of, the Restractesing, proveedngs wmder fhe CCAR crfie
€ Barkragery Tiode, the prasnit of sapclioning fie Plan, the consunasstion:
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TomaBns

Tandiuus Froossiuut and Yales

Frocuss Approva

i ve Thuws o thie administarion oF die Rian. or e property to be Hxtitatud
s Yo P et v Chaline nesiing foovs viliBA sdacendiony e frand

T sccordiase nith the Sgpent Asmmm» a$ xsamh&& smi dmssmi
Feey 208 wpenon of vhie Yedtind B s:aabo . %
TaseCiasd Kntsbolders anf G 398 ; ;
regxerable Snraenied foxs il xapens mrﬁmém o Jogral sk faeiad
adxtsons of sz pusthi, sBull bepatd vw s cuo toasts afiu socsips of
Eveicr. Por theasoiians ﬂf&ﬂb&,é@f Segpd et Brmoniak srisenato e
;ms;m&w @ Sk sorion “Testnutring Bepuniss™ Tatebo ) Adds C«wy
Seorusx Bevwr & Pl L1Z; §§ Fowves M&wﬁzsgzmm A&
ez, Avata & Tuxsed LIV v Woalis Su e 4 Xk L
IEs; {s’z\%am&m £y Soeduaay LID; Suiils Krnmer Lo Naftdlla &
Fisnkel 1% S BodBan Lakey 204,073 one Jocat conteosd B sy img»
risdichon for sl 485 She Toithed Sepmoriiag Masumed Notdhddum o
) T TSV Moves Federen T,

A sat a0t 5 S Bapgens. Sgezsent.

Toapoumranthe with e Company s spplicnsing for 3 montiugs 208 Jeoosss

oxderwidhrpegt v te Plan file W{gﬁﬁ‘i whdich abed be grotedt
B S0t 3haw Shach 34, A2 s‘waamw ko sidss Sty ver Runt G830 4%
cxdler G Wﬁ appeseing % selreand nvesey swlicindon
proces P “RIEETY, wanch SIAY sl BISE Approna’ Qeder dinll 6208 de do
Sovvess 2ol silimtance acxaptable o Sre Migjority Tuidhd Suppusting Fetdindig,
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EXHIBIT C

JOINDER AGREEMENT

The undersigned hereby acknowledges that it has read and understands the Restructuring
and Support Agreement, dated as of March 11, 2012 (the “Agreement”), by and among Catalyst
Paper Corporation and its affiliates and subsidiaries bound thereto, and certain Noteholders.
Section 1.2 of the Agreement allows holders of Notes or investment advisers or managers of
discretionary accounts that hold Notes to become a party thereto by executing this Joinder
Agreement; and Section 3.3 of the Agreement requires, contemporaneously with a Transfer of
2016 Notes or 2014 Notes by a Consenting Noteholder to a Transferee who is not also already a
Consenting Noteholder, that such Transferee execute and deliver this Joinder Agreement.

The undersigned hereby represents and warrants that: (i) the 2014 Note and 2016 Notes
that are identified on the signature page hereto constitute all of the 2014 Notes and 2016 Notes
that are legally or beneficially owned by the undersigned or which the undersigned has the power
to vote or dispose of; and (ii) the representations and warranties set forth in Section 3.4 of the
Agreement are true and correct with respect to the undersigned as if given on the date hereof.

The undersigned hereby agrees (i) to be bound by the terms and conditions of the 2016
Indentures, the 2014 Indenture and the Agreement, and (1) if the 2016 Notes and/or 2014 Notes
have been acquired from a Transferor, to be bound by the vote of the Transferor if cast prior. to
the effectiveness of the Transfer of the 2016 Notes and/or 2014 Notes. The undersigned shall be
deemed a “Consenting Noteholder” under the terms of the Agreement. '

[signature pages fdllow]
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Date Executed:

,2012
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[NOTEHOLDER]

Name:
Title:

Address:

Attention:
Telephone:
Facsimile:

Aggregate principal amount of Senior Secured
Notes (144A CUSIP# 14888TACS) beneficially
owned or managed on behalf of accounts that hold
or beneficially own such Senior Secured Notes:

Aggregate principal amount of Senior Secured
Notes (Reg S CUSIP No. C21847AB1) beneficially
owned or managed on behalf of accounts that hold
or beneficially own such Senior Secured Notes:

Aggregate principal amount of Class B Senior
Secured Notes (144A CUSIP# 14888TAD6)
beneficially owned or managed on behalf of
accounts that hold or beneficially own such Class
B Senior Secured Notes:

Aggregate principal amount of Class B Senior
Secured Notes (Reg S CUSIP No. C21847AC9)
beneficially owned or managed on behalf of
accounts that hold or beneficially own such Class
B Senior Secured Notes:

Aggregate principal amount of 2014 Notes
(CUSIP# 65653RAG8) beneficially owned or
managed on behalf of accounts that hold or
beneficially own such 2014 Notes:




EXHIBIT D

DEBTORS’ REPRESENTATIONS AND WARRANTIES

The Debtors’ Representations and Warranties

Each of the Debtors severally and not jointly represents and warrants as of the date such
Debtor executes and delivers this Agreement and as of the date of implementation of the Plan
(and the Debtors acknowledge that each of the Consenting Noteholders is relying upon such
representations and warranties) that:

(2)

(b)

(©

(d)

Except as disclosed in the Information, the Disclosure Letter or as otherwise
contemplated by this Agreement and the transactions contemplated hereby, since
December 31, 2011 there has not been (i) any Material Adverse Effect, (i) any
Material transaction to which the Debtors are a party outside the ordinary course
of business, (iii) any Material change in the capital or outstanding indebtedness
and liabilities of the Debtors (taken as a whole), (iv) any obligation, direct or
contingent (including any off balance sheet obligations), incurred by the Debtors
which is Material to the Debtors, or (v) any dividend or distribution of any kind
declared, paid or made on the capital of the Debtors. As of the date hereof, the
Debtors have filed with Canadian securities regulators and the Commission all
documents required to be filed by them under Applicable Securities Laws except
to the extent that such a failure to file would not be Material.

The Debtors do not have any Material Liabilities except (i) Liabilities which are
reflected and properly reserved against in the Financial Statements, (ii)
Liabilities incurred after December 31, 2011 in the ordinary course of business
and consistent with past practice, (iii) current Liabilities arising in the ordinary
course under the Contracts to which the Debtors are a party (other than
obligations which are required to be reflected on a balance sheet prepared in
accordance with GAAP).

As of the date of this Agreement, the authorized capital of the Debtors consists
of an unlimited number of common shares of CPC (“Common Shares”), of
which 381,900,450 shares are issued and outstanding, and (ii) 100,000,000
shares of preferred stock, of which no shares are issued and outstanding. The
Debtors have no other capital stock authorized or, as of the date of this
Agreement, issued and outstanding.

As of the date of this Agreement, (i) 10,737,024 Common Shares of the Debtors
are reserved for issuance pursuant to the Debtors’ Restricted Share Unit Plan and
Stock Option Plan and other share based compensation arrangements, and (ii) no
Common Shares of the Debtors are reserved for issuance upon exercise of
outstanding warrants. Except as set forth in the preceding sentence, there are no
outstanding options, warrants, convertible securities or rights of any kind to
purchase or otherwise acquire shares of capital stock or other securities of the
Debtors.

072



(e)

®

(8

(h)

@

Since December 31, 2010, except as otherwise contemplated by this Agreement
or set forth in the Information or the Disclosure Letter, there has not been any
resignation or termination of any officer, director or senior manager which
would be reasonably likely to have a Material Adverse Effect, or any increase in
the rate of compensation payable or to become payable by the Debtors to any
officer, director or representative of the Debtors (other than standard increases in
connection with general, regularly-scheduled reviews consistent with past
practice in respect of employees), including the making of any loan to, or the
payment, grant or accrual of any Bonus Payment to any such Person.

Except as disclosed in the Disclosure Letter, there have been no changes to the
compensation for the eight executive officers of the Debtors (the “Executive
Officers”) from their compensation as disclosed in the Disclosure Letter and the
Debtors have not agreed to any, or become obligated to pay any, Bonus
Payments to the Executive Officers, agents or consultants except in connection
with existing bonus or incentive plans.

Schedule (g) to the Disclosure Letter contains a list of all contracts material to
the Debtors (excluding engagement letters for legal and financial advisors
retained by the Debtors, whether to provide services to the Debtors or the
holders of 2014 Notes or 2016 Notes, in association with the Transactions) (the
“Material Contracts”). Complete and accurate copies of all Material Contracts
have been delivered to or otherwise made available for review by Goodmans and
Akin Gump prior to the date hereof, or if not previously made available, shall
promptly but no more than three business days following the date of this
Agreement be made available for review by Goodmans and Akin Gumyp, and all
such agreements are in full force and effect. All of the Material Contracts are
valid, binding and enforceable in accordance with their terms against the Debtors
party thereto, except (i) as such enforceability may be limited by bankruptcy,

insolvency, reorganization, moratorium or other similar laws relating to or

affecting the rights of creditors or (ii) general principles of equity (regardless of
whether enforceability is considered in a proceeding at law or in equity). As of
the date of this Agreement, except as disclosed in the Disclosure Letter, there 1s
no existing (or threatened in writing) default or dispute with respect to any
Material Contracts that would reasonably be expected to result in a Material
Adverse Effect other than defaults or disputes caused by the commencement of
the Debtors’ CCAA proceedings or the Debtors’ failure to pay the semi-annual
interest payment due under the 2016 Notes on December 15, 2011.

The Debtors have conducted their business in Material compliance with all Laws
and the Debtors have not received notice to the effect that, or has otherwise been
advised that, the Debtors are not in compliance with such Laws, other than any
such non-compliance as would not reasonably be expected to result in a Material
Adverse Effect.

All documents and information filed with relevant securities regulators by the
Debtors since December 31, 2009, at the time filed, (i) complied with all
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applicable Laws in all material respects and (ii) did not contain any untrue
statement of a Material fact or omit to state a Material fact required to be stated
therein or necessary to make the statements therein, in light of the circumstances
under which they were made, not misleading.

o The boards of directors of the Debtors have: (i) approved, adopted and declared
advisable this Agreement and the transactions and agreements contemplated
hereby; and (ii) determined that this Agreement is in the best interests of the
Debtors and CPC has resolved to recommend approval of this Agreement and
the transactions and agreements contemplated hereby to holders of 2016 Notes,
holders of 2014 Notes and existing shareholders. :

RELEVANT DEFINITIONS IN THE DEBTORS’ REPRESENTATIONS
' AND WARRANTIES

“Applicable Securities Laws” means all applicable securities, corporate and other laws, rules,
regulations, notices and policies in the Provinces of Canada and in the United States of America,
including state “blue sky” legislation.

“Bonus Payments” means all bonus payments, retention payments, incentive compensation
payments, service award payments or other similar payments payable by the Debtors any of the
Debtors’ current or past employees or consultants, in connection with the transactions
contemplated by this Agreement or otherwise. .

“Commission” means the United States Securities and Exchange Commission.

“Contracts” means all agreements, contracts, leases (whether for real or personal property),
purchase orders, undertakings, covenants not to compete, employment agreements,
confidentiality agreements, licenses, instruments, obligations and commitments to which a
Person is a party or by which a Person or any of its assets are bound or affected, whether written
or oral.

“Disclosure Letter” means a letter from the Debtors to Goodmans and Akin Gump.

“Governmental Entity” means any government, regulatory authority, governmental department,
agency, commission, bureau, official, minister, Crown corporation, court, board, tribunal or '
dispute settlement panel or other law, rule or regulation-making organization or entity: (a) having
or purporting to have jurisdiction on behalf of any nation, province, territory or state or any other
geographic or political subdivision of any of them; or (b) exercising, or entitled or purporting to
exercise any administrative, executive, judicial, legislative, policy, regulatory or taxing authority
OT power.

“Information” means information set forth or incorporated in the Debtors’ public disclosure
documents filed with the applicable Canadian securities regulators and the Commission under
the Securities Legislation, as applicable, since December 31, 2009 and prior to the execution and
delivery of this Agreement.
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“Financial Statements” means the audited consolidated balance sheet of the Debtors as at
December 31, 2011 and the related audited consolidated statement of operations and
comprehensive loss, consolidated statement of cash flows for each of the fiscal years then ended,
together with the report thereon of independent certified public accountants, each prepared in
accordance with GAAP consistently applied throughout the periods covered.

“Law” or “Laws’ means any law, statute, order, decree, consent decree, judgment, rule
regulation, ordinance or other pronouncement having the effect of law whether in Canada, the
United States or any other country, or any domestic or foreign state, county, province, city or
other political subdivision or of any Governmental Entity.

“Ljability” or “Liabilities” means any direct or indirect liability, indebtedness, obligation,
commitment, expense, claim, deficiency, guaranty or endorsement of or by any Person of any
type, whether accrued, absolute, contingent, matured, unmatured liquidated, unliquidated, known
or unknown.

“Material” means a fact, circumstance, change, effect, matter, action, condition, event,
occurrence or development that, individually or in the aggregate, is, or would reasonably be
expected to be, material to the business, affairs, results of operations or financial condition of the
Debtors (taken as a whole).

“Material Adverse Effect” means an event, change or occurrence that, individually or together
with any other event, change or occurrence, has a material adverse impact on the financial
condition, business or results of operations of the Debtors (taken as a whole) and shall include,
without limitation, the disposition by any of the Debtors of any material asset without the prior
consent of the Consenting Noteholders; provided, however, that a Material Adverse Effect shall
not include and shall be deemed to exclude the impact of: (A) changes in Laws of general
applicability or interpretations thereof by courts or governmental or regulatory authorities, (B)
any change in the paper industry generally, which does not disproportionately adversely affect
the Debtors, (C) actions and omissions of the Debtors taken with the prior written consent of the
Majority Initial Supporting Noteholders, in consultation with the Initial Supporting Unsecured
Noteholders, (D) the effects of compliance with this Agreement, including on the operating
performance of the Debtors, (E) the negotiation, execution, delivery, performance,
consummation, potential consummation or public announcement of this Agreement or the
transactions contemplated by this Agreement, (F) changes in the market price or trading volume
of the Debtors’ 2014 Notes, 2016 Notes or Common Shares (it being understood that any cause
of any such change may be taken into consideration when determining whether a Matenial
Adverse Effect has occurred or is reasonably expected to occur), (G) any change in U.S. or
Canadian interest rates or currency exchange rates unless such change has a disproportionate
effect on the Debtors.

“Person” means an individual, a corporatioh, a partnership, a limited liability company, a trust,
an unincorporated association, a Governmental Entity or any agency, instrumentality or political
subdivision of a Governmental Entity, or any other entity or body.

“Securities Legislation” means all applicable Laws, regulations, rules, policies or instruments of
any securities commission, stock exchange or like body in Canada or the United States.



This is Exhibit "C" referred to in the Affidavit #1
of Andrew Crabtree made before me at Vancouver,
British Columbia this 16™ day of March 2012.
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PLAN OF COMPROMISE AND ARRANGEMENT

PURSUANT TO THE
COMPANIES’ CREDITORS ARRANGEMENT ACT (CANADA)

ARTICLE 1
INTERPRETATION

Section 1.1  Definitions

In the Plan (including the Schedules hereto), unless otherwise stated or unless the context
otherwise requires:

“ABL Facility” means the revolving asset based loan facility issued pursuant to an amended and
restated credit agreement dated as of May 31, 2011, by JP Morgan Securities LLC and CIBC
Asset-Based Lending, Inc ;

“ABL Facility Claims” means all outstanding obligations owed to lenders under the ABL
Facility;

“Administration Charge” means the charge granted pursuant to paragraph 39 of the Amended
and Restated Initial Order, as more particularly set out therein, in favour of the Monitor, counsel
to the Monitor, counsel to the Debtors, and counsel to the Directors;

“Affected Claim” means any Claim that is not an Unaffected Claim;

“Affected Creditor” means any Creditor having an Affected Claim in respect of and to the
extent of such Affected Claim,;

“Allowed” means, with respect to a Claim against any Debtor, (i) any Claim in respect of which
a Proof of Claim has or is deemed to have been timely filed in accordance with the Claims
Procedure Order and in respect of which no objection has been interposed within the applicable
period fixed by the Claims Procedure Order, or (ii) any Claim that is Allowed pursuant to the
Plan, Claims Procedure Order, or a Final Order of the Court;

“Amended and Restated Initial Order” means the Order of the Court dated January 31, 2012,
as amended and restated on February 3, 2012, and as subsequently amended by further order of
the Court, and as may be further amended, supplemented or varied by the Court;

“Business Day” means any day other than a Saturday, Sunday or a day on which banks in
Vancouver, British Columbia, Toronto, Ontario, or New York, New York are authorized or
obligated by applicable law to close or otherwise are generally closed,;

“Cash Election” means an election made by a General Unsecured Creditor who is not otherwise
deemed to be a Convenience Creditor in accordance with the terms of the Meetings Order, in full
and final satisfaction of his, her or its Allowed Claim, to deem such Creditor’s Claim equal to
CAD $10,000 for distribution purposes, which election shall be deemed a vote in favour of the

3167322_12|Van_Docs

lo-s)

<



081

resolution to approve the Plan at the Unsecured Creditors Meeting in the full filed amount of
such Creditor’s Allowed Claim;

“Cash Election Creditor” means a General Unsecured Creditor who is not otherwise deemed to
be a Convenience Creditor who makes a valid Cash Election in accordance with the terms of the
Meetings Order;

“Catalyst” means Catalyst Paper Corporation, a corporation incorporated under the CBCA;

- “Catalyst Companies” means Catalyst and its Subsidiaries;

“CBCA” means the Canada Business Corporations Act, R. S. C. 1985, c. C-44, as amended;
“CCAA” means the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended;

“CCAA Charges” means, collectively, the Administration Charge, the DIP Lenders’ Charge,
the Critical Suppliers’ Charge, the D&O Charge, the Financial Advisor Charge, the KERP
Charge, and any other charge over the Debtors’ assets created by other Order of the Court and
included in “Charges” (as such term is defined in the Amended and Restated Initial Order and as
such charges may be amended, modified or varied by further Order of the Court);

“CCAA Proceedings” means the CCAA proceedings commenced by the Debtors, being British
Columbia Supreme Court Action No. S120712, on the Commencement Date pursuant to the
Amended and Restated Initial Order;

“Chapter 15 Proceedings” means the proceedings commenced under chapter 15 of the U.S.
Bankruptcy Code on the Commencement Date in the U.S. Court, Case No. 12-10221;

“Claim” means any Pre-Commencement Claim, Restructuring Claim or Directors/Officers
y g
Claim;

“Claims Bar Date” means 5:00 p.m. (prevailing Pacific Time) on April 18, 2012, or such other
date as may be ordered by the Court;

“Claims Officer” shall have the meaning ascribed to such term in the Claims Procedure Order;

“Claims Procedure Order” means the Order of the Court, dated March 21, 2012, approving
and directing the establishment of a procedure for filing Proofs of Claim and resolving Disputed
Claims, as amended or varied by further Order;

“Class” means a category of Creditors holding Affected Claims as described more fully in
ARTICLE 3 hereof;

“Class A Noteholders” means all holders of Class A Notes;

“Class A Notes” means the 11% senior secured notes due December 15, 2016, in the principal
amount of US$280,434,000, issued by Catalyst pursuant to the Class A Notes Indenture;
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“Class A Notes Indenture” means that certain indenture dated as of March 10, 2010, among
Catalyst, the guarantors party thereto, and the First Lien Notes Indenture Trustee, as amended,
modified or supplemented prior to the date hereof;

“Class B Noteholders” means all holders of Class B Notes;

“Class B Notes” means the Class B 11% senior secured notes due December 15, 2016, in the
principal amount of US$110,000,000, issued by Catalyst pursuant to the Class B Notes
Indenture;

“Class B Notes Indenture” means that certain indenture dated as of May 19, 2010, among
Catalyst, the guarantors party thereto, and the First Lien Notes Indenture Trustee, as amended,
modified or supplemented prior to the date hereof;

“Commencement Date” means January 31, 2012;

“Conditions Precedent” means those conditions precedent to the effectiveness of the Plan set
forth in Section 5.1 hereof;

“Consenting Noteholders” means the Initial Supporting Noteholders and all other Noteholders
that have signed a joinder to the Restructuring and Support Agreement;

“Convenience Cash Amount” means, in respect of the Allowed Claims of General Unsecured
Cash Creditors, cash in an amount equal to 50% of such Creditor’s Allowed Claim for
distribution purposes, subject to the Maximum Convenience Claims Pool and the terms hereof;

“Convenience Claim” means a General Unsecured Claim equal to or less than CAD $10,000;
“Convenience Creditor” means a holder of a Convenience Claim;

“Convenience Share Election” means an election made by a Convenience Creditor in
accordance with the terms of the Meetings Order to receive, in full and final satisfaction of his,
her or its Allowed Claim, such Creditor’s pro rata share of New Common Shares and Warrants
allocable to Unsecured Creditors pursuant to the Plan, which election shall be deemed a vote in
favour of the resolution to approve the Plan at the Unsecured Creditors Meeting to the extent of
such Creditor’s Allowed Claim;

“Convenience Share Election Creditor” means a Convenience Creditor who makes a
Convenience Share Election in accordance with the terms of the Meetings Order,

“Court” means the Supreme Court of British Columbia;

“Creditor” means any Person having a Claim and includes, without limitation, the transferee or
assignee of a transferred Claim that is recognized as a Creditor in accordance with paragraph 34
of the Claims Procedure Order, or a trustee, liquidator, receiver, manager, or other Person acting
on behalf of such Person;
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“Critical Supplier Order” means that certain Order of the Court, dated February 6, 2012, as
may be amended and restated;

“Critical Suppliers” shall have the meaning set forth in paragraph 25 of the Amended and
Restated Initial Order, as amended and restated in the Critical Supplier Order, and as may be
further amended and restated by Order of the Court;

“Critical Suppliers’ Charge” shall have the meaning set forth in paragraph 25 of the Amended
and Restated Initial Order, as amended and restated in the Critical Supplier Order, and as may be
further amended and restated by Order of the Court;

“D&O Charge” means the charge in favour of the directors and officers of the Debtors granted
pursuant to paragraph 29 of the Amended and Restated Initial Order, paragraph 3 of the Court’s
Order dated February 14, 2012, and paragraph 1 of the Court’s Order dated March 8, 2012, as
more particularly set out therein;

“Debtors” means Catalyst and the following subsidiaries of Catalyst: 0606890 B.C. Ltd.,
Catalyst Paper General Partnership, Catalyst Paper Energy Holdings Inc., Catalyst Pulp and
Paper Sales Inc., Catalyst Pulp Operations Limited, Catalyst Pulp Sales Inc., Elk Falls Pulp and
Paper Limited, Pacifica Poplars Ltd., Catalyst Paper Holdings Inc., Catalyst-Paper Recycling

Inc., Catalyst Paper (Snowflake) Inc., Catalyst Paper (USA) Inc., Pacifica Papers Sales Inc.,

Pacifica Papers USA Inc., Pacifica Poplars Inc. and The Apache Railway Company;

“DIP Agent” means JPMorgan Chase Bank, N.A., in its capacity as administrative agent under
the DIP Credit Agreement;

“DIP Credit Agreement” means that certain agreement dated as of February 7, 2012, among
the Debtors, the DIP Agent, and the DIP Lenders;

“DIP Facility” means the credit facility approved by the Court pursuant to paragraph 41 of the
Amended and Restated Initial Order;

“DIP Facility Claims” means all outstanding obligations owed to the DIP Lenders under the
DIP Credit Agreement;

“DIP Lenders” means the DIP Agent as lender and the other lenders from time to time party to
the DIP Credit Agreement; .

“DIP Lenders’ Charge” means the charge in favour of the DIP Lenders granted pursuant to
paragraph 45 of the Amended and Restated Initial Order, as more particularly set out therein;

“Director” means any Person who is or was, or may be deemed to be or have been, whether by
statute, operation of law or otherwise, a director of any one or more of the Debtors;

“Directors/Officers Claim” means any right or claim of any Person against one or more of the
Directors and/or Officers that relates to a Pre-Commencement Claim or a Restructuring Claim,
howsoever arising, for which the Directors and/or Officers are by statute or otherwise by law
liable to pay in their capacity as Directors and/or Officers or in any other capacity;

4
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“Disputed” means, with respect to an Affected Claim, the amount of an Affected Claim
(including a contingent Affected Claim which may crystallize upon the occurrence of an event or
events occurring after the Commencement Date) or such portion thereof which is not yet
Allowed, which is disputed and which is subject to adjudication in accordance with the Claims
Procedure Order;

“Disputed Claims Reserve” means the reserve, if any, to be established and maintained by the
Debtors or the Monitor, as applicable, which shall be initially comprised of the following:

a. cash in an aggregate amount equal to the sum of all Convenience Cash
Amounts payable pursuant to the terms hereof, subject to the Maximum
Convenience Claims Pool, that would have been distributed on the Initial
Distribution Date in respect of the Disputed Claims of General Unsecured
Cash Creditors, if such Disputed Claims had been Allowed Claims as of such
date; and

b. the New Common Shares and the Warrants that would have been distributed
on the Initial Distribution Date in respect of the Disputed Claims of
(i) General Unsecured Share Creditors and, (ii) solely to the extent the
Maximum Convenience Claims Pool is exceeded, General Unsecured Cash
Creditors, if such Disputed Claims had been Allowed Claims as of such date;

which amount, or such lesser amount as the Court may order, shall be held by the Debtors or the
Monitor, as applicable, in escrow for distribution in accordance with the Plan;

“Distribution Date” means the date or dates from time to time set in accordance with the
provisions of the Plan to effect distributions in respect of the Allowed Claims, including the
Final Distribution Date but excluding the Initial Distribution Date;

“DTC” means the Depositary Trust Company, through its nominee company Cede & Co,;

“Fffective Date” means the Business Day, which date shall be acceptable to the Majority Initial
Supporting Noteholders, in consultation with the Initial Supporting Unsecured Noteholders, and
in accordance with the Restructuring and Support Agreement, on which (i) the Conditions
Precedent have been satisfied, fulfilled or waived in accordance with the terms hereof, as
applicable, and (ii) the Monitor has completed and filed its certificate with the Court in
accordance with Section 5.3 hereof;

“Effective Time” means the time on the Effective Date when the Monitor has filed its certificate
with the Court in accordance with Section 5.3 hereof;

“Electing Noteholder” means any Noteholder who would otherwise have become a “control
person” under applicable Canadian securities laws immediately following the Effective Time
solely as a result of the Plan who elects, by giving notice in form and manner described in
Section 6.6 hereof, to receive the Exchange Warrants instead of Excess New Common Shares;

“Eligible Holder” means a holder of First Lien Notes or Unsecured Notes who is (a) a resident
of Canada for the purposes of the Tax Act and any applicable income tax treaty, holding First

5
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Lien Notes or Unsecured Notes that meet the definition of “eligible property” for the purposes of
the Tax Act, and who is not exempt from tax on income under the Tax Act, or (b) a non-resident
of Canada for the purposes of the Tax Act and any applicable income tax treaty, holding First
Lien Notes or Unsecured Notes that meet the definition of “eligible property” for the purposes of
the Tax Act, and who would be subject to Canadian tax in respect of any gain realized on the
disposition of First Lien Notes or Unsecured Notes under the Plan if no tax election described in
Section 6.4 hereof were made in respect of such disposition, or (c) a partnership if one or more
members of the partnership are described in (a) or (b);

“Equity Interests” means all common shares of Catalyst, including all options, warrants, rights
or similar instruments derived from, relating to or convertible, exchangeable or exercisable for
common shares, issued and outstanding as of the Effective Date immediately prior to the
Effective Time;

“Excess New Common Shares” means such New Common Shares that an Electing Noteholder
would have received immediately following the Effective Time that would have resulted in such
Electing Noteholder holding in excess of 20% of the total New Common Shares issued on the
Effective Date pursuant to the Plan;

“Exchange Warrants” means warrants exercisable commencing immediately after the Effective
Time for no additional consideration, pursuant to an agreement between Catalyst and an Electing
Noteholder, which agreement shall be in form and substance satisfactory to the Majority Initial
Supporting Noteholders and the Initial Supporting Unsecured Noteholders, entitling such
Electing Noteholder to acquire New Common Shares in an amount equal to the Excess New
~Common Shares such Electing Noteholder would otherwise have been entitled to receive
pursuant to the Plan had they not elected to receive such warrants;

“Existing Shareholders” means all holders of Equity Interests;

“Exit Facility” means, to the extent necessary, an exit financing facility acceptable to the
Majority Initial Supporting Noteholders, in consultation with the Initial Supporting Unsecured
Noteholders;

“Final Distribution Date” means a Business Day to be chosen by Catalyst, in consultation with
the Monitor and acceptable to the Majority Initial Supporting Noteholders, in consultation with
the Initial Supporting Unsecured Noteholders, on which the final distribution shall be made in
respect of Allowed Claims, which date shall be a date after all Disputed Claims have been finally
determined in accordance with the Claims Procedure Order;

“Final Order” means an Order, ruling or judgment of the Court, or any other court of competent
jurisdiction, which has not been reversed, modified or vacated, and is not subject to any stay or
appeal, and for which any and all applicable appeal periods have expired;

“Financial Advisor Charge” means the charge in favour of the Debtors’ financial advisors,
Perella Weinberg Partners L.P., granted pursuant to paragraph 12 of the Court’s Order dated
March 9, 2012, as more particularly set out therein;
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“First Lien Notes Indenture Trustee” means, collectively, Wilmington Trust, National
Association, as indenture trustee and Computershare Trust Company of Canada as collateral
trustee;

“First Lien Notes Indentures” means the Class A Notes Indenture and the Class B Notes
Indenture;

“First Lien Noteholders Meeting” means the meeting of the First Lien Noteholders to be held
on the Meeting Date for the purpose of considering and voting on the Plan pursuant to the
CCAA, and includes any adjournment, postponement or other rescheduling of such meeting in
accordance with the Meetings Order;

“Rirst Lien Noteholders” means all holders of First Lien Notes, including where applicable
beneficial holders of First Lien Notes;

“First Lien Notes” means, collectively, the Class A Notes and the Class B Notes;

“First Lien Notes Claims” means all Claims for amounts due in respect of the First Lien Notes,
including without limitation outstanding principal and the First Lien Notes Unpaid Interest;

“First Lien Notes Claims Class” means the Class comprising the First Lien Noteholders;

“First Lien Notes Unpaid Interest” means an amount equal to accrued and unpaid interest
under the First Lien Notes as of the Effective Date, such interest calculated using the applicable
interest rate under the First Lien Notes Indentures, which shall include, where applicable, interest
calculated at the default rate thereunder;

“General Unsecured Cash Creditor” means, collectively, (i) Convenience Creditors who have
not made a valid Convenience Share Election and (ii) Cash Election Creditors;

“General Unsecured Claims” means all Claims against any Debtor; including Convenience
Claims, but not including Unsecured Notes Claims, that have not otherwise been satisfied
through arrangements with the Debtors in accordance with the Amended and Restated Initial
Order;

“General Unsecured Creditors” means holders of General Unsecured Claims;

“General Unsecured Share Creditor” means, collectively, (i) General Unsecured Creditors
who are not Convenience Creditors and have not made a valid Cash Election and
(ii) Convenience Share Election Creditors;

“Governmental Priority Claims” means all Claims that fall within section 37 of the CCAA,

“Governmental Entity” means any government, regulatory authority, governmental
department, agency, commission, bureau, official, minister, Crown corporation, court, board,
tribunal or dispute settlement panel or other law, rule or regulation-making organization or
entity: (a) having or purporting to have jurisdiction on behalf of any nation, province, territory or
state or any other geographic or political subdivision of any of them,; or (b) exercising, or entitled
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or purporting to exercise any administrative, executive, judicial, legislative, policy, regulatory or
taxing authority or power;

“Indenture Trustees” means the First Lien Notes Indenture Trustee and the Unsecured Notes
Indenture Trustee;

“Information” means information set forth or incorporated in Catalyst’s public disclosure
documents filed with applicable Canadian securities regulators and the Securities and Exchange
Commission under applicable securities legislation prior to March 15, 2012, or otherwise
disclosed by Catalyst in writing to each of the Initial Supporting Noteholders under the
Restructuring and Support Agreement prior to March 15, 2012;

“Initial Distribution Date” means a Business Day, as soon as practicable after the Effective
Date, to be chosen by Catalyst, in consultation with the Monitor and acceptable to the Majority
Initial Supporting Noteholders, in consultation with the Initial Supporting Unsecured
Noteholders, on which the first distribution shall be made in respect of Allowed Claims;

“Initial Supporting First Lien Noteholders” means each First Lien Noteholder who has
executed the Restructuring and Support Agreement as of March 11, 2012, in respect of its First
Lien Notes; :

“Initial Supporting Noteholders” means the Initial Supporting First Lien Noteholders and the
Initial Supporting Unsecured Noteholders;

“Initial Supporting Unsecured Noteholders” means each Unsecured Noteholder who has
executed the Restructuring and Support Agreement as of March 11, 2012, in respect of its
Unsecured Notes;

“Intercompany Claim” means any Claim of a Debtor against another Debtor or a non-Debtor
Subsidiary against a Debtor; '

“KERP” means Catalyst’s key employee retention plan as approved by Order of this Court
made March9, 2012, and as shall be further amended as a Condition Precedent to the
implementation of the Plan as set forth in Subsection 5. 1(p) hereof:

“KERP Charge” means the charge in favour of the employee beneficiaries of the KERP granted
pursuant to paragraph 6 of the Court’s Order dated March 9, 2012, as more particularly set out
therein; :

“Law” or “Laws” means all federal, state and provincial codes, conventions, laws, ordinances,
policies, by-laws, statutes, rules, regulations, principles of law and equity, orders, rulings,
ordinances, judgments, injunctions, determinations, awards, decrees or other requirements and
the terms and conditions of any grant of approval, permission, authority or license of any
Governmental Entity or self-regulatory authority (including the TSX), and the term “applicable”
with respect to such laws means such laws as are applicable to the referenced party or its
business, undertaking, property or securities and emanate from a person having jurisdiction over
the party or parties or its or their business, undertaking, property or securities;
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“Lien” means any valid and enforceable mortgage, charge, pledge, assignment by way of
security, lien, hypothec, security interest, deemed trust or other encumbrance granted or arising
pursuant to a written agreement or statute or otherwise created by law;

“Management Incentive Plan” means any new management incentive plan approved by the
new board of directors of reorganized Catalyst after the Effective Date;

“Majority Initial Supporting Noteholders” means a majority of the Noteholders who executed
the Restructuring and Support Agreement as of March 11, 2012, where each such Noteholder
will have one vote and a majority of votes will govern;

“Material Adverse Effect” means an event, change or occurrence that, individually or together
with any other event, change or occurrence, has a material adverse impact on the financial
condition, business or results of operations of the Catalyst Companies (taken as a whole) and
shall include, without limitation, the disposition by any of the Catalyst Companies of any
material asset without the prior written consent of the Consenting Noteholders; provided,
however, that a Material Adverse Effect shall not include and shall be deemed to exclude the
impact of: (A) changes in Laws of general applicability or interpretations thereof by courts or
governmental or regulatory authorities, (B) any change in the paper industry generally, which
does not disproportionately adversely affect the Catalyst Companies, (C) actions and omissions
of the Catalyst Companies taken with the prior written consent of the Majority Initial Supporting
Noteholders, in consultation with the Initial Supporting Unsecured Noteholders, (D) the effects
of compliance with the Restructuring and Support Agreement, including on the operating
performance of the Catalyst Companies, (E) the negotiation, execution, delivery, performance,
consummation, potential consummation or public announcement of the Restructuring and
Support Agreement or the transactions contemplated by the Restructuring and Support
Agreement, (F) changes in the market price or trading volume of the First Lien Notes, Unsecured
Notes or Equity Interests (it being understood that any cause of any such change may be taken
into consideration when determining whether a Material Adverse Effect has occurred); (G) any
change in U.S. or Canadian interest rates or currency exchange rates unless such change has a
disproportionate effect on the Catalyst Companies; (H) the CCAA Proceedings, the Chapter 15
Proceedings and related costs and expenses being incurred by Catalyst; (I) Catalyst entering into
the DIP Credit Agreement; and (J) Catalyst’s common shares being suspended from trading then
delisted from the TSX effective March 8, 2012 ;

“Maximum Convenience Claims Pool” means CAD $2,500,000, funded by the Debtors, which
is the aggregate amount of cash available to pay all Convenience Cash Amounts;

“Meeting Date” means April 23, 2012;

“Meetings” means, collectively, the Unsecured Creditors Meeting and the First Lien
Noteholders Meeting;

“Meetings Order” means the Order of the Court dated March 21, 2012, settihg the Meeting
Date, approving the procedures for the Meetings, and authorizing the dissemination of the
documents relating thereto;
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“Monitor” means PricewaterhouseCoopers Inc., in its capacity as Court-appointéd Monitor
pursuant to the Amended and Restated Initial Order;

“New ABL Facility” means any new ABL facility entered into on the Effective Date, acceptable
to the Majority Initial Supporting Noteholders, in consultation with the Initial Supportin
JOTity P g )

Unsecured Noteholders;
“New ABL Facility Lender” means the lender(s) under the New ABL Facility;

“New Common Shares” means the new common shares of reorganized Catalyst to be issued
pursuant to Section 6.2 hereof;,

“New First Lien Coupon Notes” means the secured, first lien coupon notes to be issued on the
Effective Date pursuant to Section 6.2 hereof,

“New First Lien Notes” means the secured, first lien notes to be issued on the Effective Date
pursuant to Section 6.2 hereof;,

“New First Lien Notes Indenture” means the indenture, dated as of the Effective Date, among
Catalyst, the guarantors party thereto, and the First Lien Notes Indenture Trustee, pursuant to
which the New First Lien Notes and the New First Lien Coupon Notes will be issued, as may be
amended, modified or supplemented, which shall be in form and substance acceptable to the
Majority Initial Supporting Noteholders and the First Lien Notes Indenture Trustee;

“New First Lien Notes Security” means the guarantees and security to be provided under the
New First Lien Notes Indenture;

“New Labour Contracts” means the new labour agreements to be ratified by the Pulp, Paper
and Woodworkers Union of Canada (“PPWC”) and the Communications, Energy and
Paperworkers Union of Canada (“CEP”); :

“Noteholders” means, collectively, the First Lien Noteholders and the Unsecured Noteholders;

“Officer” means .any Person who is or was, or may be deemed to be or have been, whether by
statute, operation of law or otherwise, an officer of any one or more of the Debtors;

“Order” means any order of the Court, or another court of competent jurisdiction, in these
proceedings;

“Person” means any individual, firm, partnership, joint venture, venture capital fund,
association, trust, trustee, executor, administrator, legal personal representative, estate, group,
body corporate (including a limited liability company and an unlimited liability company),
corporation, unincorporated association or organization, governmental authority, syndlcate or
other entity, whether or not having legal status;

“Plan” means this Plan of Compromise and Arrangement filed by the Debtors pursuant to the
CCAA, including the Schedules hereto, as may be amended, varied or supplemented hereafter in
accordance with the terms hereof or made at the direction of the Court in the Sanction Order with
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the consent of the Majority Initial Supporting Noteholders, in consultation with the Initial
Supporting Unsecured Noteholders; '

“Plan Equity Value” means $74,500,000;

“Plan Securities” means the New Common Shares, the New First Lien Notes, the New First
Lien Coupon Notes, any Exchange Warrants and the Warrants, to be issued pursuant to Section
6.2 hereof and distributed pursuant to Section 6.3 hereof;

«Post-Filing Interest and Costs” means all interest other than the Unpaid Interest accrued or
accruing on or after the Commencement Date on or in respect of an Affected Claim and all costs
and expenses incurred on or after Commencement Date pursuant to or in respect of an Affected
Claim;

«pre-Commencement Claim” means any right or claim of any Person that may be asserted or
made in whole or in part against the Debtors (or any of them), whether or not asserted or made,
in connection with any indebtedness, liability or obligation of any kind whatsoever, and any
interest accrued thereon or costs payable in respect thereof, in existence on, or which is based on,
an event, fact, act or omission which occurred in whole or in part prior to the Commencement
Date, at law or in equity, by reason of the commission of a tort (intentional or unintentional), any
breach of contract or other agreement (oral or written), any breach of duty (including, without
 limitation, any legal, statutory, equitable or fiduciary duty), any right of ownership of or title to
property or assets or right to a trust or deemed trust (statutory, express, implied, resulting,
constructive or otherwise) or for any reason whatsoever against any of the Debtors or any their
property or assets, and whether or not any indebtedness, liability or obligation is reduced to
judgment, liquidated, unliquidated, fixed, contingent, matured, unmatured, disputed, undisputed,
legal, equitable, secured, unsecured, present, future, known or unknown, by guarantee, surety or
otherwise, and whether or not any right or claim is executory or anticipatory in nature including
any right or ability of any Person to advance a claim for contribution or indemnity or otherwise
with respect to any matter, action, cause or chose in action whether existing at present or
commenced in the future, together with any other rights or claims not referred to above that are
or would be claims provable in bankruptcy had the Debtors (or any one of them) become
bankrupt on the Commencement Date, and for greater certainty, includes any Tax Claim;
provided, however, that “Pre-Commencement Claim” shall not include an Unaffected Claim;

“Prior CBCA Proceeding” means the Debtors’ in and out of court restructuring efforts pursuant
to the CBCA, including the formulation, preparation, dissemination, and negotiation of a plan of
arrangement and the filing of a proceeding in this Court;

“Proof of Claim” means the form to be completed and filed by a Creditor, in accordance with
the Claims Procedure Order, setting forth its proposed Claim(s);

“Record Date” means March 16, 2012;

“Registered Shareholder” means a holder of Equity Interests as shown on the securities register
maintained by or on behalf of Catalyst;
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“Released Parties” means, collectively, each in their respective capacities as such, (i) the
Officers, employees, legal and financial advisors, and other representatives of the Debtors as of
the Commencement Date; (ii) the Directors and their legal and financial advisors; (iii) the First
Lien Notes Indenture Trustee, the First Lien Notes Indenture Trustee’s legal advisors, and the
First Lien Noteholders; (iv) the members of the Steering Group and any other Initial Supporting
Noteholders and their legal and financial advisors; (v)the Initial Supporting Unsecured
Noteholders and their legal and financial advisors; (vi) the Unsecured Notes Indenture Trustee
and the Unsecured Noteholders; (vii) the Monitor and their legal advisors; and (viii) current and
former holders of Equity Interests;

“Required Majority” means, with respect to each Voting Class, a majority in number of
Affected Creditors who represent at least two-thirds in value of the Allowed Claims of Affected
Creditors who actually vote or are deemed to have voted pursuant to the Meetings Order on the
resolution approving the Plan (in person, by proxy or by ballot) at the Meetings, which tally may
include, subject to an Order of the Court which may be sought after the Meeting Date, the

Claims of other Unsecured Creditors that may be deemed by such Order to vote in favour of the -

resolution approving the Plan;

“Restructuring and Support Agreement” means the Restructuring and Support Agreement,
dated March 11, 2012, among Catalyst, certain of its Subsidiaries, and the Consenting
Noteholders;

“Restructuring Claim” means any right or claim of any Person against the Debtors (or any one
of them) in connection with any indebtedness, liability or obligation of any kind whatsoever
owed by the Debtors (or any one of them) to such Person arising out of the restructuring,
disclaimer, resiliation, termination, or breach on or after the Commencement Date of any
contract, employment agreement, lease or other agreement or arrangement, whether written or
oral, and whether such restructuring, disclaimer, resiliation, termination or breach took place or
takes place before or after the date of the Claims Procedure Order, and includes for greater
certainty any right or claim of an employee of any of the Debtors arising from a termination of
its employment after the Commencement Date; provided, however, that “Restructuring Claim”
shall not include an Unaffected Claim;

“Restructuring Expenses” means the expenses provided for in Section 6.11 hereof;,

“Sanction Order” means an Order by the Court under the CCAA to, among other things,
sanction, authorize and approve the Plan, in a form and substance satisfactory to the Majority
Initial Supporting Noteholders, in consultation with the Initial Supporting Unsecured
Noteholders; ‘

“Securities” means the First Lien Notes, the Unsecured Notes, and the Equity Interests;
“Steering Group” means the steering group of the First Lien theholders;

“Subsidiaries” means corporations or other Persons in which Catalyst has a direct or indirect
controlling equity interest, including any subsidiary body corporate as defined in the CBCA;
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“Tax” or “Taxes” means any and all amounts subject to a withholding or remitting obligation
and any and all taxes, duties, fees, and other governmental charges, duties, impositions and
liabilities of any kind whatsoever whether or not assessed by the Taxing Authorities (including
any Claims by any of the Taxing Authorities), including all interest, penalties, fines, fees, other
charges and additions with respect to such amount;

“Tax Act” means the Income Tax Act (Canada), as amended,

“Tax Claim” means any Claim against the Debtors (or any of them) for any Taxes in respect of
any taxation year or period ending on or prior to the Commencement Date, and in any case
where a taxation year or period commences on or prior to the Commencement Date, for any
Taxes in respect of or attributable to the portion of the taxation period commencing prior to the
Commencement Date and up to and including the Commencement Date. For greater certainty, a
Tax Claim shall include, without limitation, any and all Claims of any Taxing Authorty in
respect of transfer pricing adjustments and any Canadian or non-resident Tax related thereto;

“Taxing Authorities” means Her Majesty the Queen, Her Majesty the Queen in right of Canada,
Her Majesty the Queen in right of any province or territory of Canada, the Canada Revenue
Agency, any similar revenue or taxing authority of each and every province or territory of
Canada and any political subdivision thereof, and any Canadian or foreign governmental
authority, and “Taxing Authority” means any one of the Taxing Authorities;

“TSX” means the Toronto Stock Exchange;
“Unaffected Claim” means, subject to further order of the Court:

a. any right or claim of any Person that may be asserted or made in whole or in
part against the Debtors (or any of them) in connection with any indebtedness,
liability or obligation of any kind which arose in respect of obligations first
incurred on or after the Commencement Date (other than Restructuring
Claims and Directors/Officers Claims) and any interest thereon, including any
obligation of the Debtors toward creditors who have supplied or shall supply
services, utilities, goods or materials or who have or shall have advanced
funds to the Debtors on or after the Commencement Date, but only to the
extent of their claims in respect of the supply of such services, utilities, goods,
materials or funds on or after the Commencement Date;

b. any Claim secured by any CCAA Charge,

c. that portion of a Claim arising from a cause of action for which the Debtors
are covered by insurance, but only to the extent of such coverage;

d. any ABL Facility Claim;
e. any DIP Facility Claim;

f. any Intercompany Claim;
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g. any Claim referred to in sections 6(3), 6(5) and 6(6) of the CCAA;

h. any Governmental Priority Claim;

e

any claims with respect to reasonable fees and disbursements of counsel of
any Debtor, the Monitor, a Claims Officer, any Assistant (as defined in
paragraph 5 of the Amended and Restated Initial Order), or any financial
advisor retained by any of the foregoing, as approved by the Court to the
extent required;

j. any Claim of any employee of the Debtors (or any of them) employed by the
Debtors (or any of them) as of the Commencement Date, but only in respect
of a Claim for wages, including vacation pay and banked time;

k. any Claim secured by a Lien other than the First Lien Notes Claims; and

. any Claim existing on the Commencement Date that has been satisfied, cured
or rectified on or before the date of the Sanction Order;

“Unpaid Interest” means, collectively, the First Lien Notes Unpaid Interest and the Unsecured
Notes Unpaid Interest;

“Unsecured Claims” means the Unsecured Notes Claims and the General Unsecured Claims,
including Convenience Claims;

“Unsecured Claims Class” means the Class comprising the Unsecured Claims;

“Unsecured Creditors” means the Unsecured Noteholders and the General Unsecured
Creditors; :

“Unsecured Creditors Meeting” means the meeting of the Unsecured Creditors to be held on
the Meeting Date for the purpose of considering and voting on the Plan pursuant to the CCAA,
and includes any adjournment, postponement or other rescheduling of such meeting;

“Unsecured Noteholders” means all holders of Unsecured Notes, including where applicable
beneficial holders of Unsecured Notes;

“Unsecured Notes” means the 7% % senior notes due March 1, 2014, in the principal amount of
$250,000,000 issued by Catalyst pursuant to the Unsecured Notes Indenture;

“Unsecured Notes Claims” means all Claims for amounts due in respect of the Unsecured
Notes, including without limitation outstanding principal and the Unsecured Notes Unpaid
Interest;

“Unsecured Notes Indenture” means that certain indenture, dated as of March 23, 2004, among

Catalyst, the guarantors party thereto and the Unsecured Notes Indenture Trustee, as trustee, as
amended, modified or supplemented prior to the date hereof:
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“Unsecured Notes Indenture Trustee” means Wells Fargo Bank, National Association;

“Unsecured Notes Unpaid Interest” means an amount equal to the accrued and unpaid interest
under the Unsecured Notes as of the Effective Date, such interest calculated using the applicable

contract rate under the Unsecured Notes Indenture;

“U.S. Bankruptcy Code” means title 11 of the United States Code, as amended;

“U.S. Court” means the United States Bankruptcy Court for the District of Delaware;
“Voting Classes” means the Unsecured Claims Class and the First Lien Notes Claims Class;

“Warrants” means the warrants, with a cashless exercise feature, exercisable in the four year
period following the Effective Date for 15% of the fully diluted New Common Shares as of the
Effective Date at a strike price equal to the Plan Equity Value plus 50%, to be issued on the
Effective Date pursuant to Section 6.2 hereof; and

“Warrant Agreement” means the indenture to be entered into among Catalyst and a trustee
designated by the Debtors, the Majority Initial Supporting Noteholders, and the Initial
Supporting Unsecured Noteholders, on or before the Effective Date, pursuant to which the
Warrants will be issued, as may be amended, modified or supplemented, which shall be in form
and substance satisfactory to the Majority Initial Supporting Noteholders and the Initial
Supporting Unsecured Noteholders.

Section 1.2 Accounting Terms.

All accounting terms not otherwise defined herein shall have the meaning ascribed to
them in accordance with Canadian generally accepted accounting principles including those
prescribed by the Canadian Institute of Chartered Accountants.

Section 1.3 Artiéles of Reference

2

The terms “hereof”, “hereunder”, “herein” and similar expressions refer to the Plan and
not to any particular article, section, subsection, clause or paragraph of the Plan and include any
agreements supplemental hereto. In the Plan, a reference to an article, section, subsection, clause
or paragraph shall, unless otherwise stated, refer to an article, section, subsection, clause or
paragraph of the Plan.

Section 1.4  Interpretation Not Affected by Headings

The division of the Plan into articles, sections, subsections, clauses and paragraphs and
the insertion of a table of contents and headings are for convenience of reference only and shall
not affect the construction or interpretation of the Plan.

15

3167322_12|Van_Docs



Section 1.5  Date for Any Action

In the event that any date on which any action is required to be taken hereunder is not a
Business Day, such action shall be required to be taken on the next succeeding day which is a

Business Day.
Section 1.6 Time

All times expressed herein are local time in Vancouver, British Columbia, Canada unless
otherwise stipulated.

Section 1.7 Definitions'in the CCAA

A word or words with initial capitalized letters used herein and not defined herein but
defined in the CCAA shall have the meaning ascribed thereto in the CCAA as of the date hereof
unless the context otherwise requires.

Section 1.8 Number, Etc.

In the Plan, where the context requires, a word Aimporting the singular number shall
include the plural and vice versa; a word or words importing gender shall include all genders and
the words “including” and “includes” mean “including (or includes) without limitation”.

Section 1.9  Currency

Unless otherwise specified, all references to monetary amounts are to lawful currency of
the United States of America. All Affected Claims denominated in a currency other than U.S.
Dollars shall, for the purposes of the Plan, be converted to and shall constitute obligations in U.S.
dollars, such calculation to be effected using the Bank of Canada noon spot rate on the
Commencement Date (exchange rate conversion on such date was: USD $1.00 = CAD $1.0052).

Section 1.10 Statutory References

Except as provided herein, any reference in the Plan to a statute includes all regulations
and rules made thereunder, all amendments to such statute, regulation or rules in force from time
to time, and any statute, regulation or rule that supplements or supersedes such statute or
regulation.

Section 1.11 Governing Law

The Plan shall be governed by and construed in accordance with the Laws of the
Province of British Columbia and the federal Laws of Canada applicable thereto. All questions
as to the interpretation or application of the Plan and all proceedings taken in connection with the
Plan shall be subject to the exclusive jurisdiction of the Court.
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ARTICLE 2 ,
PURPOSE AND EFFECT OF PLAN

Section 2.1  Purpose

The purpose of the Plan is to effect a compromise of Affected Claims to enable the
Debtors’ businesses to continue, and to maximize the recovery of the Debtors’ Creditors.
Ensuring the continuance of the Debtors’ businesses will significantly benefit all stakeholders,
including the Debtors’ many current and former employees, trade suppliers, customers, and the
communities in which the Debtors operate. The successful implementation of this Plan will
provide greater benefits to all Persons with an economic interest in the Debtors than would result
- from the bankruptcy of the Debtors, which benefits will have far-reaching positive effects on the
economy as a whole.

Section 2.2  Agreement

The Plan is made pursuant and subject to the provisions of the Restructuring and Support
Agreement.

Section 2.3  Affected Creditors

On the Effective Date, the Plan will be binding on each Debtor and all Affected Creditors
to the extent of their Affected Claims.

Section 2.4  Existing Shareholders

On the Effective Date, the Plan will be binding on Catalyst and all Existing Shareholders.
Existing Shareholders shall not receive a distribution under the Plan or otherwise recover
anything in respect of their Equity Interests. All existing Equity Interests shall be cancelled and
extinguished on the Effective Date.

Section 2.5 Unaffected Persons

Holders of Unaffected Claims will not be affected, to the extent of their Unaffected
Claims, by the compromises set out in the Plan.

ARTICLE 3
CLASSIFICATION AND TREATMENT OF AFFECTED CLAIMS

Section 3.1 Classification of Affected Claims

All Affected Claims are classified into two Voting Classes—the First Lien Notes Claims
Class and the Unsecured Claims Class.

The First Lien Notes Claims Class consists of the First Lien Notes Claims. The
Unsecured Claims Class consists of both the Unsecured Notes Claims and the General
Unsecured Claims.
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Section 3.2  Treatment of Affected Claims
An Affected Claim shall receive distributions as set forth below only to the extent that
such Claim is an Allowed Claim and has not been paid, released, or otherwise satisfied prior to

the Effective Date,

First Lien Notes Claims Class

a. The First Lien Notes Claims shall be an Allowed Claim, and for the purposes
of distribution shall be in the aggregate principal amount of $384,534,000,
comprised of (i) $280,434,000 on account of the Class A Notes and
(11) $104,100,000 on account of the Class B Notes, plus the First Lien Notes
Unpaid Interest.

b. On or as soon as reasonably practicable after the Effective Date, the First Lien
Notes shall be cancelled, and in full and final satisfaction of and in exchange
for all Allowed First Lien Notes Claims,

1. . each Class A Noteholder shall receive:

1) in respect of the principal amount of such holder’s Class A
Notes, its pro rata share of:

a. the New First Lien Notes in the aggregate principal
amount of $237,000,000,

b. 8,751,960 New Common Shares (which shall equal
58.3464% of the New Common Shares), subject to
dilution only from New Common Shares granted to
holders of the Warrants, and any Management
Incentive Plan, and

2) in respect of the accrued and unpaid interest on such holder’s
Class A Notes, its pro rata share of the New First Lien
Coupon Notes in the aggregate principal amount equal to the
First Lien Notes Unpaid Interest in respect of the Class A
Notes; and

ii.  each Class B Noteholder shall receive:

1) in respect of the principal amount of such holder’s Class B
Notes, its pro rata share of

a. the New First Lien Notes in the aggregate principal
amount of $88,000,000,

b. 3,248,040 New Common Shares (which shall equal
21.6536% of the New Common Shares), subject to
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dilution only from New Common Shares granted to
holders of the Warrants, and any Management
Incentive Plan, and

2) in respect of the accrued and unpaid interest on such holder’s
Class A Notes, its pro rata share of the New First Lien
Coupon Notes in the aggregate principal amount equal to the
First Lien Notes Unpaid Interest in respect of the Class B
Notes.

Unsecured Claims Class

Unsecured Notes Claims

a. The Unsecured Notes Claims shall be an Allowed Claim, and for the purposes
of distribution shall be in the aggregate principal amount of $250,000,000 plus
the Unsecured Notes Unpaid Interest.

b. On or as soon as reasonably practicable after the Effective Date, the
Unsecured Notes shall be cancelled and, in full and final satisfaction of and in
exchange for all allowed Unsecured Notes Claims, each Unsecured
Noteholder shall receive its pro rata share (calculated by reference to the
aggregate amount of all Unsecured Notes Claims plus all Allowed General
Unsecured Claims) of:

i. 3,000,000 New Common Shares (which shall equal 20% of the New

- Common Shares), subject to dilution only from New Common Shares

granted to holders of the Warrants, and any Management Incentive
Plan, and

ii.  the Warrants.
General Unsecured Claims

a. On or as soon as reasonably practicable after the Effective Date, in full and
final satisfaction of and in exchange for all Allowed General Unsecured
Claims, each holder of an Allowed General Unsecured Claim shall receive:

1. if such holder is a General Unsecured Share Creditor, its pro rata share
(calculated by reference to the aggregate amount of all Unsecured
Notes Claims plus all Allowed General Unsecured Claims) of*

1) 3,000,000 New Common Shares (which shall equal 20% of
the New Common Shares), subject to dilution only from New
Common Shares granted to holders of the Warrants, and any
Management Incentive Plan, and

2) the Warrants; or
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it.  if such holder is a General Unsecured Cash Creditor:

1) such holder’s Convenience Cash Amount, to an aggregate
limit of the Maximum Convenience Claims Pool, or, if
applicable,

2) to the extent that the aggregate of all Convenience Cash
Amounts would exceed the Maximum Convenience Claims
Pool:

a. in respect of two (2) times the amount of cash to be
received, such holder’s pro rata share of the
Maximum Convenience Claims Pool, and

b. in respect of the balance of such holder’s Allowed
Claim, such holder’s pro rata share (calculated by
reference to the aggregate amount of all Unsecured
Notes Claims plus all Allowed General Unsecured
Claims) of the following Plan Securities otherwise
allocable to General Unsecured Creditors:

1. New Common Shares, and
it. the Warrants.

New Common Shares that would otherwise have been allocable to General Unsecured Cash
Creditors shall not be issued under the Plan. Such non-issuance will result in an adjustment to
the number of New Common Shares to be issued and the percentage distribution to Creditors set
forth in this Section 3.2.

Section 3.3  Voting by Affected Creditors

First Lien Noteholders shall be entitled to attend and vote at the First Lien Noteholders
Meeting. Unsecured Creditors, including Unsecured Noteholders and General Unsecured
Creditors (including Convenience Creditors) shall be entitled to attend and vote at the Unsecured
Creditors Meeting; provided, however, that, in accordance with the Meetings Order, Creditors
who have made a valid Cash Election or Convenience Share Election shall be deemed to vote in
favour of the Plan and shall not be entitled to vote at the Unsecured Creditors Meeting. For
greater certainty, only those Noteholders who have beneficial ownership of a Claim as of the

Record Date shall be entitled to vote at the Meetings pursuant to and in accordance with the
Meetings Order. '

Affected Creditors with Disputed Claims shall be entitled to attend the Meetings and cast
a vote in respect of the Plan. The Monitor shall keep a separate record and tabulation of any
votes cast in respect of Disputed Claims. The Monitor shall report the result of the vote and the
tabulation of votes of Allowed Claims and Disputed Claims to the Court and, if the decision by
Affected Creditors whether to approve or reject the Plan is affected by the votes cast in respect of
the Disputed Claims, Catalyst shall seek direction from the Court in respect thereof. The fact that
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a Disputed Claim is allowed for voting purposes shall not preclude Catalyst or the Monitor from
disputing the Disputed Claim for distribution purposes.

Section 3.4  Approval by Affected Creditors

In order to be approved by the Affected Creditors, the Plan must receive an affirmative
vote, in accordance with the provisions of the Meetings Order, by the Required Majority in each
Voting Class.

Section 3.5 Unaffected Claims

Notwithstanding anything to the contrary herein, no Unaffected Creditor shall be entitled
to vote or receive any distributions under the Plan in respect of such Unaffected Claim. Nothing
in the Plan shall affect the Debtors’ rights and defences with respect to any Unaffected Claim.

Section 3.6 Disputed Claims

Affected Creditors with Disputed Claims on the Effective Date shall not be entitled to
receive any distribution hereunder with respect to such Disputed Claims unless and until such
Claim becomes an Allowed Claim. A Disputed Claim shall be referred for resolution in the
manner set out in the Claims Procedure Order. Distributions pursuant to Section 6.5 shall be
paid in respect of any Disputed Claim that is finally resolved or settled and becomes an Allowed
Claim in accordance with the Claims Procedure Order.

Section 3.7 Extinguishment of Claims

As of and from the Effective Time and in accordance with the provisions of the Sanction
Order, the treatment of Affected Claims under the Plan (including Allowed Claims and Disputed
'Claims) shall be final and binding on the Debtors and all Affected Creditors (and their respective
heirs, executors, administrators, legal personal representatives, successors and assigns) and all
Affected Claims shall be released and discharged as against the Debtors and the Debtors shall
thereupon be released from all Affected Claims, other than the obligations of the Debtors to
make payments in the manner and to the extent provided for in the Plan; provided, however, that
such discharge and relcasc shall be without prejudice to the right of a holder of a Disputed Claim
to prove such Disputed Claim so that such Disputed Claim becomes an Allowed Claim entitled
to receive consideration under Section 6.3 hereof.

Section 3.8 Set Off

Despite any other provision of the Plan, the law of set off applies to all claims made by or
against a Debtor (including Claims) to the same extent as if such Debtor were plaintiff or
defendant, as the case may be. However, a Person may only set off as against a Claim, including
a Restructuring Claim, an obligation of such Person to the Debtor (that is otherwise the proper
subject of set off) and that existed on or before the Commencement Date and a Person may only
set off as against a claim by such Person against a Debtor arising after the Commencement Date,
an obligation of such Person to such Debtor arising after the Commencement Date (that is
otherwise the proper subject of set off).
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Section 3.9  Governmental Priority Claims

Within six months after the date of the Sanction Order, each Debtor incorporated in
Canada shall pay in full to any applicable Governmental Entities all amounts that were
outstanding at the Commencement Date and are of a kind that could be subject to a demand
under:

a. subsection 224(1.2) of the Tax Act;

b. any provision of the Canada Pension Plan or of the Employment Insurance
Act that refers to subsection 224(1.2) of the Tax Act and provides for the
collection of a contribution, as defined in the Canada Pension Plan, or an
employee’s premium, or employer’s premium, as defined inthe Employment
Insurance Act, or a premium under Part VIL1 of that Act, and of any related
interest, penalties or other amounts; or

c. any provision of provincial legislation that has a similar purpose to
subsection 224(1.2) of the Tax Act, or that refers to that subsection, to the
extent that it provides for the collection of a sum, and of any related interest,
penalties or other amounts, where the sum:

i.  has been withheld or deducted by a person from a payment to another
person and is in respect of a tax similar in nature to the income tax
imposed on individuals under the Tax Act; or

1. is of the same nature as a contribution under the Canada Pension Plan
if the province is a “province providing a comprehensive pension
plan” as defined in subsection 3(1) of the Canada Pension Plan and
the provincial legislation establishes a “provincial pension plan” as
defined in that subsection. :

ARTICLE 4
SANCTION ORDER

Section 4.1  Application for Sanction Order

As soon as reasonably practicable following the approval of the Plan by the Required
Majorities, the Debtors shall bring a motion seeking the Sanction Order for prompt hearing by
the Court and in accordance with the timeline set forth in the Restructuring and Support
Agreement.
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Section 4.2  Effect of the Sanction Order

In addition to approving and sanctioning the Plan, and subject to the discretion of the
Court, the Sanction Order shall, among other things and without limitation:

a. declare that:

i, the Plan has been approved by the Required Majorities of Affected
Creditors in conformity with the CCAA;

ii.  the Debtors have complied with the provisions of the CCAA and
the Orders made in the CCAA Proceedings in all respects;

iii.  the Court is satisfied that the Debtors have not done nor purported
‘ to do anything that is not authorized by the CCAA; and

iv.  the Plan and transactions contemplated thereby are procedurally
and substantively fair and reasonable to Affected Creditors;

b. direct and authorize the Debtors and the Monitor to fulfill their obligations
under the Plan, including to complete the transactions and distributions
contemplated under the Plan;

c. confirm the effect of the Claims Procedure Order, including, without
limitation, the effect of the Claims Bar Date, and the releases, waivers,
injunctions and prohibitions provided thereunder;

d. confirm the effect of the Meetings Order;

e. effective on the Effective Date, declare that the compromises, waivers,
releases and injunctions effected by the Plan are approved, binding, and
effective as herein set out on all Affected Creditors, Existing Shareholders,
and all other Persons affected by the Plan;

f continue the stay of proceedings contained in the Amended and Restated
Initial Order until the CCAA Proceedings are terminated by Order of the
Court;

g. confirm that the CCAA Charges as provided in the Amended and Restated
Initial Order shall continue in effect until such time as the CCAA Proceedings
are terminated and all obligations secured thereby are paid in full or as may be
otherwise secured, satisfied or arranged;

~ h. effective on the Effective Date, upon completion of the distribution of the
Plan Securities pursuant to the Plan to the applicable Affected Creditors or
into the Disputed Claims Reserve, and except as otherwise provided in the
Plan, declare that all notes, shares, instruments, certificates, indentures,
guarantees, and other documents or agreements evidencing the First Lien
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Notes Claims, the Unsecured Notes Claims, and Equity Interests, including,
without limitation, the First Lien Notes, the Unsecured Notes, the First Lien
"Notes Indentures, and the Unsecured Notes Indenture, are deemed cancelled
and are of no further force or effect, whether surrendered for cancellation or
otherwise, and the obligations of the Debtors thereunder or in any way related
- thereto are satisfied and discharged, except to the extent expressly set forth in
Section 6.07 of the Unsecured Notes Indenture and Section 6.06 of the First
Lien Notes Indenture;

declare that the First Lien Notes Indenture Trustee shall be authorized to
release, and shall release, the property and other assets included in the
Collateral (as such term is defined in the First Lien Notes Indenture) from the
Liens created by the Collateral Documents (as such term is defined in the First
Lien Notes Indenture), in accordance with Section 13.07 of the First Lien
Notes Indenture, subject to paragraph (h) above;

effective as of the Effective Date, release all Post-Filing Interest and Costs;

declare that the appointment of the Claims Officer shall cease as of the
Effective Time except with respect to matters to be completed pursuant to the
Plan after the Effective Time (including the resolution of any Disputed Claims
pursuant to the Claims Procedure Order),

declare that, as of and from the Effective Time and except to the extent
expressly contemplated by the Plan, all obligations or agreements to which
any Debtor is a party (including all equipment leases and real property leases)
shall be and remain in full force and effect, unamended as of the Effective
Date, unless terminated, disclaimed or repudiated by a Debtor in the CCAA
Proceedings, and no Person who is a party to any such obligation or
agreement shall, on or after the Effective Date, accelerate, terminate, rescind,
refuse to renew, refuse to perform or otherwise repudiate its obligations
thereunder, or enforce or exercise, or purport to enforce or exercise, any right
(including any right of set off, combination of accounts, dilution, buy out,
* divestiture, forced purchase or sale option or other remedy) or make any
demand under or in respect of any such obligation or agreement, by reason of:

i.  any event or events which occurred on or before the Effective Date
and is not continuing after the Effective Date or which is or
continues to be suspended or waived under the Plan, which would
have entitled any party thereto to enforce such rights or remedies
(including defaults or events of default arising as a result of the
insolvency of any Debtor);

ii.  any Debtor having sdught or obtained relief under the CCAA; or

ili. any compromises, arrangements, reorganizations or transactions
effected pursuant to the Plan; and
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m. effective on the Effective Date, permanently enjoin the commencement or
prosecution, whether directly, dertvatively or otherwise, of any demands,
claims, actions, counterclaims, suits, judgements, or other remedy or recovery
with respect to any indebtedness, liability, obligation or cause of action
released, discharged or terminated pursuant to the Plan.

ARTICLE 5

CONDITIONS PRECEDENT TO PLAN IMPLEMENTATION

Section 5.1  Conditions of Plan Implementation

The implementation of the Plan is conditional on the satisfaction or waiver (subject to
Section 5.2 hereof) on or before the Effective Date of the following conditions, in a manner
satisfactory to Majority Initial Supporting Noteholders, in consultation with the Initial
Supporting Unsecured Noteholders:

a. since December 31, 2011, there shall have been no Material Adverse Effect
except as disclosed in the Information;

b. the following shall have occurred by the dates set forth below:

1

ii.

il

iv.

V.

the Meetings shall have occurred no later than April 23, 2012;-

the Plan shall have been approved by the Required Majorities of each
Voting Class; ,

the Sanction Order shall have been obtained no later than April 25,
2012 in accordance with Section 4.2 hereof;

Catalyst shall have obtained an Order from the U.S. Court under
chapter 15 of the U.S. Bankruptcy Code recognizing that the Sanction
Order is in full force and effect in the United States, which Order be
satisfactory to the Majority Initial Supporting Noteholders, in
consultation with the Initial Supporting Unsecured Noteholders, and
shall have become a Final Order; and

the Sanction Order shall have become a Final Order;

or such later date as may be agreed to among the Debtors and the Majority

. Initial Supporting Noteholders, in consultation with the Initial Supporting
Unsecured Noteholders, and in accordance with the Restructuring and Support
Agreement;

c. there shall have been no breach in any material respect by the Debtors of any
of the obligations, representations, warranties, or covenants of the Debtors set
forth in the Restructuring and Support Agreement;
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d. the New First Lien Notes Security shall have been executed and delivered,
together with standard supporting authorizing documents, and legal opinions
from counsel to the applicable Catalyst Companies, in form and content
reasonably satisfactory to the Majority Initial Supporting Noteholders and the
First Lien Notes Indenture Trustee, and registrations to perfect the liens
created thereunder shall have been completed with the priority contemplated
by the New First Lien Notes Indenture; '

e. Catalyst shall have entered into agreements with respect to the New ABL
Facility and Exit Facility, if any, which agreements shall be satisfactory to the
Majority Initial Supporting Noteholders, in consultation with the Initial
Supporting Unsecured Noteholders, and an intercreditor agreement entered
into between the New ABL Facility Lender and the First Lien Noteholders or
the First Lien Notes Indenture Trustee satisfactory to the Majority Initial
Supporting Noteholders, subject to Section 5.2 hereof:

f. all amounts owing by Catalyst pursuant to or in respect of the ABL Facility
Claims (including by payment into escrow with the Monitor of any such
amounts disputed as owing) shall have been paid in full in cash and the
discharge on or before implementation of all security with respect thereto;

g. the New First Lien Notes Indenture, New First Lien Notes Security, Warrant
Agreement, and all related agreements and other documents necessary to
consummate the Plan shall have become effective, subject only to
implementation of the Plan;

h. all agreements and other documents and other instruments relating to the Plan
shall be in form and content satisfactory to the Majority Initial Supporting
Noteholders, in consultation with the Initial Supporting Unsecured
Noteholders, as applicable and as set forth in the Restructuring and Support
Agreement;

i. any applicable governmental, regulatory and judicial consents or orders, and
other similar consents and approvals, and all filings with all governmental
authorities, securities commissions and other regulatory authorities having
jurisdiction, in each case to the effect necessary for the completion of the
transactions contemplated by the Plan or any aspect thereof, shall have been
made, obtained or received and are not subject to any reversal or stay;

J- reorganized Catalyst shall be a reporting issuer in certain provinces of
Canada; . :

k. the Debtors shall have taken all necessary corporate actions and proceedings
in connection with the Plan, including the execution and filing of any articles
of amendment or reorganization or other document to implement the Plan,
which shall be in form and substance satisfactory to the Majority Initial
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Supporting Noteholders, in consultation with the Initial Supporting Unsecured
Noteholders;

1. all agreements and documents necessary to implement and give effect to the
Plan shall have been executed and delivered by all relevant Persons;

m. all steps, conditions and documents necessary to the implementation of the
Plan (including without limitation those set out above) are capable of being
implemented on or before the Effective Date;

n. no action shall have been instituted and be continuing on the Effective Date
for an injunction to restrain, a declaratory judgement in respect of, or damages
on account of, or relating to, the Plan;

0. the PPWC and CEP shall have ratified the New Labour Contracts and such
New Labour Contracts shall not have been objected to by the Majority Initial
Supporting Noteholders, in consultation with the Initial Supporting Unsecured
Noteholders, in accordance with the terms of the Restructuring and Support
Agreement;

p. the letters of credit posted as collateral for the KERP shall have been
cancelled in exchange for the KERP Charge, and all cash collateral with
respect thereto returned to Catalyst. In addition, the KERP shall have been
modified and a Court Order obtained approving same as follows:

Solely with respect to the “Tier I” and “Tier II” beneficiaries of the KERP
(as identified in the KERP), the retention payments scheduled under the
KERP shall be made as follows:

i 45% (or $1.9 million) to be paid on December 31, 2012;
ii.  25% (or $1 million) to be paid on December 31, 2013; and

iii.  30% (or $1.3 million) to be paid in equal percentage as the percentage
amortization of the New First Lien Coupon Notes;

or in another manner acceptable to the Majority Initial Supporting
Noteholders, in consultation with the Initial Supporting Unsecured
Noteholders; and

q. the Restructuring Expenses incurred through and including the Effective Date
shall have been paid in full or otherwise satisfied or arranged.

Section 5.2  Waiver of Conditions.

Any Condition Precedent other than any statutory requirements regarding the voting,
approval and sanctioning of the Plan pursuant to the provisions of the CCAA may only be
waived by the Debtors with the written consent of the Majority Initial Supporting Noteholders, in
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consultation with the Initial Supporting Unsecured Noteholders, and, to the extent that any such
waiver implicates any right or duty of the First Lien Notes Indenture Trustee under the First Lien
Notes Indenture or the Unsecured Notes Indenture Trustee under the Unsecured Notes Indenture,
the applicable Indenture Trustee.

Section 5.3 Monitor’s Certificate

Upon being advised in writing by counsel for the Debtors and counsel for the Initial
Supporting Noteholders that the Conditions Precedent have been satisfied or waived in
accordance with Section 5.2 hereof and that the Plan is capable of being implemented, the
Monitor shall file with the Court a certificate stating that all Conditions Precedent of the Plan
have been satisfied or waived in accordance with the Plan and that the Plan is capable of being
implemented forthwith.

Section 5.4  Failure to Satisfy Conditions Precedent

If the Conditions Precedent are not satisfied or waived in accordance with Section 5.2
hereof on or before the day which is 21 days after the date on which the Sanction Order is issued
or such later date as may be specified by the Debtors (with the consent of the Majority Initial
Supporting Noteholders, in consultation with the Initial Supporting Unsecured Noteholders, and
in accordance with the Restructuring and Support Agreement), the Plan shall not be 1mp1emented
and the Plan and the Sanction Order shall cease to have any further force or effect.

ARTICLE 6
IMPLEMENTATION OF PLAN

Section 6.1  Cancellation of Securities and Indentures

On the Effective Date, upon completion of the distribution of the Plan Securities pursuant
to the Plan to the applicable Affected Creditors or into the Disputed Claims Reserve, and except
as otherwise provided in the Plan, all notes, shares, instruments, certificates, indentures,
guarantees, and other documents or agreements evidencing the First Lien Notes Claims, the
Unsecured Notes Claims, and Equity Interests, including, without limitation, the First Lien
Notes, the Unsecured Notes, the First Lien Notes Indentures, and the Unsecured Notes Indenture,
shall be deemed automatically cancelled and shall be of no further force or effect, whether
surrendered for cancellation or otherwise, and the obligations of the Debtors thereunder or in any
way related thereto shall be satisfied and discharged, except to the extent expressly set forth in
Section 6.02 of the Unsecured Notes Indenture and Section 6.06 of the First Lien Notes
Indenture.

Section 6.2 Issuance of Plan Securities

1. New First Lien Notes and New First Lien Coupon Notes

On the Effective Date, the New First Lien Notes and the New First Lien Coupon Notes
shall be issued pursuant to the New First Lien Notes Indenture.
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2. New Common Shares

On the Effective Date, reorganized Catalyst shall issue 15,000,000 New Common Shares
or as the same may be reduced in accordance with Section 3.2. Reorganized Catalyst shall be a
reporting issuer in certain provinces in Canada and, on or as soon as reasonably practicable after
the Effective Date, the New Common Shares and the Warrants shall be approved by the TSX or
other securities exchange acceptable to the Majority Initial Supporting Noteholders, in
consultation with the Initial Supporting Unsecured Noteholders, subject only to standard listing
eonditions. ‘

3. Warrants

On the Effective Date, the Warrants shall be issued pursuant to and governed by the
terms of the Warrant Agreement.

Section 6.3  Delivery and Allocation Procedures

1. Delivery and Allocation of Plan Securities

Delivery of certificates representing the Plan Securities to which the Affected Creditors
are entitled under the Plan shall be made on or before the third (3rd) Business Day following the
Effective Date.

The First Lien Notes and the Unsecured Notes are held by DTC. The delivery of
interests in Plan Securities in exchange for First Lien Notes or Unsecured Notes, as the case may
be, will be made through the facilities of DTC to DTC participants, who, in turn will make
delivery of interests in such Plan Securities to the beneficial holders of such First Lien Notes or
Unsecured Notes pursuant to standing instructions and customary practices. The Debtors and the
" Indenture Trustees will have no liability or obligation in respect of any deliveries from DTC, or
its nominee, to DTC participants or to beneficial holders.

The delivery of interests in Plan Securities to General Unsecured Creditors in accordance
with Section 3.2 hereof will be made by mailing physical certificates to such General Unsecured
Creditors by pre-paid ordinary mail to the address specified in such Creditor’s Claims Amount
Notice (as such term is defined in the Claims Procedure Order) or Proof of Claim.

2. Delivery of Cash Consideration

Subject to the Disputed Claims Reserve to be held by the Monitor in escrow, on the
Initial Distribution Date and each subsequent Distribution Date, the Monitor shall distribute to
each Affected General Unsecured Cash Creditor with an Allowed General Unsecured Claim,
such Creditor’s Convenience Cash Amount (or its pro rata share of the Maximum Convenience
Claims Pool in the event that the aggregated amount of all Convenience Cash Amounts exceeds
the Maximum Convenience Claims Pool) by way of cheque sent by prepaid ordinary mail to the
address specified in such Creditor’s Claims Amount Notice (as such term is defined in the
Claims Procedure Order) or Proof of Claim.
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Section 6.4 Tax Election

An Eligible Holder who is receiving New Common Shares shall be entitled to make an
income tax election pursuant to subsection 85(1) of the Tax Act or, if the holder is a partnership,
subsection 85(2) of the Tax Act (and in each case, where applicable, the analogous provisions of
provincial income tax law) with respect to the transfer of such holder’s First Lien Notes or
Unsecured Notes to Catalyst at the amount determined by such Eligible Holder, subject to the
limitations set out in subsection 85(1) of the Tax Act (or any applicable tax legislation).

Section 6.5 Disputed Claims

1. No Distribution 4Pending Allowance

Notwithstanding any other provision of the Plan, no payments or distributions shall be
made with respect to all or any portion of a Disputed Claim unless and to the extent it has
become an Allowed Claim, in whole or in part.

2. Distributions After Disputed Claims Resolved

a. On the last Business Day of every month (or such other time as the Debtors
may determine in consultation with the Monitor), the Debtors shall distribute,
in accordance with Section 6.3 hereof, the appropriate portion of New
Common Shares and/or Warrants in the Disputed Claims Reserve to each
holder of a Disputed Claim (i) who is a General Unsecured Share Creditor, or

198

(i1) only to the extent the aggregate of all Convenience Cash Amounts exceeds

the Maximum Convenience Claims Pool, who is a General Unsecured Cash
Creditor, which Claim has become an Allowed Claim on or before the third
Business Day prior to a Distribution Date (other than the Final Distribution
Date).

b. On the last Business Day of every month (or such other time as the Monitor
may determine in its sole and unfettered discretion), the Monitor shall
distribute in accordance with Section 6.3 hereof, the appropriate portion of
cash in the Disputed Claims Reserve to each holder of a Disputed Claim who
is a General Unsecured Cash Creditor, which Claim has become an Allowed
Claim on or before the third Business Day prior to such Distribution Date.

¢. On the Final Distribution Date, any balance that remains in the Disputed
Claims Reserve shall revert to the reorganized Debtors.

Section 6.6 Exchange Warrants

Any Electing Noteholder may, by giving notice to Catalyst, with copies to counsel for the
Initial Supporting Noteholders as set forth in Subsection 8.9(ii) hereof, in the form prescribed in
the Meetings Order, such notice to be delivered to Catalyst on or prior to the date of the
Meetings, elect to receive Exchange Warrants in lieu of any Excess New Common Shares such
Noteholder would have otherwise received under the Plan in the absence of providing such
notice. Delivery by Catalyst of Exchange Warrants exercisable for a number of New Common

30

3167322_12}Van_Docs



Shares equal to the number of Excess New Common Shares an Electing Noteholder would
otherwise have received under the Plan but for delivering such notice will satisfy in full the
obligation Catalyst would otherwise have had under the Plan to deliver such number of New
Common Shares to the Electing Noteholder.

Section 6.7 Withholding Rights

Catalyst, the Monitor and/or the Indenture Trustees shall be entitled to deduct and
withhold from any consideration or distribution otherwise payable to any Noteholder or General
Unsecured Creditors such amounts as Catalyst, the Monitor and/or the Indenture Trustees are
required to deduct and withhold with respect to such payment under Law. To the extent that
amounts are so withheld, such withheld amounts shall be treated for all purposes hereof as
having been paid to the holder of the securities in respect of which such deduction and
withholding was made, provided that such withheld amounts are actually remitted to the
appropriate taxing authority. Catalyst, the Monitor and/or the Indenture Trustees are hereby
authorized to sell or otherwise dispose of such portion of the consideration (including to exercise
Exchange Warrants, if necessary, provided at no time shall an Electing Noteholder hold in excess
of 20% of the New Common Shares) as is necessary to provide sufficient funds to Catalyst, the
Monitor and/or the Indenture Trustees, as the case may be, to enable it to comply with such
deduction or withholding requirement and Catalyst, the Monitor and/or the Indenture Trustees
shall notify the holder thereof and remit any unapplied balance of the net proceeds of such sale.

Section 6.8 Calculations

All amounts of consideration to be received hereunder will be calculated to the nearest
cent ($0.01). All calculations and determinations made by Catalyst for the purposes of and in
accordance with the Plan, including, without limitation, the allocation of the consideration, shall
be conclusive, final and binding upon the Affected Creditors and the Debtors.

Section 6.9  Initial Board of Directors of Reorganized Catalyst
On the Effective Date:

a. the initial board of directors of reorganized Catalyst shall be composed of
seven members;

b. all existing members of the board shall be deemed to be removed;

c. five members of the initial board, designated by the Majority Initial
Supporting Noteholders not less than ten days prior to the Effective Date,
shall be deemed to be appointed as directors of reorganized Catalyst;

d. one member of the initial board, designated by the Initial Supporting
Unsecured Noteholders not less than ten days prior to the Effective Date, shall
be deemed to be appointed as a director of reorganized Catalyst; and

e. the Chief Executive Officer shall be deemed to be appdinted as a director of
reorganized Catalyst. '
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Section 6.10 Initial Management of Reorganized Catalyst

The senior management team upon and immediately following the consummation of the

Plan shall be the same as the senior management team immediately prior to consummation of the
Plan.

Section 6.11 Restructuring Expenses

In accordance with the Restructuring and Support Agreement, all reasonable and
documented fees and expenses, incurred through and including the Effective Date, of the Initial
Supporting First Lien Noteholders, the Initial Supporting Unsecured Noteholders, and the First
Lien Notes Indenture Trustee, including all reasonable documented fees and expenses incurred
by the legal and financial advisors of such parties, shall be paid in cash. Without limiting the
foregoing, for the avoidance of doubt, the legal and financial advisors to be paid pursuant to this
Section 6.11 include (a) Akin Gump Strauss Hauer & Feld LLP, (b) Fraser Milner Casgrain LLP,
(¢) Morris, Nichols, Arsht & Tunnell LLP, (d) Moelis & Co., () Kelley Drye & Warren LLP, ®
Chaitons LLP, (g) Goodmans LLP, (h) Kramer Levin Naftalis & Frankel LLP, (i) Houlihan
Lokey, and (j) one local counsel in any single jurisdiction for each of (1) the Initial Supporting
Unsecured Noteholders and (i1) the First Lien Notes Indenture Trustee,

ARTICLE 7
EFFECT OF THE PLAN

Section 7.1  Binding Effect of the Plan

The Plan (including, without limitation, the releases and injunctions contained herein),

111

upon being sanctioned and approved by the Court pursuant to the Sanction Order and the

Sanction Order being recognized by the U.S. Court, shall be binding as of the Effective Date on
all Persons irrespective of the jurisdiction in which the Persons reside or in which the Claims
arose and shall constitute:

a. afull, final and absolute settlement of all rights of the Affected Creditors and
Existing Shareholders;

b. cancellation of the Equity Interests; and
c. an absolute release, satisfaction and discharge of all indebtedness, liabilities

and obligations of the Debtors of or in respect of the Affected Claims and
Equity Interests.
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Section 7.2  Consents, Waivers and Agreements

From and after the Effective Date, each Affected Creditor and other Persons shall be
deemed to have consented and to have agreed to all of the provisions of the Plan in its entirety.
In particular, each Affected Creditor and other Persons shall be deemed:

a. to have executed and delivered to the Monitor and the Debtors all consents,
releases, assignments and waivers, statutory or otherwise, required to
implement and carry out the Plan in its entirety; and

b. to have waived any and all defaults then existing or previously committed by
the Debtors in any covenant, warranty, representation, term, provision,
condition or obligations, expressed or implied, in any contract, agreement,
mortgage, security agreement, indenture, trust indenture, loan agreement,
commitment letter, agreement for sale, lease or other agreement, written or
oral and any and all amendments or supplements thereto, existing between any
such Affected Creditor or other Person and the Debtors and any and all
notices of default and demands for payment under any instrument, including
without limitation any guaranty, shall be deemed to have been rescinded.

Section 7.3 Release of Released Parties

As of the Effective Date, to the extent permitted by law, each of the Released Parties
shall be released and discharged from any and all demands, claims, liabilities, obligations, causes
of action, damages, executions or other recoveries, known or unknown, based in whole or in part
on any act or omission, transaction, dealing or other occurrence existing or taking place on or
prior to the Effective Date relating to, arising out of, or in connection with the Securities, the
First Lien Notes Indentures, the Unsecured Notes Indenture, the Restructuring and Support
Agreement, the Plan, the Prior CBCA Proceedings, the CCAA Proceedings, the Chapter 15
Proceedings, and any proceedings commenced with respect to or in connection with the Plan;
provided, however, that nothing in this paragraph shall release or discharge any of the Released
Parties from or in respect of its obligations under the Plan or the Restructuring and Support
Agreement and to comply with and to make the distributions set out therein; provided, further,
however, that such release and discharge shall not include any Unaffected Claims against the
Debtors; provided, further, however, that nothing herein will release or discharge a Released
Party if the Released Party is determined by a Final Order of a court of competent jurisdiction to
have committed wilful misconduct or fraud.

Section 7.4  Exculpation

To the extent permitted under applicable law, the Released Parties shall not have or incur
any liability for any act or omission in connection with, related to, or arising out of the Prior
CBCA Proceedings, the CCAA Proceedings or the Chapter 15 Proceedings, the formulation,
preparation, dissemination, negotiation or filing of the Plan and related information circular or
any contract, instrument, release or other agreement or document created or entered into in
connection with the Plan or related information circular, the pursuit of sanctioning the Plan, the
consummation, administration or implementation of the Plan, or the property to be distributed
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under the Plan, including the issuance of the securities thereunder or under any related
agreement; provided, however, that this Section 7.4 shall not include any act or admission that is
determined by Final Order of a court of competent jurisdiction to have constituted gross
negligence, wilful misconduct or fraud.

Section 7.5 Injunction

All Persons, along with their respective affiliates, present and former officers, directors,
employees, associated individuals, auditors, financial advisors, legal counsel, other professionals,
sureties, insurers, indemnities, agents, dependents, heirs, representatives and assigns, as
applicable, are permanently and forever barred, estopped, stayed and enjoined, on and after the
Effective Date, with respect to claims against the Released Parties, from:

a. commencing, conducting or continuing in any manner, directly or indirectly,
any action, suits, demands or other proceedings of any nature or kind
whatsoever (including, without limitation, any proceeding in a judicial,
arbitral, administrative or other forum) against the Released Parties;

b. enforcing, levying, attaching, collecting or otherwise recovering or enforcing
by any manner or means, directly or indirectly, any judgment, award, decree
or order against the Released Parties or their property;

c. commencing, conducting or continuing in any manner, directly or indirectly,
any action, suits or demands, including without limitation by way of
contribution or indemnity or other relief, in common law, or in equity, breach
of trust or breach of fiduciary duty or under the provisions of any statute or
regulation, or other proceedings of any nature or kind whatsoever (including,
without limitation, any proceeding in a judicial, arbitral, administrative or
other forum) against any Person who makes such a claim or might reasonably
be expected to make such a claim in any manner or forum, against one or
more of the Released Parties;

d. creating, perfecting, asserting or otherwise enforcing, directly or indirectly,
any lien or encumbrance of any kind; or

e. taking any actions to interfere with the implementation or consummation of
the Plan or the transactions contemplated therein.

This Section 7.5 does not apply to any Unaffected Claims or to the enforcement of any
obligations under the Plan.

Section 7.6  Responsibilities of the Monitor

The Monitor is acting in its capacity as Monitor in the CCAA Proceedings and the
Monitor will not be responsible or liable for any obligations of the Debtors hereunder. The
Monitor will have only those powers granted to it by this Plan, by the CCAA and by any Order
of the Court in the CCAA Proceedings, including the Amended and Restated Initial Order.
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ARTICLE 8
GENERAL

Section 8.1 Amendment

The Debtors shall be entitled, upon prior consultation with the Monitor, at any time and
from time to time, to amend, restate, modify or supplement the Plan, provided that:

a. if made prior to the Meetings, the Debtors (i) obtain the prior consent of the
Monitor, (ii) file the amended Plan with the Court, (ii1) serve the amended
Plan on the parties listed on the service list to these CCAA Proceedings,
(iv) provide reasonable notice of the amended Plan to Creditors that have filed
proxies with the Monitor to the extent that such Creditors are not on the
service list, and (v) request the Monitor to post the amended Plan on the
Monitor’s website at www.pwc.com/car-catalystpaper;

b. if made during a Meeting, (i) the prior consent of the Monitor is obtained,
(ii) the amendment would not be materially prejudicial to the interests of any
of the Creditors under the Plan, and (iii) notice of the amendment is given to
all Creditors eligible to vote and present at the Meetings prior to the vote
being taken; in which case the amended Plan shall be promptly posted on the
Monitor’s website at www.pwc.com/car-catalystpaper and filed with the
Court; and )

c. if made after the Meetings and, without further order of the Court or notice to
any Creditor, the Debtors and the Monitor, acting reasonably and in good
faith, determine the variation, amendment, modification or supplement in the
amended Plan to be (i) of a technical or administrative nature that would not
prejudice the interests of any of the Creditors under the Plan and (ii) necessary
in order to give effect to the substance of the Plan or the Sanction Order;

provided, however, that the Plan may not be modified, amended or supplemented in any manner
without the express written consent of the Majority Initial Supporting Noteholders, in
consultation with the Initial Supporting Unsecured Noteholders, and, solely to the extent of any
modification, amendment or supplement materially inconsistent with the Restructuring and
Support Agreement, without the express written consent of the Initial Supporting Unsecured
Noteholders.

Section 8.2 Paramountcy

From and after the Effective Date, if there is any conflict between any provision(s) of the
Plan or Sanction Order and any provision of any other contract, document, agreement or
arrangement, written or oral, between any Creditor and any Debtor in existence on the Effective
Date, the provision(s) of the Plan and Sanction Order shall govern.
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Section 8.3 Termination

At any time prior to the Effective Date, the Debtors, with the consent of the Majority
Initial Supporting Noteholders, in consultation with the Initial Supporting Unsecured
Noteholders, may determine not to proceed with this Plan notwithstanding the obtaining of the
Sanction Order. If the Conditions Precedent are not satisfied or waived as provided for in this
Plan, if the Debtors determine not to proceed with this Plan, with the consent of the Majority
Initial Supporting Noteholders, in consultation with the Initial Supporting Unsecured
Noteholders, or if the Sanction Order is not issued by the Court: (a) this Plan shall be null and
void 1n all respects, (b) any settlement or compromise embodied in this Plan, and any document
or agreement executed pursuant to this Plan shall be deemed null and void, and (c) nothing
contained in this Plan, and no act taken in preparation of the consummation of this Plan, shall
(i) constitute or be deemed to constitute a waiver or release of any Claims or any defences
thereto by or against any of the Affected Creditors or any other Person, (i1) prejudice in any
manner the rights of any of the Affected Creditors or any other Person in any further proceedings
involving the Debtor, or (jii) constitute an admission of any sort by the Applicants, the Affected
Creditors or any other Person.

Section 8.4  Severability

If, prior to the Effective Date, any term or provision of the Plan is held by the Court to be
invalid, void, or unenforceable, the Court, at the request of the Debtors and with the consent of
the Majority Initial Supporting Noteholders, in consultation with the Initial Supporting
Unsecured Noteholders, shall have the power to alter and interpret such term or provision to
make it valid or enforceable to the maximum extent practicable, consistent with the original
purpose of the term or provision held to be invalid, void, or unenforceable, and such term or
provision shall then be applicable as altered or interpreted.

Notwithstanding any such holding, alteration, or interpretation, the remainder of the
terms and provisions of the Plan shall remain in full force and effect and shall in no way be
affected, impaired, or invalidated by such holding, alteration, or interpretation. The Sanction
Order shall constitute a judicial determination and shall provide that each term and provision of
the Plan, as it may have been altered or interpreted in accordance with the foregoing, is valid and
enforceable

Section 8.5  Successors and Assigns

The rights, benefits and obligations of any Person named or referred to in the Plan shall
be binding on, and shall inure to the benefit of, any heir, executor, trustee, administrator, or
successor or assign of such Person.

Section 8.6 Further Assurances

Notwithstanding that the transactions and events set out in the Plan shall occur and be
deemed to occur in the order set out herein without any other additional act or formality, each of
the Persons affected hereby shall make, do and execute, or cause to be made, done and executed
all such further acts, deeds, agreements, transfers, assurances, instruments or documents as may
reasonably be required by Catalyst in order to better implement the Plan.
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Section 8.7 Entire Agreement

Except as otherwise indicated, upon the Effective Date, the Plan supersedes all previous
and contemporaneous negotiations, promises, covenants, agreements, understandings, and
representations on such subjects, all of which have become merged and integrated into the Plan.

Section 8.8 Exhibits and Related Documents

All schedules, exhibits and documents filed in relation to the Plan are incorporated into
and are a part of the Plan as if set forth in full in the Plan.

Section 8.9 Notices

Any notices or communication to be made or given hereunder shall be in writing and
shall reflect this Plan and may, subject as hereinafter provided, be made or given by the Person
making or giving it or by any agent of such Person authorized for that purpose by personal
delivery, by prepaid mail or by e-mail addressed to the respective parties as follows:

6] if to the Debtors:

Catalyst Paper Corporation

2nd Floor, 3600 Lysander Lane

Richmond, BC V7B IC3

Attention: David Adderley, General Counsel
“E-mail address: david.adderley@catalystpaper.com

and

Blake, Cassels & Graydon LLP

595 Burrard Street

P.O. Box 49314

Suite 2600, Three Bentall Centre

Vancouver BC V7X 1L3

Attention: William C. Kaplan Q.C. and Peter Rubin, Esq.

E-mail addresses: bill kaplan@blakes.com and peter.rubin@blakes.com

with copies (which shall not constitute notice) to:

Skadden, Arps, Slate, Meagher & Flom LLP

222 Bay Street, Suite 1750

P.O. Box 258

Toronto, Ontario M5K IJ5

Attention: Christopher W. Morgan, Esq.

E-mail address: Christopher.morgan@skadden.com
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and

Skadden, Arps, Slate, Meagher & Flom LLP
300 South Grand Avenue

Suite 3400

Los Angeles, CA 90071

Attention: Van C. Durrer I, Esq.

E-mail address: van.durrer@skadden.com

(i)  ifto an Initial Supporting Noteholder or a transferee thereof] to the addresses set
forth below such Noteholder’s signature on the Restructuring and Support Agreement (or as
directed by any transferee thereof), as the case may be:

with copies (which shall not constitute notice) to:

Fraser Milner Casgrain LLP

Royal Trust Tower

77 King Street West

Toronto, ON M5K 0A1 ‘
Attention: Ryan C. Jacobs, Esq., R. Shayne Kukulowicz, Esq., and John R.
Sandrelli, Esq.

E-mail address: ryan jacobs@fmc-law.com, shayne.kukulowicz@fmc-law.com,
john.sandrelli@fmc-law.com

and

Akin Gump Strauss Hauer & Feld LLP

One Bryant Park

New York, NY 10036

Attention: Michael S. Stamer, Esq., Stephen B. Kuhn, Esq., and Meredith A.
Lahaie, Esq.

E-mail addresses: mstamer@akingump.com, skuhn@akingump.com,
mlahaie@akingump.com

and

Goodmans LLP

Bay Adelaide Centre

333 Bay Street, Suite 3400

Toronto, ON M5H 2S7

Attention: Robert Chadwick, Esq., and Melaney Wagner, Esq.
E-mail address: rchadwick@goodmans.ca, mwagner@goodmans.ca

(i)  if to the Monitor:
PricewaterhouseCoopers Inc.
250 Howe Street, Suite 700
Vancouver, BC V6C 3S7
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Attention: Michael J. Vermette, Neil Bunker
E-mail address: michael j. vermette@ca. pwc.com, neil. p.bunker@ca.pwc.com

with copies (which shall not constitute notice) to:

Fasken Martineau L.P.

2900-550 Burrard Street

Vancouver, BC V6C 0A3

Attention: John Grieve, Esq., and Kibben Jackson, Esq.
E-mail address: jgrieve@fasken.com; kjackson@fasken.com

Any notice given by delivery, mail, e-mail, or courier shall be effective when received.

DATED at Vancouver, British Columbia, as of the 15 day of March, 2012.
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