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Sequana facing potential multimillion-¢
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By Damryl Danielli, Tuesday 26 November 2013 S|
11 comments

Sequana, the owner of paper merchanting group Antalis l

and paper manufacturer Arjowiggins, is facing a potential I

€578m (£484m) lawsuit after a High Court ruling against a
company it previously owned.
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Windward Prospects, formerly Arjo Wiggins Appleton, has been
instructed by the High Court to either sue Sequana for €578m
(£484m) of contested dividends paid in 2008 and 2009 or face
receivers being appointed to take the action.

BAT Industries, a division of British American Tobacco (BAT), is
attempting te force Windward Prospects to sue its former owner
Sequana for the dividends it paid out to the French paper group
to ensure that Windward has sufficient funds to meet its share of
any obligations resulting from the $1bn clean-up operation
following the pollution of twe US rivers with chemicals used in
paper production between the 1950s and 1570s

https://www.printweek.com/print -
week/news/1140748/sequana -facing -potential -
multimillion  -euro -legacy -court -claim
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BAT Industries v Windward Prospects Ltd

21 November 2013
[2013] EWHC 3612 (Comm)
Commercial Court, Queen's Bench Division (Hamblen J)

HOME = BAT INDUSTRIES ¥V WINDWARD PROSPECTS LTD

BAT sought the appointment of a receiver in order to compel the defendant. Windward. to issue proceedings against its former
directors and a sole shareholder who had benefited from allegedly excessive and unlawful dividends. At the root of the
proceedings was a dispute over who was respensible for the costs of cleaning up two rivers in the USA which had been
contaminated by chemicals used in the paper industry. BAT had acquired a division of a US company that had operated a
culpable paper factory. This company was later demerged to become part of Windward. Various indemnities were obtained
regarding potential liability for clean-up costs during both transactions. Before the court Windward denied liability but conceded
that BAT had at least a good arguable case that it was indemnified by Windward against liability for clean-up costs, which totalled
over US$75 million.

BAT claimed that Windward was not trading when in 2008 and 2009 it paid large dividends to its sole sharehaolder, Sequana. a
French company. BAT submitted that these dividends were unlawful under the Companies Act 2006 and/or the directors were in
breach of their duties in authorising them. Were French law to apply an unjust enrichment claim against Sequana, the limitation
period would be five years.

Hamblen ] found that Windward's claims against its former directors and shareholder had a real prospect of success, and that
BAT had established there was a real risk, if the claims were found to be governed by French law, of them imminently becoming
time-barred. Windward submitted that it was actively considering the issuing of proceedings and the appointment of a receiver
would interfere with this process. This was rejected by Hamblen ] who placed considerable weight on the fact that the
appointment of a receiver in the specific circumstances of the case would not be onerous, because Windward was not a trading
company and the receiver's role would be limited solely to the issuing of protective proceedings. He observed that were
windward to undertake to issue such proceedings before the expiry of the French limitation period, an order of the court would
not be necessary, but in the absence of such an undertaking it was just and equitable to appoint a receiver.

The court would appoint a receiver to issue a protective claim on behalf of a company over allegedly unlawful dividend
payments when there was a risk of the claim becoming time-barred and the claimant had a good arguable case that the
company was liable to it for a substantial indemnity.

https://xxiv.co.uk/case/bat  -industries -v-windward -

prospects -ltd/

https://lwww.bloomberg.com/news/articles/2013 -11-
21/bat -gets-court -receiver -for -778-million -lawsuit -
against -sequana



British American Tobacco Annual Report 2014

(h) Fox River

As explained in note 30, a Group subsidiary has certain liabilities in respect of indemnities given on the purchase and disposal of former businesses

in the United States and in 2011, the Group provided £274 million in respect of claims in relation to environmental clean-up costs of the
Fox River.

On 30 September 2014, a Group subsidiary, NCR, Appvion and Windward Prospects entered into the Funding Agreement with regard to the
costs for Fox River. Based on this Funding Agreement, £56 million has been paid with legal costs incurred of £7 million. The Fox River provision
has been reviewed and £27 million has been released in 2014 (see note 22 and note 30).

A provision of £274 million was made in 2011 for a potential claim under a 1998 settlement agreement entered into by a Group subsidiary in
respect of the clean-up of sediment in the Fox River. On 30 September 2014, the Group, NCR, Appvion and Windward Prospects entered into
the Funding Agreement. The details of this agreement are explained in note 30. This agreement led to payments of £56 million in the year.

In addition, the Group incurred other costs of £7 million which were also charged against the provision. In light of the conclusion of the Funding
Agreement, the sums that the Group has agreed to pay thereunder, as well as the available information in relation to the extent of the clean-up
related costs, the Group has reviewed the Fox River provision and £27 million has been released from the provision in 2014. It is expected that
the non-current provision will unwind within five years.

https://lwww.bat.com/group/sites/uk__9d9kcy.nsf/vwPagesWebLive/DO9DCL3B
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12 November 2014

Forecasts: a new price cycle begins

INSTALLATIONS MARKET&TRENDS + PAPER PRODUCTION ~ TISSUE PACKAGING suU

Despite the financial crisis from 2006 to 2012, a range of factors has helped keep pulp

levels above normal trends (decline of the sawmill market in North America, import taxes

Analysis and perspectives on wood from Russia, prohibition of cutting in Indonesia, advent of bioenergies): all these
Raw materials: global pulp market I factors have resulted in a rise in prices,lincluding the earthquake in Chile and the «bubble:=
trends of pulp for dissolution. And, at the same time, the American dollar has weakened and China
Focus turns te China both to understand the develcpment of paper production capacity and its -

influence cn the global pulp market. And a lock at short fibre: interview with Ari Borg of Fibria. haS‘ EXDE”EHCEd g bDDm'

Chiara Italia 12 November 2014 @ 13067 -4

Chinese import demand highly price sensitive

In short, therefore, for the next 15-20 years, we will need 100 million tonnes more fibre, AacaEEEE L el

the conclusion drawn on the basis of per capita consumption. And even if no growth in e [E— bttt of oot kP ot
paper production has been seen in the last six years, an increase in the pulp market can be ]:: e o
forecast: more specifically, an increase of a million tonnes a year. But how is this possible? oa —
How can the pulp market grow, whilst the paper market remains stable? Because we are 5: wl

E

[14]

talking about a repositioning of paper production, Tom Wright explains: paper production is
a growing industry, not so much in China as in the Middle East and in integrated countries b
like North America, Japan and Europe: this is the key reason why pulp is set to increase.
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https://www.paperindustryworld.com/raw -materials -global -pulp -market -trends/
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https://www.paperindustryworld.com/files/2014/10/CARW-2014-003-CELLULOSA9.png

14 January 2015

Wood pulp and paper prices are on the rise — hitting
historically high levels, in fact — and expected to

Mty Newsblnighe v Allfesouces ¥ Medie Q e continue growing over the next three years, which is bad
Ity Fosider | news for manufacturers that use these goods as inputs.

UNITED STATES /INDUSTRY INSIGHTS In particular, growing wood pulp and paper prices

Wood Pulp and Paper Prices on the Rise| il threaten the profit margins of paper-based
packaging suppliers in the three years to 2017.

o g However, there is good news for these suppliers. _ §

Although their input prices are increasing, rising demand for paper and packaglng products will

allow suppliers to pass these input costs down to buyers, thereby keeping prices high.

Yok gt eoR Ye Additionally, paper-based packaging suppliers often can secure discounts by leveraging
:f; o significant buying power and negotiating with wood pulp suppliers to reduce prices.
S W 4
A A . e
I // \\l’ According to 1BISWorld Jwood pulp buyers have a buyer power score of 3.5 out of 5Jindicating a )
=y moderate amount of negotiating power. Buyers should negotiate sooner rather than later while
05 07 09 1 ) S 7T |
% their buyer power score is higher. The 1.0 percent annualized growth forecast for the price of
e wood pulp will threaten buyer power in the three years to 2017.

PIC POLSKI INSTYTUT CREDIT MANAC F.Mf‘NT o ] ] ) ] ] . ) ]
Y PO DU OF CREDL M ARACEVE https://www.ibisworld.com/industry -insider/industry  -insights/wood -pulp -and -paper -prices -on-the -rise/
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PULPAPERNDews.com
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‘In 2015, global wood pulp prices climbed past the previous peak from 2011,
which was the highest price point in more than 30 years. Unfortunately for
manuftacturers that rely on the matenal as an input, especially paper-based
Wood pu|p and paper pr|CeS packaging manufacturers, higher wood pulp prices have been increasing their
Contlnue to I'ISG production costs. According to IBISWorld, the price of wood pulp is forecast to
rise even further at an annualized rate of 5.1% in the three years to 2019. The
rising price of wood pulp will also be reflected in the domestic price of paper,

s
2,200 which is projected to grow at an annualized rate of 3.2% in the next three
years.
2,000

2 - V4
o 1,800
<] r © Increasing consumer spending will propel growth in demand for various
A 1,600—N discretionary and nondiscretionary goods, which are often shipped using paper-
\ / based packaging. This rise in consumer spending will be driven by several factors.
1,400 v For one, IBISWorld expects that the national unemployment rate will remain at
prerecession levels during the three years to 2019. Improving economic activity will
1,200 encourage more businesses to open and existing businesses to increase hiring,

Graph: IBS World

cating more 1obs In addifion consumer confidence, as measured by the

consumer confidence index, |5 forecast to rise at an annuallzed rate of 3.2% in the

POLSKI INSTYTUT CREDIT MANAGEMENT
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T . https://www.sequana.com//wp  -content/uploads/2016/04/Sequana  -DDR_2015_GB -1.05.2016.pdf
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