
IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

In re:

CATALYST PAPER CORP., et al.,

Debtors.1

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
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:
:
:
:
:
:
x

Chapter 15

Case No. 12-10221 (PJW)

Jointly Administered

Hearing Date: May 14, 2012 (9:30 am EST)
Obj. Deadline: May 7, 2012 (4:00 pm EST)

NOTICE OF HEARING ON MOTION OF DEBTORS FOR ORDER (I)
AUTHORIZING AND APPROVING THE PRIVATE SALE OF THE POUND

PROPERTY FREE AND CLEAR OF ALL LIENS, CLAIMS, ENCUMBRANCES,
AND OTHER INTERESTS; (II) APPROVING THE PURCHASE AGREEMENT;

(III) AUTHORIZING PAYMENT OF BROKERAGE FEE IN CONNECTION
WITH SALE; AND (IV) GRANTING OTHER RELATED RELIEF

PLEASE TAKE NOTICE that the above-captioned debtors and debtors-in-

possession (collectively, the "Debtors") filed today the attached Motion Of Debtors For Order

(I) Authorizing And Approving The Private Sale Of The Pound Property Free And Clear

Of All Liens, Claims, Encumbrances, And Other Interests; (II) Approving The Purchase

Agreement; (III) Authorizing Payment Of Brokerage Fee In Connection With Sale; And

(IV) Granting Other Related Relief (the "Motion").

PLEASE TAKE FURTHER NOTICE that certain material provisions related to

the sale transaction of which the Debtors are seeking approval are as follows:

1 These jointly administered cases are those of the following Debtors: 0606890 B.C. Ltd., Catalyst Paper
Corporation, Catalyst Paper Energy Holdings Inc., Catalyst Paper General Partnership, Catalyst Pulp and Paper
Sales Inc., Catalyst Pulp Operations Ltd., Catalyst Pulp Sales Inc., Elk Falls Pulp and Paper Ltd., and Pacifica
Poplars Ltd. (collectively, the “Canadian Debtors”) in addition to Catalyst Paper Holdings Inc., Pacifica Papers
U.S. Inc., Pacifica Poplars Inc., Pacifica Papers Sales Inc., Catalyst Paper (USA) Inc., Catalyst Paper
(Recycling) Inc., Catalyst Paper (Snowflake) Inc., and The Apache Railway Company (collectively, the “U.S.
Debtors”).
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A. Property to be Conveyed: Seller2 will sell and Buyers will purchase the Pound
Property, which consists of approximately Thirty-Eight and Sixty-Six One-
Hundredths (38.66) acres of land and which is more particularly described in
Exhibit A to Addendum A to the Purchase Agreement, together with any and all
personal property, fixtures or other items remaining on the Pound Property when
possession is transferred to the Buyers.

B. Purchase Price: The total purchase price for the Pound Property will be One
Hundred Fifty Thousand Dollars and No/100ths ($150,000.00) (the “Purchase
Price”).

C. Earnest Money Deposit: The Buyers have deposited earnest money in the amount
of Two Thousand Dollars and No/100ths ($2,000.00) (the “Earnest Money
Deposit”) to be held by Windermere Real Estate Co. as selling firm. The Earnest
Money Deposit will be non-refundable, unless otherwise provided in the Purchase
Agreement. In the event the Seller is unable to obtain the approvals of the
Monitor, the Canadian Court and this Court, the Purchase Agreement will be
deemed null and void and the Earnest Money Deposit will be returned to the
Buyers. In the event the Buyers discover that materially inaccurate information
has been given by Seller relating to the Pound Property, and Buyers further give
notice of such materially inaccurate information within 10 days of mutual
acceptance, the Purchase Agreement will terminate and the Earnest Money
Deposit will be returned to the Buyers. Finally, in the event Buyers review their
preliminary commitment for title insurance and disapproves of exceptions
contained in such preliminary commitment, and Seller does not give timely notice
of its intent to clear all disapproved exceptions, Buyers may terminate the
Purchase Agreement and the Earnest Money Deposit will be returned to the
Buyers, less any unpaid costs described in the Purchase Agreement. At Closing,
the Earnest Money Deposit will be applied to the Purchase Price.

D. Brokerage Commissions: The Seller is represented by Snohomish Properties as
selling firm, and the Buyers are represented by Windermere Real Estate Co. as
selling firm. At the close of escrow, a Commission equal to Five percent (5%) of
the Purchase Price will be paid out of escrow by the closing agent directly to
Snohomish Properties and Windermere Real Estate Co., with each party receiving
a portion of the Commission equal to Two and a Half percent (2.5%) of the
Purchase Price.

E. “As Is, Where Is” Transaction: The Buyers agree that the Seller has not provided
the Buyers with any warranties or representations as to, among other things, any
conditions that may exist on the Pound Property, the condition of any
improvements located within the Pound Property, the availability of any water

2 Unless otherwise defined herein, capitalized terms used herein shall have the meanings ascribed to them in
the Motion.
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rights, the suitability of the Pound Property for the intended use of the Buyers, the
exact amount of property included in the Purchase Agreement, or the precise
location of any corners or boundaries of the Pound Property. The Buyers
acknowledge that they have been advised to, among other things, investigate the
Pound Property and obtain a survey of the same. Buyers acknowledge that they
will verify certain of the above-noted items for which the Seller has not provided
any warranties or representations, to Buyers’ own satisfaction.

F. Closing and Other Deadlines: The Sale is conditional on closing by May 18, 2012
assuming CPC can obtain approval by the and Monitor, the Canadian Court and
this Court by such date. The Buyers will take possession on the closing date.
This deadline is reasonable in light of the amount of time the Buyers require to
obtain the appropriate title insurance and the requisite approvals and consents.

G. Approvals: The closing of the transaction contemplated by the Purchase
Agreement will be conditioned on the Seller obtaining approval from the Monitor,
the Canadian Court, and this Court.

H. Private Sale: The Purchase Agreement assumes no auction or additional
solicitation of competitive bidding.

PLEASE TAKE FURTHER NOTICE that objections, if any, to the Motion or the

relief requested therein must be made in writing, filed with the United States Bankruptcy Court

for the District of Delaware (the "Bankruptcy Court"), 824 Market Street, Wilmington, Delaware

19801, and served so as to be received by the following parties no later than May 7, 2012 at

4:00 p.m. (Eastern): (A) counsel for CPC as foreign representative: Skadden, Arps, Slate,

Meagher & Flom LLP, 300 South Grand Avenue, Suite 3400, Los Angeles, CA 90071, Attn:

Van C. Durrer, II, Esq.; (B) counsel for the Debtors: Blake, Cassels & Graydon LLP, 595

Burrard Street, P.O. Box 49314, Suite 2600, Three Bentall Centre, Vancouver, BC V7X 1L3,

Canada, Attn: William C. Kaplan, Esq.; (C) counsel for certain 2016 Noteholders: Akin Gump

Strauss Hauer & Feld LLP, One Bryant Park, New York, NY 10036-6745, Attn: Stephen Kuhn,

Esq., Meredith Lahaie, Esq., and Michael Stamer, Esq.; (D) counsel for certain 2014 Noteholders:

Goodmans LLP, Bay Adelaide Centre, 333 Bay Street, Suite 3400, Toronto, ON M5H 2S7,
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Canada, Attn: Robert Chadwick, Esq., and Melaney Wagner, Esq.; (E) JPMorgan Chase, as DIP

Facility agent: (i) McMillan LLP, Brookfield Place, Suite 4400, 181 Bay Street, Toronto, ON

M5J 2T3, Canada, Attn: R.D. Jeffrey Rogers, Esq., and Wael Rostom, Esq., (ii) Bryan Cave LLP,

One Metropolitan Square, 211 North Broadway, Suite 3600, St. Louis, MO 63102, Attn:

Gregory Willard, Esq., and Heather Boelens Rucker, Esq.; (F) counsel for PwC: Fasken

Martineau DuMoulin LLP, 2900 – 550 Burrard Street, Vancouver, BC V6C 0A3, Canada, Attn:

John Grieve, Esq., and Kibben Jackson, Esq.; (G) PricewaterhouseCoopers, 250 Howe Street,

Suite 700, Vancouver, British Columbia V6C 3S7; and (H) the Office of the United States

Trustee, 844 North King Street, Suite 2207, Lockbox 35, Wilmington, DE 19801, Attn: David

Buchbinder, Esq.

PLEASE TAKE FURTHER NOTICE that a hearing on the Motion will be held

on May 14, 2012 at 9:30 a.m. (Eastern) before the Honorable Peter J. Walsh, United States

Bankruptcy Judge for the District of Delaware, in the United States Bankruptcy Court for the

District of Delaware, 6th Floor, Courtroom 2, 824 North Market Street, Wilmington, Delaware

19801 ("Hearing"). Only objections made in writing and timely filed and received will be

considered by the Court at the Hearing.
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PLEASE TAKE FURTHER NOTICE THAT IF NO OBJECTIONS TO

THE MOTION ARE TIMELY FILED AND RECEIVED IN ACCORDANCE WITH THE

ABOVE PROCEDURES, THE RELIEF REQUESTED IN THE MOTION MAY BE

GRANTED WITHOUT FURTHER NOTICE OR A HEARING.

Dated: Los Angeles, California
April 23, 2012

/s/ Van C. Durrer, II
Van C. Durrer, II (I.D. No. 3827)
SKADDEN, ARPS, SLATE, MEAGHER

& FLOM LLP
300 South Grand Avenue
Los Angeles, California 90071
(213) 687-5000

Counsel for Catalyst Paper Corporation
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Chapter 15

Case No. 12-10221 (PJW)

Jointly Administered

Hearing Date: May 14, 2012 (9:30 am EST)
Obj. Deadline: May 7, 2012 (4:00 pm EST)

MOTION OF DEBTORS FOR ORDER (I) AUTHORIZING AND APPROVING THE
PRIVATE SALE OF THE POUND PROPERTY FREE AND CLEAR OF ALL LIENS,

CLAIMS, ENCUMBRANCES, AND OTHER INTERESTS; (II) APPROVING THE
PURCHASE AGREEMENT; (III) AUTHORIZING PAYMENT OF BROKERAGE FEE
IN CONNECTION WITH SALE; AND (IV) GRANTING OTHER RELATED RELIEF

Catalyst Paper Corporation (“CPC”), as the authorized foreign representative for

itself and its above-captioned affiliates (collectively, the “Debtors” and, together with their non-

debtor affiliates, the “Company”) in a proceeding (the “CCAA Proceeding”) under Canada’s

Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-44, and Business Corporations Act,

S.B.C. 2002, c. 57, before the Supreme Court of British Columbia (the “Canadian Court”),

hereby moves (this “Motion”) this Court, pursuant to sections 105(a), 363, 1520, and 1521 of

title 11 of the United States Code (the “Bankruptcy Code”), Rules 2002, 6004, and 9014 of the

Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”), and Rule 6004-1 of the Local

Rules of Bankruptcy Practice and Procedure of the United States Bankruptcy Court for the

1 These jointly administered cases are those of the following Debtors: 0606890 B.C. Ltd., Catalyst Paper
Corporation, Catalyst Paper Energy Holdings Inc., Catalyst Paper General Partnership, Catalyst Pulp and
Paper Sales Inc., Catalyst Pulp Operations Ltd., Catalyst Pulp Sales Inc., Elk Falls Pulp and Paper Ltd., and
Pacifica Poplars Ltd. (collectively, the “Canadian Debtors”) in addition to Catalyst Paper Holdings Inc.,
Pacifica Papers U.S. Inc., Pacifica Poplars Inc., Pacifica Papers Sales Inc., Catalyst Paper (USA) Inc.,
Catalyst Paper (Recycling) Inc., Catalyst Paper (Snowflake) Inc., and The Apache Railway Company
(collectively, the “U.S. Debtors”).
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District of Delaware (the “Local Rules”) for entry of an order substantially in the form attached

hereto as Exhibit A (the “Proposed Order”): (a) authorizing the private sale (the “Sale”) of that

certain real property located at 13 xx 55th Ave. SE, Everett, WA 982082 (the “Pound Property”)

on an “as-is, where-is” basis, free and clear of any and all liens, encumbrances, and other

interests to Kuo-Chao Wang and Shu-Hui Lo (collectively, the “Buyers”), pursuant to the terms

and conditions of that certain Vacant Land Purchase and Sale Agreement, dated as of March 15,

2012 (the “Purchase Agreement”), by and between Pacifica Poplars Inc. (“Pacifica Poplars” or

the “Seller”) and the Buyers, a true and correct copy of which is attached as Exhibit B hereto; (b)

authorizing and approving the terms of the Purchase Agreement; (c) authorizing the Company to

pay the brokerage fee incurred in connection with the Sale; and (d) granting such other and

further relief as the Court deems just and proper. In further support of the Motion, CPC relies on

the Eighth Declaration of Brian Baarda filed concurrently herewith (the “Eighth Baarda

Declaration”) and respectfully represents as follows:

JURISDICTION AND VENUE

1. This Court has jurisdiction over these matters pursuant to 28 U.S.C. §§ 157 and

1334. These matters are core proceedings within the meaning of 28 U.S.C. § 157(b)(2).

2. Venue is proper pursuant to 28 U.S.C. §§ 1408, 1409 and 1410.

3. The statutory bases for the relief requested herein are sections 105(a), 363, 1520,

and 1521 of the Bankruptcy Code, Rules 2002, 6004, and 9014 of the Bankruptcy Rules, and

Rule 6004-1 of the Local Rules.

2 The Snohomish County Tax Parcel Number for this address is: 29052200300100.
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BACKGROUND

A. General Background

4. On January 17, 2012 (the “Chapter 15 Petition Date”), CPC filed and served

notice of its motion for protection (the “CBCA Proceeding”) under Canada’s Canada Business

Corporations Act, R.S.C. 1985, c. C-44 before the Canadian Court. On the Chapter 15 Petition

Date, CPC also commenced the Debtors’ chapter 15 cases by filing petitions pursuant to sections

1504 and 1515 of the Bankruptcy Code (collectively, the “Chapter 15 Cases”).

5. CPC commenced the CBCA Proceeding in the Canadian Court, having reached a

preliminary consensual agreement with certain representatives of holders of senior secured notes

due December 15, 2016 (the “2016 Notes”) and unsecured senior notes due March 1, 2014 (the

“2014 Notes”). CPC abandoned the CBCA Proceeding when the parties were unable to obtain

the required support from other relevant stakeholders.

6. On January 31, 2012, CPC commenced the CCAA Proceeding, and the Canadian

Court entered an initial order dated January 31, 2012, annexed to each of the amended chapter 15

petitions (the “Initial CCAA Order”), appointing the independent fiduciary

PricewaterhouseCoopers Inc. as monitor (the “Monitor”) in the CCAA Proceeding and

authorizing CPC to serve as foreign representative of the Debtors. See Initial CCAA Order, ¶¶

29, 78. Following entry of the Initial CCAA order by the Canadian Court, CPC amended its

previously filed motion for recognition in order to convert its request for recognition of the

CBCA Proceeding into a request for recognition of the CCAA Proceeding.

7. On March 5, 2012, this Court entered its Order Granting Final Relief for

Recognition of a Foreign Main Proceeding Pursuant to 11 U.S.C. §§ 105(a), 1517, 1519, 1520,

and 1521 [Docket No. 89] (the “Recognition Order”) recognizing the CCAA Proceeding as a

foreign main proceeding.



4

8. Additional general background regarding the Debtors’ operations and the events

leading up to the restructuring are detailed in the Second Declaration of Brian Baarda [Docket

No. 39].

B. The Pound Property

9. Pacifica Poplars, a wholly-owned subsidiary of CPC and one of the U.S. Debtors

in these Chapter 15 Cases, owns approximately 1,800 acres of poplar farm plantation lands in

Washington state (the “Poplar Lands”), which include the Pound Property that is the subject of

the instant Motion. See Eighth Baarda Declaration at ¶ 4. Following its acquisition of Pacifica

Poplars in 2001, CPC harvested a portion of the Poplar Lands for various uses, but the cost of

poplar fiber was not economically viable for use at CPC’s various mills in British Columbia,

Canada, and the fiber had low market value in Washington state. See id. at ¶ 5. As a result, CPC

decided not to replant the Poplar Lands, but rather to divest them in an orderly way. See id.

10. In 2008, CPC retained the services of Snohomish Properties (the “Broker”) to act

as a broker and listing agent in connection with the projected divestiture. See id. at ¶ 6. The

parties negotiated a Broker’s commission fee of 5% of the total sale price (the “Commission”) to

be evenly divided between the selling agent and the listing agent, a significantly lower amount

than the standard commission fee for sales of vacant rural land of 8% to 10%. See id. The

Poplar Lands were listed on the Northwest Multiple Listing Service (the “MLS”), and have

remained listed for well over three years. Id. at ¶ 7. Several small properties have been sold

over the years, and a number of offers have been made for the Pound Property; however, no sale

for the Pound Property was ever consummated. Id. at ¶ 7; 11.

11. The Pound Property is a single parcel of 38.66 acres, located near Everett in

Snohomish County, Washington. See id. at ¶ 9. It was listed in 2008 for a total asking price of
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$247,000.00, which was later reduced to $213,000.00 in October 2010. Id. at ¶ 8. The asking

price was later further reduced to $160,000.00, as the Company decided not to excavate and

clean up various tree stumps that continue to make the Pound Property unsuitable for farming.

See id. A large amount of cleanup remains to be done on the Pound Property, which is currently

unusable for farming and other purposes. Id. at ¶ 9. The Pound Property is subject to certain

federal and state use restrictions and requirements, further limiting its marketability. Id. at ¶ 10.

12. Since 2010, a total of three offers have been received for the Pound Property, but

none has resulted in a consummated transaction. See id. at ¶ 11. The restrictions on land use

described above, the generally low interest level in the Pound Property, the condition of the

Pound Property as described above, and the difficulty of securing adequate financing in the

current economy, have contributed to the difficulty that Pacifica Poplars and CPC have faced in

their attempts to sell. See id. Therefore, CPC believes that the terms of this Sale, as set forth in

the Purchase Agreement and described below, represent the highest and best value for the

Debtors’ estates and creditors under the circumstances.

C. The Sale Transaction

13. In mid-March 2012, the Buyers submitted an offer on the Pound Property in the

amount of $135,000.00. See id. at ¶ 12. The Company made a counteroffer in the amount of

$150,000.00, and the Buyers agreed to the counteroffer. See id. The Company determined that,

based on the circumstances described above, the Buyers’ bid represented the highest and best

offer for the Pound Property. Id. at ¶ 13. Consequently, the Company engaged in good-faith

negotiations with the Buyers on the terms of the sale, which negotiations resulted in the Purchase

Agreement attached hereto as Exhibit B. Id. at ¶ 12. Under the terms of Initial CCAA Order, the

Debtors are permitted to sell non-material assets not exceeding $500,000 in any single
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transaction without further need of approval by the Canadian Court; therefore, at this time the

Debtors do not intend to seek an order approving the proposed Sale from the Canadian Court.

See Initial CCAA Order, ¶ 15(a); see also Eighth Baarda Declaration at ¶ 22. CPC is in the

process of seeking the Monitor’s consent to the proposed Sale. See Eighth Baarda Declaration at

¶ 22.

RELIEF REQUESTED

14. By this Motion, CPC seeks entry of an order (a) authorizing the Sale of the Pound

Property on an “as-is, where-is” basis, free and clear of any and all liens, encumbrances and

other interests to the Buyers, pursuant to the terms and conditions of that certain Purchase

Agreement; (b) authorizing and approving the terms of that certain Purchase Agreement, by and

between the Seller and the Buyers; (c) authorizing the Company to pay the brokerage fee

incurred in connection with the Sale; and (d) granting such other and further relief as the Court

deems just and proper.

Summary of Proposed Terms of the Sale3

15. The Purchase Agreement is dated as of March 15, 2012, and is executed by both

the Buyers (as of March 15, 2012) and the Seller (as of March 29, 2012). Pursuant to the terms

and conditions of the Purchase Agreement, and subject to certain approvals, including this

Court’s approval, CPC proposes to sell to the Buyers the Pound Property on an “as-is, where-is”

3 To the extent this summary differs in any way from the terms and conditions of the Purchase Agreement,
the actual terms of the Purchase Agreement shall control. Capitalized terms used but not otherwise
defined herein shall have the meanings ascribed to such terms in the Purchase Agreement.
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basis, free and clear of all liens, claims, encumbrances and other interests. The following is a

summary of the material terms and conditions of the Purchase Agreement:4

A. Property to be Conveyed: Seller will sell and Buyers will purchase the Pound
Property, which consists of approximately Thirty-Eight and Sixty-Six One-
Hundredths (38.66) acres of land and which is more particularly described in
Exhibit A to Addendum A to the Purchase Agreement, together with any and all
personal property, fixtures or other items remaining on the Pound Property when
possession is transferred to the Buyers. Purchase Agreement, Optional Clauses
Addendum ¶ 4; Purchase Agreement, Addendum A, Exhibit A.

B. Purchase Price: The total purchase price for the Pound Property will be One
Hundred Fifty Thousand Dollars and No/100ths ($150,000.00) (the “Purchase
Price”). Purchase Agreement at 1, ¶ 5.

C. Earnest Money Deposit: The Buyers have deposited earnest money in the amount
of Two Thousand Dollars and No/100ths ($2,000.00) (the “Earnest Money
Deposit”) to be held by Windermere Real Estate Co. as selling firm. Purchase
Agreement at 1, ¶ 6; Purchase Agreement at 2, ¶ b. The Earnest Money Deposit
will be non-refundable, unless otherwise provided in the Purchase Agreement.
Purchase Agreement at 2, ¶ b. In the event the Seller is unable to obtain the
approvals of the Monitor and this Court, the Purchase Agreement will be deemed
null and void and the Earnest Money Deposit will be returned to the Buyers.
Purchase Agreement, Optional Clauses Addendum ¶ 11. In the event the Buyers
discover that materially inaccurate information has been given by Seller relating
to the Pound Property, and Buyers further give notice of such materially
inaccurate information within 10 days of mutual acceptance, the Purchase
Agreement will terminate and the Earnest Money Deposit will be returned to the
Buyers. Purchase Agreement at 5, ¶ x. Finally, in the event Buyers review their
preliminary commitment for title insurance and disapproves of exceptions
contained in such preliminary commitment, and Seller does not give timely notice
of its intent to clear all disapproved exceptions, Buyers may terminate the
Purchase Agreement and the Earnest Money Deposit will be returned to the
Buyers, less any unpaid costs described in the Purchase Agreement. Purchase
Agreement, Title Contingency Addendum ¶ 1. At Closing, the Earnest Money
Deposit will be applied to the Purchase Price. Purchase Agreement at 2, ¶ b.

D. Brokerage Commissions: The Seller is represented by Snohomish Properties as
selling firm, and the Buyers are represented by Windermere Real Estate Co. as
selling firm. Purchase Agreement at 1. At the close of escrow, a Commission
equal to Five percent (5%) of the Purchase Price will be paid out of escrow by the

4 Pursuant to Local Rule 6004-1(b)(iv), a Sale Motion (as defined in the Local Rules) must highlight certain
provisions. Accordingly, the relevant provisions implicating Local Rule 6004-1(b)(iv) are included in this
summary.
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closing agent directly to Snohomish Properties and Windermere Real Estate Co.,
with each party receiving a portion of the Commission equal to Two and a Half
percent (2.5%) of the Purchase Price. Purchase Agreement at 4, ¶ u.

E. “As Is, Where Is” Transaction: The Buyers agree that the Seller has not provided
the Buyers with any warranties or representations as to, among other things, any
conditions that may exist on the Pound Property, the condition of any
improvements located within the Pound Property, the availability of any water
rights, the suitability of the Pound Property for the intended use of the Buyers, the
exact amount of property included in the Purchase Agreement, or the precise
location of any corners or boundaries of the Pound Property. Purchase Agreement,
Addendum ¶ 3 – 4. The Buyers acknowledge that they have been advised to,
among other things, investigate the Pound Property and obtain a survey of the
same. Id. Buyers acknowledge that they will verify certain of the above-noted
items for which the Seller has not provided any warranties or representations, to
Buyers’ own satisfaction. Purchase Agreement, Optional Clauses Addendum ¶ 1;
Purchase Agreement, Addendum ¶ 3.

F. Closing and Other Deadlines: The Sale is conditional on closing by May 18, 2012
assuming CPC can obtain approval by the and Monitor and this Court by such
date. See Purchase Agreement at 1, ¶ 10; see also Purchase Agreement, Optional
Clauses Addendum, ¶ 11. The Buyers will take possession on the closing date.
Purchase Agreement at ¶ 11. This deadline is reasonable in light of the amount of
time the Parties require to obtain the appropriate title insurance and the requisite
approvals and consents.

G. Approvals: The closing of the transaction contemplated by the Purchase
Agreement will be conditioned on the Seller obtaining approval from the Monitor
and this Court. Purchase Agreement, Optional Clauses Addendum ¶ 11.

H. Private Sale: The Purchase Agreement assumes no auction or additional
solicitation of competitive bidding. Proposed Order, ¶ H, K. See infra, ¶ 27 – 29.

BASIS FOR RELIEF

16. CPC commenced these Chapter 15 Cases to obtain recognition of the CCAA

Proceeding as a foreign proceeding. CPC’s and the Debtors’ ultimate goal is to ensure an

orderly administration of the Debtors’ financial affairs and the restructuring of the Debtors’

capital structure, while also maximizing value for all of the Debtors’ stakeholders by divesting

certain of its assets as appropriate and with the support of the Monitor.
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A. Section 363 of the Bankruptcy Code Applies to the Proposed Sale

17. The relief requested herein is authorized by sections 105(a), 363, 1520 and 1521

of the Bankruptcy Code.

18. Section 1520 of the Bankruptcy Code provides, in pertinent part, that “[u]pon

recognition of a foreign proceeding that is a foreign main proceeding, [section 363 of the

Bankruptcy Code applies] to a transfer of an interest of the debtor in property that is within the

territorial jurisdiction of the United States.” 11 U.S.C. § 1520(a)(2). Section 363(b)(1) of the

Bankruptcy Code, in turn, provides, in relevant part, that a debtor “after notice and a hearing,

may use, sell, or lease, other than in the ordinary course of business, property of the estate.” Id. at

§ 363(b)(1).

19. This Court has already recognized the CCAA Proceeding as a foreign main

proceeding, pursuant to the Recognition Order. See Recognition Order at ¶ 2. Therefore, section

363 of the Bankruptcy Code applies to these Chapter 15 Cases.

B. The Proposed Sale Is a Product of the Debtors’ Reasonable Business Judgment

20. As noted above, section 363(b)(1) of the Bankruptcy Code provides, in relevant

part, that a debtor “after notice and a hearing, may use, sell, or lease, other than in the ordinary

course of business, property of the estate.” 11 U.S.C. § 363(b)(1). In addition, section 105(a) of

the Bankruptcy Code provides, in relevant part, that “[t]he court may issue any order, process, or

judgment that is necessary or appropriate to carry out the provisions of this title.” 11 U.S.C. §

105(a).

21. A proposed sale of assets of a debtor under section 363 of the Bankruptcy Code

outside the ordinary course of business is appropriate if a court finds that the transaction

represents a reasonable business judgment on the part of the debtor. See In re Abbotts Dairies of
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Pa., Inc., 788 F.2d 143 (3d Cir. 1986) (implicitly adopting a “sound business purpose” test and a

good faith test); In re Delaware & Hudson Ry. Co., 124 B.R. 169 (D. Del. 1991) (concluding that

the Third Circuit had adopted a “sound business purpose” test).

22. Generally, courts have applied four factors in connection with the “sound business

purpose” test: (1) whether a sound business reason exists for the proposed transaction; (2)

whether fair and reasonable notice has been provided to interested persons; (3) whether the

debtor has obtained a fair and reasonable price; and (4) whether the transaction has been

proposed and negotiated in good faith. Titusville Country Club v. Pennbank (In re Titusville

Country Club), 128 B.R. 396, 399 (Bankr. W.D. Pa. 1991); Delaware & Hudson Ry., 124 B.R. at

176. The proposed Sale satisfies all four conditions, and therefore should be approved by this

Court.

23. First, sound business purposes justify the Sale. CPC believes that the proposed

Sale presents the best opportunity to realize the maximum value of the Pound Property. See

Eighth Baarda Declaration at ¶ 13. The Pound Property has been on the market for years and

during that time little interest has been shown by prospective buyers. See id. at 11. Furthermore,

the condition of the Pound Property has complicated sale efforts. In reality, there is a shortage of

capable buyers willing and able to purchase the Pound Property in its current condition without

further improvement. See id. at ¶¶ 9 – 11. Here, however, the Buyers are willing to take the

Pound Property “as-is,” and can provide an “all cash offer” eliminating potential financing

complications.

24. Second, fair and reasonable notice has been provided to potentially interested

parties. Indeed, as the Pound Property has been marketed consistently for over three years and

multiple parties have, in fact, submitted offers during that time, it is clear that all potential buyers
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have previously had notice of the opportunity to purchase the Pound Property. Further, proper

notice of this Motion is being provided consistent with Bankruptcy Rule 2002(a)(2).

25. Third, CPC believes that the Purchase Price represents a fair and reasonable price

for the Pound Property, particularly in light of its condition, the amount of work that would have

to be completed in order to use the Pound Property, and the length of time the Pound Property

has been on the market. The Company has analyzed other available options in connection with

the disposition of the Pound Property, in the form of multiple alternative offers proffered over

the last two years. In light of the weak market and the fact that the Buyers do not require

financing to close this sale transaction, the Company believes that the Purchase Price is fair and

reasonable under the circumstances.

26. Finally, the marketing and negotiation process satisfies the good faith requirement

of Section 363(m) of the Bankrutpcy Code. The Purchase Agreement is the product of good

faith solicitation efforts and arm’s-length negotiations among Seller and Buyers with respect to

the Purchase Price, the “as is, where is” provisions and other terms of the Purchase Agreement.

C. The Sale of the Pound Property Without a Formal Auction is Justified

27. Under Bankruptcy Rule 6004, a debtor may sell assets outside of the ordinary

course of business by private sale or public auction. Fed. R. Bankr. P. 6004.

28. CPC believes that the sale of the Pound Property to the Buyers without an auction

is the best way to maximize value for their estates. As described above, the Pound Property has

remained on the market for over three years; in that time, a number of proposed bids have fallen

through due to financing problems or concerns over the condition of the Pound Property. CPC

believes that the Buyers have demonstrated the ability to close the Sale transaction and offered

the highest and best price for the Pound Property, under the circumstances. Accordingly, CPC
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has concluded that it is unlikely the Debtors would realize a higher purchase price for the Pound

Property that would warrant the costs and delays associated with a further formal auction process,

particularly in light of the de minimis value of the Pound Property.

29. Furthermore, it should be noted that relief similar to that requested herein has

been granted under section 363 of the Bankruptcy Code in cases in this district. In re Nortel

Network Inc., et al., Case No. 09-10138 (Bankr D. Del. Apr. 26, 2011) (authorizing the private

sale of certain internet number assets free and clear of interests); In re Building Materials

Holding Corp., et al., Case No. 09-12074 (Bankr. D. Del. Dec. 30, 2009) (authorizing the private

sale of certain real property free and clear of interests on shortened notice); In re Birch Telecom,

Inc., et al., Case No. 05-12237 (Bankr. D. Del. Mar. 22, 2006) (authorizing the private sale of

certain real property free and clear of interests, and authorizing the payment of auctioneer’s fee

in connection with sale). The relief requested herein is therefore also justified by existing

precedent.

D. The Proposed Sale Satisfies the Requirements of Section 363(f) for a Sale Free and
Clear of Claims

30. Under Bankruptcy Code section 363(f), a debtor may sell property free and clear

of any interest in such property of an entity other than the estate only if, among other things:

(1) applicable nonbankruptcy law permits sale of such property free and clear of such
interest;

(2) such entity consents;

(3) such interest is a lien and the price at which such property is to be sold is greater
than the aggregate value of all liens on such property;

(4) such interest is in bona fide dispute; or

(5) such entity could be compelled, in a legal or equitable proceeding, to accept a
money satisfaction of such interest.
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11 U.S.C. § 363(f). Since section 363(f) of the Bankruptcy Code is drafted in the disjunctive,

satisfaction of any one of its five requirements will suffice to permit the sale of the Pound

Property “free and clear” of liens and interests. See Mich. Employment Sec. Comm’n v.

Wolverine Radio Co. (In re Wolverine Radio Co.), 930 F.2d 1132 (6th Cir. 1991); In re Elliot, 94

B.R. 343 (E.D. Pa. 1988).

31. CPC seeks authority to transfer the Debtors’ right, interest and title in the Pound

Property free and clear of all interests, except as set forth in the Purchase Agreement. With

respect to any and all creditors that may assert an interest in the Pound Property, the Debtors

submit that, at minimum, subsections (1), (2) and (5) of section 363(f) apply.

32. Notably, the Pound Property is not subject to the liens of holders of 2016 Notes;

therefore, their consent is unnecessary. See Eighth Baarda Declaration at ¶ 23. Furthermore, the

proposed Sale falls within a de minimis exception to the general asset sale restrictions contained

in the indenture agreement for the 2014 Notes. Id. The Company is in the process of seeking to

obtain the consent of the debtor-in-possession financing lender, which has an interest in the

Pound Property. Id. at ¶ 24. Therefore, with respect to all of the Debtors’ borrowed money

constituencies, applicable nonbankrutpcy law authorizes the sale of the Pound Property free of

those constituencies’ interests.

33. Moreover, any other alleged lien holders could be compelled under section

363(f)(5) to accept a money satisfaction of their interests in an appropriate proceeding. In

addition, any other lien and interest holders, to the extent known by the Debtors, which might

claim an interest in the Pound Property will be adequately protected, because their liens and/or

interests will attach to the net proceeds of the Sale, subject to any claims and defenses the

Debtors may possess with respect thereto. Finally, a sale free and clear of liens and other
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interests is necessary to maximize the value of the Pound Property. Therefore, CPC submits that

the proposed Sale should be approved free and clear of all liens and other interests pursuant to

section 363(f) of the Bankruptcy Code.

E. The Buyers are Entitled to the Protections of Section 363(m)

34. CPC additionally requests that the Court apply the protections provided by section

363(m) of the Bankruptcy Code in connection with the Sale. Section 363(m) of the Bankruptcy

Code provides, in relevant part, as follows:

The reversal or modification on appeal of an authorization under subsection (b) or
(c) of this section of a sale or lease of property does not affect the validity of a
sale or lease under such authorization to an entity that purchased or leased such
property in good faith, whether or not such entity knew of the pendency of the
appeal, unless such authorization and such sale or lease were stayed pending
appeal.

11 U.S.C. 363(m).

35. While the Bankruptcy Code does not define “good faith purchaser,” the Second

Circuit has stated that “the phrase encompasses one who purchases in ‘good faith’ and for

‘value’.” In re Abbotts Diaries, 788 F.2d at 147. Courts have held that in order to demonstrate a

lack of good faith, a party would have to show “fraud or collusion between the purchaser and

[seller] or an attempt to take grossly unfairly advantage [of other potential purchasers].” Id.

(citing In re Rock Indus. Mach. Corp., 572 F.2d 1195, 1198 (7th Cir. 1978)); In re Colony Hill

Assocs., 111 F.3d 269, 276 (2d Cir. 1997).

36. CPC and the Buyers have acted in good faith in negotiating the sale of the Pound

Property. There is no evidence of fraud or collusion in the relevant facts or in the terms of the

Purchase Agreement. The Debtors and the Buyers have not acted in a collusive manner with any

person and the purchase price was not controlled by any agreement among bidders. The Buyers
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are not insiders of the Debtors as the term is defined in section 101(31) of the Bankruptcy Code,

and all negotiations have been conducted on an arm’s length, good faith basis. Accordingly,

CPC requests that the Court make a finding that the Buyers will be purchasing the Pound

Property in good faith within the meaning of Bankruptcy Code section 363(m) and, thus, are

entitled to the protections of Bankruptcy Code section 363(m).

F. Payment of the Brokerage Fee is Warranted

37. It is normal and customary in transactions of this nature for the selling party to

pay a brokerage fee or commission. The ability of a party to offer such a fee allows CPC to sell

its property for the benefit of the Debtors’ estates and their creditors.

38. Here, Snohomish Properties has assisted CPC in its lengthy marketing efforts with

respect to the Pound Property by listing the Pound Property and negotiating with interested

parties for over three years. In addition, Windermere Real Estate Co. has also provided

assistance in the proposed Sale transaction by representing the interests of the Buyers. CPC

believes that payment of the Commission in the amount of $3,750.00, or 2.5% of the total

Purchase Price, to Snohomish Properties, and $3,750.00, or 2.5% of the total Purchase Price, to

Windermere Real Estate Co., is reasonable and warranted under the circumstances. Accordingly,

CPC respectfully requests that the Court authorize the Seller to pay the Commission at closing

from the proceeds of the Sale, pursuant to the terms of the Purchase Agreement.

G. Relief from the Fourteen-Day Waiting Period Under Bankruptcy Rule 6004(h) is
Appropriate

39. Bankruptcy Rule 6004(h) provides, in relevant part, that an order “authorizing the

sale, use or lease of property … is stayed until the expiration of 14 days after entry of the order,

unless the court orders otherwise.” Bankr. R. Fed. P. 6004(h). Pursuant to the terms of the
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Purchase Agreement, the parties plan to close the Sale on April 15, 2012. Consummating the

Sale transaction in a timely manner is important to CPC’s efforts to maximize value for the

Debtors’ estates. Accordingly, CPC requests that any order approving the Sale be effective

immediately by providing that the 14-day stay under Bankruptcy Rule 6004(h) and any other

stay that might apply be waived in this instance.

NOTICE

40. CPC proposes to notify all Notice Parties of (a) the filing of this Motion, (b) the

deadline to object to the Motion, and (c) the hearing date for this Motion in accordance with the

proposed Order Limiting Notice and Approving Form and Manner Thereof and Granting

Related Relief (as entered, the “Order Limiting Notice”) filed concurrently herewith, and this

Court’s Order (I) Specifying Form and Manner of Service of Notice of Filing of Petitions and

Other Pleadings Pursuant to Chapter 15 of the Bankruptcy Code and (II) Scheduling a Hearing

on Chapter 15 Petitions for Recognition [Docket No. 23] (the “Notice Order”). In light of the

nature of the relief requested herein, CPC submits that no other or further notice of this Motion is

necessary or required.
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CONCLUSION

WHEREFORE, CPC respectfully requests that this Court (i) grant this Motion

and the relief requested herein; (ii) enter the Proposed Order substantially in the form attached

hereto as Exhibit A; and (iii) grant such other and further relief as it deems just and proper.

Dated: Los Angeles, California
April 23, 2012

/s/ Van C. Durrer, II
Van C. Durrer, II (I.D. No. 3827)
SKADDEN, ARPS, SLATE, MEAGHER
& FLOM LLP
300 South Grand Avenue
Los Angeles, California 90071
(213) 687-5000

Counsel for Catalyst Paper Corporation
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

In re:

CATALYST PAPER CORP., et al.,

Debtors.1

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

x
:
:
:
:
:
:
:
:
x

Chapter 15

Case No. 12-10221 (PJW)

Jointly Administered

Related Docket Nos. :

ORDER (I) AUTHORIZING AND APPROVING THE PRIVATE SALE OF THE
POUND PROPERTY FREE AND CLEAR OF ALL LIENS, CLAIMS,

ENCUMBRANCES, AND OTHER INTERESTS; (II) APPROVING THE PURCHASE
AGREEMENT; (III) AUTHORIZING PAYMENT OF BROKERAGE FEE IN

CONNECTION WITH SALE; AND (IV) GRANTING OTHER RELATED RELIEF

Upon the motion (the “Motion”)2 of Catalyst Paper Corporation (“CPC”), as the

authorized foreign representative for itself and its above-captioned affiliates (collectively, the

“Debtors” and, together with their non-debtor affiliates, the “Company”) in a proceeding (the

“CCAA Proceeding”) under under Canada’s Companies’ Creditors Arrangement Act, R.S.C.

1985, c. C-44, and Business Corporations Act, S.B.C. 2002, c. 57, pending before the Supreme

Court of British Columbia (the “Canadian Court”) under sections 105(a), 363, 1520, and 1521 of

title 11 of the United States Code (the “Bankruptcy Code”) and Rules 2002, 6004, and 9014 of

the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”), and Rule 6004-1 of the

1 These jointly administered cases are those of the following Debtors: 0606890 B.C. Ltd., Catalyst Paper
Corporation, Catalyst Paper Energy Holdings Inc., Catalyst Paper General Partnership, Catalyst Pulp and Paper
Sales Inc., Catalyst Pulp Operations Ltd., Catalyst Pulp Sales Inc., Elk Falls Pulp and Paper Ltd., and Pacifica
Poplars Ltd. (collectively, the “Canadian Debtors”) in addition to Catalyst Paper Holdings Inc., Pacifica Papers
U.S. Inc., Pacifica Poplars Inc., Pacifica Papers Sales Inc., Catalyst Paper (USA) Inc., Catalyst Paper
(Recycling) Inc., Catalyst Paper (Snowflake) Inc. and The Apache Railway Company (collectively, the “U.S.
Debtors”).

2 Unless otherwise defined herein, capitalized terms used herein shall have the meanings ascribed to them in the
Motion.
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Local Rules of Bankruptcy Practice and Procedure of the United States Bankruptcy Court for the

District of Delaware (the “Local Rules”) for an order (I) authorizing the Debtors to sell the

Pound Property free and clear of all liens, claims, and encumbrances to Kuo-Chao Wang and

Shu-Hui Lo (collectively, the “Buyers”), (II) authorizing and approving the terms of that certain

Vacant Land Purchase and Sale Agreement, dated as of March 15, 2012 (the “Purchase

Agreement”), by and between Pacifica Poplars Inc. (“Pacifica Poplars” or the “Seller”) and the

Buyers, a true and correct copy of which is attached as Exhibit B to the Motion, (III) authorizing

the Company to pay the brokerage fee incurred in connection with the Sale, and (IV) granting

related relief; and the Court having reviewed the Motion and the Eighth Declaration of Brian

Baarda [Docket No. __] submitted in support thereof; and the Court having determined that the

relief requested in this Motion is in the best interests of the Debtors, their estates, their creditors

and other parties-in-interest; and it appearing that notice of the Motion was good and sufficient

under the particular circumstances and that no other or further notice need be given; and upon

consideration of the record and the hearing on the Motion held before this Court; and after due

deliberation thereon; and good and sufficient cause appearing therefore;

It is hereby FOUND AND DETERMINED THAT:3

A. Jurisdiction and Venue. This Court has jurisdiction to consider this

Motion under 28 U.S.C. §§ 157 and 1334. This is a core proceeding under 28 U.S.C. § 157(b).

Venue of these cases and this Motion in this district is proper under 28 U.S.C. §§ 1408, 1409,

and 1410.

3 Findings of fact shall be construed as conclusions of law and conclusions of law shall be construed as findings
of fact when appropriate. See Bankruptcy Rule 7052.
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B. Statutory Predicates. The statutory predicates for the relief requested

herein are Bankruptcy Code sections 105(a), 363, 1520, and 1521, Bankruptcy Rules 2002, 6004,

and 9014, and Local Rule 6004-1.

C. Notice. Good and sufficient notice of the Motion and the relief granted by

this Order has been given and no other or further notice is required.

D. Best Interest of Debtors and Appropriate Exercise of Power.

Consummation of the Sale of the Pound Property, and the related relief granted in this Order, is

in the best interests of the Debtors, their estates, their creditors, and other parties-in-interest and

is an appropriate exercise of the Court’s power under or in connection with the Bankruptcy Code,

including, but not limited to section 105(a), 363, 1520, and 1521 thereof.

E. Commission. The proposed Commission is the product of arms-length

negotiations between the Debtors and Snohomish Properties. Accordingly, payment of the

Commission is reasonable and appropriate, in light of the size and nature of the proposed Sale

and comparable transactions, the commitments that have been made, and the efforts that have

been be expended by Snohomish Properties as listing agent and by Windermere Real Estate Co.

as selling agent.

F. Corporate Authority. The Seller (i) has full corporate power and

authority to execute the Purchase Agreement and all other documents contemplated thereby, and

the Sale of the Pound Property by the Seller has been duly and validly authorized by all

necessary corporate action, (ii) has all of the corporate power and authority necessary to

consummate the transactions contemplated by the Purchase Agreement, (iii) has taken all

corporate action necessary to authorize and approve the Purchase Agreement and the

consummation of the transactions contemplated thereby, and (iv) no consents or approvals, other
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than those expressly provided for in the Purchase Agreement, are required for the Seller to

consummate such transactions.

G. Opportunity to Object. A reasonable opportunity to object and to be

heard with respect to the Motion and the relief requested therein has been given, in light of the

circumstances, to all interested persons and entities, including the following: (a) the Office of the

United States Trustee for the District of Delaware; (b) the Securities and Exchange Commission;

(c) the Internal Revenue Service; (d) the United States Attorney Office for District of Delaware;

(e) counsel for certain 2016 Noteholders; (f) counsel for certain 2014 Noteholders; (g) counsel to

the Administrative Agent of the debtor-in-possession financing facility; (h) all other known

parties with liens of record on the Pound Property; and (i) those persons filing notices of

appearance or requests for notice under Bankruptcy Rule 2002 in these cases (collectively, the

“Notice Parties”) in accordance with the Notice Order and the Order Limiting Notice.

H. Business Justification. The Debtors have demonstrated both (i) good,

sufficient, and sound business purpose and justification and (ii) compelling circumstances for the

Sale pursuant to Bankruptcy Code section 363(b) prior to, and outside of, a plan of

reorganization in that, among other things, absent the Sale transaction, the value of the Pound

Property will be harmed. The Debtors are not required to seek or solicit any additional

competitive bids.

I. Arm’s-Length Sale. The Purchase Agreement and related documents

were negotiated, proposed, and entered into by the Debtors and the Buyers without collusion, in

good faith, and from arm’s-length bargaining positions. The Buyers are not “insiders” of any of

the Debtors, as that term is defined in Bankruptcy Code section 101. None of the Debtors, nor

the Buyers, have engaged in any conduct that would cause or permit the Purchase Agreement
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and related documents to be avoided under Bankruptcy Code section 363(n), to the extent

applicable. Specifically, the Debtors and the Buyers have not acted in a collusive manner with

any person and the purchase price was not controlled by any agreement among bidders.

J. Good Faith Purchaser. The Buyers are good faith purchasers under

Bankruptcy Code section 363(m) and, as such, are entitled to all of the protections afforded

thereby. The Buyers will be acting in good faith within the meaning of Bankruptcy Code section

363(m) in closing the transaction contemplated by the Purchase Agreement and related

documents.

K. Consideration. The consideration provided by the Buyers for the Pound

Property pursuant to the private Sale contemplated by the Purchase Agreement (i) is fair and

reasonable, (ii) is the highest and best offer for the Pound Property, (iii) will provide a greater

recovery for the Debtors’ creditors than would be provided by any other practical available

alternative, and (iv) constitutes reasonably equivalent value and fair consideration under the

Bankruptcy Code and under the laws of the United States, any state, territory, possession, or the

District of Columbia.

L. Free and Clear. The Debtors are the sole and lawful owners of the Pound

Property The transfer of the Pound Property to the Buyers under the Purchase Agreement and

related documents will be a legal, valid, and effective transfer of the Pound Property, and will

vest the Buyers with all right, title, and interest of the Debtors to the Pound Property free and

clear of all liens, claims (as defined in Section 101(5) of the Bankruptcy Code), encumbrances or

interests of any kind or nature whatsoever, including, but not limited to, those (i) that purport to

give to any party a right or option to effect any forfeiture, modification or termination of the

Debtors’ interests in the Pound Property, or any similar rights and (ii) relating to taxes arising



7

under or out of, in connection with, or in any way relating to the operation of the Debtors’

business prior to the date of the closing (the “Closing Date”) of the Sale (collectively, the

“Interests”). With respect to each person or entity asserting an Interest in the Pound Property,

one or more of the standards set forth in section 363(f) have been satisfied. All holders of

Interests in the Pound Property who did not object to the Motion and the relief requested therein,

or who withdrew any objections to the Motion and the relief requested therein, are deemed to

have consented to the Sale pursuant to section 363(f)(2) of the Bankruptcy Code. Those holders

of Interests who did object fall within one or more of the other subsections of section 363(f), and

are adequately protected by having their Interests, if any, attach to the proceeds of the Sale with

the same priority, validity, force and effect as they attached to such property immediately before

the closing of the Sale relating to the Pound Property.

M. No Intentional Fraudulent Transfer. The Purchase Agreement was not

entered into for the purpose of hindering, delaying or defrauding creditors under the Bankruptcy

Code and under the laws of the United States, any state, territory, possession, or the District of

Columbia.

N. Buyers Not Insiders. Immediately prior to the Closing Date, the Buyers

were not “insiders” or “affiliates” of the Debtors, as those terms are defined in the Bankruptcy

Code, and no common identity of incorporators, directors or stockholders existed between the

Buyers and the Debtors. The Buyers are not purchasing all of the Debtors’ assets, and the Buyers

are not holding themselves out to the public as a continuation of the Debtors. The Sale does not

amount to a consolidation, merger or de facto merger of the Buyers and the Debtors and/or the

Debtors’ estate, there is not substantial continuity between the Buyers and the Debtors, there is

no continuity of enterprise between the Debtors and the Buyers, the Buyers are not a mere
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continuation of the Debtors or the Debtors’ estates, and the Buyers do not constitute a successor

to the Debtor or the Debtors’ estates to the extent allowed under state law.

O. Legal, Valid Transfer. The transfer of the Pound Property to Buyers will

be a legal, valid, and effective transfer of the Pound Property, and will vest Buyer with all right,

title, and interest of the Debtors to the Pound Property free and clear of all liens, claims and

encumbrances, except as set forth in the Purchase Agreement.

NOW, THEREFORE, IT IS ORDERED THAT:

1. Motion is Granted. The Motion is GRANTED as provided herein as of

the date hereof with respect to all parties.

2. Objections Overruled. Any objections or reservations of rights with

respect to the entry of this Order or the relief granted herein and requested in the Motion that

have not been withdrawn, waived, or settled, or not otherwise resolved pursuant to the terms

hereof, if any, hereby are denied and overruled on the merits with prejudice.

3. Approval. The Purchase Agreement and related documents, and all of the

terms and conditions thereof are hereby approved as of the date hereof with respect to all parties.

4. Commission. Payment of the Commission is approved on the terms set

forth in the Purchase Agreement and any other applicable agreements between Snohomish

Properties and the Debtors.

5. Immediately Effective. Notwithstanding any provision in the Bankruptcy

Rules to the contrary, including without limitation, Bankruptcy Rule 6004(h): (i) this Order shall

be effective immediately and enforceable upon its entry; (ii) the Debtors are not subject to any

stay in the implementation, enforcement or realization of the relief granted in this Order, and (iii)

the Debtors are authorized and empowered, and may in their discretion and without further delay,
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take any action and perform any act necessary to implement and effectuate the terms of this

Order.

6. Free and Clear. Except as expressly permitted or otherwise specifically

provided for in the Purchase Agreement and related documents, or this Order, pursuant to

Bankruptcy Code section 363(f), the Debtors’ interests in the Pound Property shall be transferred

to the Buyers pursuant to the Purchase Agreement and, as of the Closing Date, shall be free and

clear of all Interests of any kind or nature whatsoever with all such Interests to attach to the net

proceeds ultimately attributable to the property against or in which such Interests are asserted,

subject to the terms of such Interests, with the same validity, force and effect, and in the same

order of priority, which such Interests now have against the Pound Property or its proceeds,

subject to any rights, claims and defenses of Debtors or their estates, as applicable, may possess

with respect thereto.

7. Good Faith. The transactions contemplated by the Purchase Agreement

and related documents are undertaken by the Buyers in good faith, as that term is used in

Bankruptcy Code section 363(m) and, accordingly, the Buyer is entitled to all of the protections

thereunder and the reversal or modification on appeal of the authorization provided herein to

consummate the Sale shall not affect the validity of the Sale with respect to the Buyers, unless

such authorization is duly stayed pending such appeal.

8. No Collusion. None of the Debtors, nor the Buyers, have engaged in any

conduct that would cause or permit the Purchase Agreement and related documents to be avoided

under Bankruptcy Code 363(n), to the extent applicable. Specifically, the Debtors and the Buyer

have not acted in a collusive manner with any person and the purchase price was not controlled

by any agreement among bidders.
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9. Additional Authorization. The Debtors are authorized and empowered

to take such actions as may be necessary to implement and effect the terms and requirements

established under this Order.

10. Binding Order. This Order shall be binding on and inure to the benefit of

the Buyers, their affiliates, successors and assigns, and the Debtors, including any fiduciary

appointed for the estates of the Debtors.

11. Findings of Fact and Conclusions of Law. This Order shall constitute

the findings of fact and conclusions of law and shall take immediate effect upon execution hereof.

12. Retention of Jurisdiction. This Court shall retain jurisdiction to enforce

and implement the terms of the Purchase Agreement and related documents, all amendments

thereto, and any waivers and consents thereunder, and each of the agreements executed in

connection therewith in all respects, including, but not limited to, retaining jurisdiction to (a)

compel delivery of the Pound Property to the Buyers; (b) compel delivery of the Purchase Price

or performance of other obligations owed to the Debtors; (c) resolve any disputes arising under

or related to the Purchase Agreement and related documents, except as otherwise provided

therein; (d) interpret, implement, and enforce the provisions of this Order and the Purchase

Agreement and related documents; and (e) protect the Buyers against any Interests in the Debtors

or the Pound Property of any kind or nature whatsoever, attaching to the proceeds of the Sale.

13. Reasonably Equivalent Value. The consideration provided by the

Buyers for the Pound Property under the Purchase Agreement shall be deemed to constitute

reasonably equivalent value and fair consideration under the Bankruptcy Code and under the

laws of the United States, any state, territory, possession, or the District of Columbia.
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14. No Avoidance. The consideration provided by the Buyers for the Pound

Property under the Purchase Agreement is fair and reasonable and may not be avoided under

section 363(n) of the Bankruptcy Code.
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15. Government Action. Each and every federal, state, and local

governmental agency or department is hereby directed to accept any and all documents and

instruments necessary and appropriate to consummate the transactions contemplated by the

Purchase Agreements.

Dated: Wilmington, Delaware
May _____, 2012

HONORABLE PETER J. WALSH
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Purchase Agreement
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