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Estate Nos.: 32-158522, 32-158523 and 32-158524

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

IN THE MATTER OF THE BANKRUPTCY OF SHAW CANADA L.P.,
STONE & WEBSTER CANADA HOLDING ONE (N.S.), ULC AND

STONE & WEBSTER CANADA HOLDING TWO, INC.
OF THE CITY OF MISSISSAUGA, IN THE PROVINCE OF ONTARIO

SECOND REPORT OF DUFF & PHELPS CANADA RESTRUCTURING INC.
AS TRUSTEE IN BANKRUPTCY OF

SHAW CANADA L.P.,
STONE & WEBSTER CANADA HOLDING ONE (N.S.), ULC AND STONE &

WEBSTER CANADA HOLDING TWO, INC.

October 1, 2013

1.0 Introduction

1. On August 31, 2012, Shaw Canada L.P. (“Shaw Canada”), Stone &
Webster Canada Holding One (N.S.), ULC (“SWC1”) and Stone & Webster
Canada Holding Two, Inc. (“SWC2”) (SWC1, SWC2 and Shaw Canada are
collectively referred to as the “Bankrupt Entities”) made assignments in
bankruptcy and Duff & Phelps Canada Restructuring Inc. (“D&P”) was
appointed trustee in bankruptcy (“Trustee”) of the Bankrupt Entities, subject
to affirmation at the First Meeting of Creditors. A copy of the Certificate of
Appointment dated August 31, 2012, issued by the Office of the
Superintendent of Bankruptcy Canada is attached as Appendix “A”.

2. D&P’s appointment as Trustee was affirmed at the First Meeting of
Creditors convened on September 24, 2012.

1.1 Purposes of this Report

1. The purposes of this report (“Report”) are to:

a) Provide background information about these proceedings, including
the assets and liabilities of the Bankrupt Entities;
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b) Summarize the terms of a settlement agreement dated September
10, 2013, among The Shaw Group Inc. (“Shaw US”), Ian Sansom,
Robert Lukas, John McNab and Ed Dorr, as the proposed
representatives of all terminated employees and retirees of Shaw
Canada (the “Plaintiffs”), and the Trustee on behalf of the Bankrupt
Entities (the “Settlement Agreement”);

c) Provide the Trustee’s recommendation that the Settlement
Agreement be approved by this Honourable Court; and

d) Recommend that this Honourable Court issue an Order:

 Approving the Settlement Agreement;

 Authorizing and approving the execution of the Settlement
Agreement by the Trustee and the performance by the
Trustee of its obligations thereunder; and

 Authorizing the Trustee to take additional steps and execute
additional documents as may be required to implement the
Settlement Agreement.

1.2 Currency

1. All currency references in this Report are to Canadian dollars, unless
otherwise noted.

2.0 Background

1. A summary of the Shaw Group’s corporate chart as it relates to these
proceedings is provided below (the Bankrupt Entities are shaded).
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2. The Bankrupt Entities are indirect subsidiaries of Shaw US.

3. On August 31, 2012, Shaw US completed a sale for approximately US$290
million of substantially all of its Energy and Chemicals segment (“E&C”) to
Technip S.A. (“Technip”), a company with its head office in France. The
Shaw Canada business was part of the E&C segment. Shaw Canada’s
business and assets were not acquired by Technip. Shaw Canada’s
operations were discontinued on August 31, 2012, the date that it made an
assignment in bankruptcy.

The Shaw Group Inc.

Stone & Webster
Holding One Inc.

Stone & Webster
Holding Two Inc.

Stone & Webster
Canada Holding One (N.S.), ULC

Stone & Webster
Canada Holding Two, Inc.

IT Canada Holdings, Inc.

Shaw Canada L.P.

Field Services Canada Inc.

100% 100%

50%50%
50%

100%

100%

1%

99%

50%
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4. In February, 2013, Shaw US was acquired by Chicago Bridge & Ironworks
(“CB&I”) as part of a US$3 billion transaction.

5. Shaw US was a publicly-traded global provider of engineering, construction,
technology, fabrication, remediation and support services for clients in the
energy, chemicals, environmental, infrastructure and emergency response
industries.

6. SWC1 and SWC2 were inactive holding companies of their partnership
interests in Shaw Canada.

7. Shaw Canada operated from leased premises in Mississauga, Ontario.

8. At the date of its bankruptcy, Shaw Canada employed 107 individuals,
many of whom were long-term employees of Shaw Canada. By virtue of
the bankruptcy, all employees were terminated on the date of bankruptcy.
Shaw Canada’s workforce was not unionized. Shaw Canada maintained a
defined benefit pension plan - the Employee Retirement Plan of Stone &
Webster Canada L.P., registration number 0515908 (the “Plan”), which
Plan is in the process of being wound up and is in a deficit position.

3.0 The Bankrupt Estates

3.1 Assets

1. The bankruptcy proceedings have largely been funded from the cash in
Shaw Canada’s bank accounts on the date of bankruptcy (approximately
$1.1 million).

2. The only other significant assets of the Bankrupt Entities are intercompany
accounts receivable with an aggregate book value of between
approximately $7 million to $10 million 1 owing from Shaw Energy &
Chemicals Inc., Stone & Webster International, Inc. and Stone & Webster,
Inc. (the “Intercompany Receivables”), which are subsidiaries of Shaw US.
The collectability of the Intercompany Receivables is uncertain, as they are
disputed by Shaw US and its affiliates (including as to quantum and also as
to the availability of set off so as to purportedly eliminate any such
obligation).

1 According to Shaw Canada’s books and records as at the date of bankruptcy, the book value of the Intercompany
Receivables was approximately $7 million. However, based on correspondence reviewed by the Trustee following its
appointment, this amount may exclude a transfer pricing adjustment of approximately $3 million.
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3.2 Creditors

1. The only known outstanding priority claim against Shaw Canada is a
deemed trust claim totalling approximately $175,000 owing to Canada
Revenue Agency (“CRA”) for unpaid source deductions on Shaw Canada’s
final payroll prior to the date of bankruptcy. CRA is to complete a payroll
audit in the next few months on this claim and there are sufficient funds in
the estate account to pay this claim.

2. Earlier in these proceedings, the Trustee paid from the Shaw Canada
estate pension and wage priority claims totalling approximately $56,000, as
authorized by the Inspectors.

3. Shaw Canada does not have any secured obligations.

4. Employee wages and vacation pay were paid up to the date of bankruptcy.

5. Rent was paid through to the date of bankruptcy. The Trustee paid
occupation rent until it disclaimed the lease and vacated Shaw Canada’s
leased premises on October 26, 2012.

6. Shaw Canada’s principal unsecured creditors are:

 Shaw Canada’s former employees for their severance and
termination claims, which are alleged to total approximately $13.5
million. There is no dispute as to the former employees having valid
and significant claims for severance and termination but, for greater
certainty, the Trustee has not undertaken a review of the calculation
of the former employees’ statutory and common law entitlements to
confirm the methodology and calculations set out in the proof of
claim filed on behalf of the former employees;

 An intercompany obligation owing by Shaw Canada to Shaw
Overseas (Far East) Ltd. (“Shaw Overseas”) in the amount of
approximately $14.9 million pursuant to a promissory note dated
March 1, 2004 (“Promissory Note”). Shaw US filed a proof of claim
in the bankruptcy proceedings in the amount of approximately
US$8.4 million, representing the Promissory Note obligation, net of
the value of the Intercompany Receivables reflected in the books
and records of Shaw US;
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 The members of the Plan as a result of a deficit in the Plan. On
September 18, 2012, Financial Services Commission of Ontario
(“FSCO”) appointed PricewaterhouseCoopers Inc. (“PwC”) as the
Plan administrator. PwC filed an unsecured proof of claim against
Shaw Canada in the amount of approximately $6 million. In April,
2013, FSCO determined that the Pension Benefits Guarantee Fund
(“PBGF”) applied to the Plan. In May 2013, the PBGF paid $4.3
million to the Plan on account of the wind-up deficiency in the Plan;
and

 Five other creditor claims, totalling approximately $400,000
(collectively, the “Remaining Creditors”), including the unsecured
claim of Service Canada for amounts paid to former employees
under the Wage Earners Protection Program Act (“WEPPA”) in
respect of severance and termination claims of Shaw Canada’s
former employees. A summary of the Remaining Creditors is
provided in the table below.

Creditor Amount

Service Canada re: WEPPA2 273,068

Flowserve, SA 49,213

Design Group Staffing Inc. 43,423

Amex Bank of Canada 25,936

Oce Canada 1,380

Total 393,020

3.3 Inspectors

1. Section 113(3) of the Bankruptcy and Insolvency Act (Canada) prohibits
employees of a bankrupt company from nominating or voting on the
appointment of inspectors. As the terminated employees represent the
overwhelming majority of the Bankrupt Entities’ arms’ length creditors, the
Trustee brought a motion on September 21, 2012, to permit the terminated
employees to vote on the appointment of inspectors. The Court approved
the Trustee’s recommendation pursuant to an Order issued on
September 21, 2012, a copy of which is attached as Appendix “B”, together
with the related endorsement of Mr. Justice Brown.

2 Based on the most recent WEPPA statement provided to the Trustee in September, 2013, the WEPPA claim may be
approximately $338,000. The Trustee is reviewing the discrepancy between this statement and the prior one, which
reflected a claim of approximately $273,000.
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2. At the First Meeting of Creditors convened on September 24, 2012, Messrs.
Sansom, McNab and Dorr were appointed Inspectors of the estates of the
Bankrupt Entities, each of whom is a former employee of Shaw Canada and
is a Plaintiff.

3. As all the inspectors are Plaintiffs, the Trustee believes that it is appropriate
that the Trustee seek the Court’s approval for it to enter into the Settlement
Agreement.

4.0 Litigation Involving Shaw US

1. The Trustee and the Plaintiffs are each involved in separate legal
proceedings against Shaw US. A summary of those proceedings is as
follows:

 Plaintiffs: On December 20, 2012, the Plaintiffs commenced a
proposed representative action against Shaw US and certain of its
affiliates (Court File No. CV-12-9949-00CL)3. The Plaintiffs allege,
inter alia, that Shaw US is the “common employer” of Shaw Canada
employees as well as the de facto legal administrator of the Plan
and in that respect is responsible for the deficiency in the Plan; and

 Trustee: On January 11, 2013, the Trustee disallowed in full the
claim of approximately US$8.4 million filed by Shaw US in the
bankruptcy proceedings. For various reasons, the Trustee disputed,
inter alia, Shaw US’ set off of intercompany obligations as between
Shaw Canada and Shaw US, which had the effect of eliminating the
Intercompany Receivables owing to Shaw Canada. The Trustee
also reserved its right to assert the claims of Shaw Canada against
Shaw US, including the common employer claim and/or that Shaw
US was the de facto legal administrator of the Plan. On February 8,
2013, Shaw US appealed the Trustee’s notice of disallowance. The
hearing of the disallowance appeal was adjourned sine die in order
to permit the parties to pursue settlement negotiations.

5.0 Settlement Agreement

1. Settlement discussions of the above claims among Shaw US, the Plaintiffs
and the Trustee on behalf of the Bankrupt Entities commenced in February,
2013, shortly following CB&I’s acquisition of Shaw US.

3 The details regarding the Plaintiffs’ “common employer” action are set out in, and appended to, the Plaintiffs’ motion
materials, and accordingly, are not repeated in this Report.
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2. From the outset, CB&I has been clear that it would not settle either stream
of litigation independently of the other, and that in its mind the two streams
of litigation involved overlapping claims and issues. Also, given the
composition of claims in the bankrupt estates, it has been clear that the
principal beneficiaries of a successful resolution of claims in the bankruptcy
estates would be the former employees and pensioners of Shaw Canada.
Accordingly, the Trustee and the Plaintiffs were prepared to proceed with
negotiations on a global basis, as required by CB&I.

3. On April 19, 2013, the negotiations resulted in an Agreement in Principle,
whereby CB&I agreed to pay $9.4 million to settle the Plaintiffs’ action and
the Trustee’s claims against Shaw US in the bankruptcy proceedings. A
copy of the Agreement in Principle is attached as Appendix “C”.

4. A key condition for CB&I in proceeding with a settlement is that it obtain a
high degree of certainty that any settlement will bind all former employees
and pensioners of Shaw Canada so that CB&I is not subject to further
claims or legal proceedings. A considerable amount of time and effort has
been expended by the parties to design a mechanism that delivers this
level of certainty, and in large measure this has consisted of proceeding
with the settlement through a class proceeding.

5. Following attendances before this Honourable Court on August 6, 2013,
and August 23, 2013, to determine procedural and scheduling matters,
including the proposed amendment of the Plaintiffs’ claim as a class
proceeding, and an attendance on September 9, 2013, to approve the
notice of settlement, the Settlement Agreement was finalized on
September 10, 2013. Copies of the September 9, 2013 Order and the
Settlement Agreement are attached as Appendices “D” and “E”,
respectively.

6. The significant terms and conditions of the Settlement Agreement are
summarized as follows:

 Shaw US will pay $9.4 million in total to settle both the Plaintiffs’
litigation and the Trustee’s claims against Shaw US;

 The Settlement Agreement provides for a comprehensive release of
claims by the Trustee, the Bankrupt Entities and the Plaintiffs
against Shaw US and its affiliates;

 The Plaintiffs have agreed to release their claims in the estates of
the Bankrupt Entities and to not participate in any distributions made
by the Trustee to other creditors;
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 In order to implement the Settlement Agreement and to obtain a
release of all potential claims, the Settlement Agreement
contemplates the conversion of the Plaintiffs’ action to a class
proceeding under the Class Proceedings Act, S.O. 1992. Provided
that the Court certifies the action and approves the Settlement
Agreement at the return of this motion, the class members are to be
bound by the settlement and the release, subject to the opportunity
to “opt out” of the Settlement Agreement by the deadline, being 30
days following Court approval of the proposed Settlement
Agreement (the “Opt Out Deadline”);

 The Settlement Agreement is subject to the following conditions:

a. Court approval;

b. Not more than three class members opting out of the
Settlement Agreement by the Opt Out Deadline;

c. The aggregate value of any claims of class members who
opt out does not exceed $50,000; and

d. The time for appeals has expired, or if there are appeals, the
Settlement Approval Order is upheld.

 The Settlement Agreement cannot be implemented unless the
claims/actions against Shaw US of both the Plaintiffs and the
Trustee are settled concurrently. Accordingly, the Court is being
asked concurrently to approve both the settlement of the Plaintiffs’
action through the class proceeding mechanism and to also approve
the Trustee entering into and completing the Settlement Agreement;

 The settlement proceeds ($9.4 million) are to be distributed as
follows:

 First: $200,000 shall be paid to the Trustee in satisfaction of
claims against Shaw US, including for the Intercompany
Receivables or any other intercompany advance and/or
obligation;

 Then: The legal fees, disbursements and taxes incurred by
legal counsel to the Plaintiffs, Koskie Minsky LLP;
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 Then: Remittances to CRA and any other applicable
government authority in respect of applicable taxes, payroll
or other withholdings or deductions payable in respect of the
settlement amounts being paid to the former employees and
pensioners; and

 Then: Payment of the remaining balance to be distributed
among the class members pursuant to a distribution
schedule and protocol established in the Settlement
Agreement.

 Subject to the approval of this Court and the satisfaction or waiver of
the other conditions precedent, payments under the Settlement
Agreement are expected to be made on or prior to December 1,
2013.

5.1 Recommendation re: Settlement Agreement

1. The Trustee recommends that the Court approve the Settlement
Agreement for the following reasons:

 The Settlement Agreement results in a significant recovery for the
employees and pensioners of Shaw Canada, and enhances the
distributions to other creditors of Shaw Canada. According to the
Affidavit of Ian Samson filed in support of this motion, recoveries to
class members are estimated to be 62% of the amounts claimed –
which substantially exceeds the potential recovery that might have
been available to creditors in the bankruptcy proceedings absent the
claims of the Plaintiffs and/or the Trustee being successfully litigated
and any resulting judgment collected – all of which would be
uncertain, time consuming and costly;

 The largest stakeholders in the bankruptcy proceedings, being the
employee and retiree group, support the Settlement Agreement.
The reasons of the Honourable Justice Brown dated September 21,
2012, refer to this stakeholder group as “the major creditors of the
estate”. A copy of these reasons is provided in Appendix “F”;
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 The Settlement Agreement results in a release of claims totaling
approximately $22 million against the Bankrupt Entities (being the
claims of the former employees ($13.5 million) and Shaw US’ claim
($8.4 million)). In addition, the Plan Administrator, which has filed a
claim against Shaw Canada for $6 million, has confirmed that it
would not participate in the proceeds of the Settlement Agreement
to be allocated to the Trustee. This facilitates greater relative
recoveries for the Remaining Creditors - the amount allocated to the
Trustee under the Settlement Agreement ($200,000) may result in a
recovery of up to 50% for the Remaining Creditors, which exceeds
the recovery the Remaining Creditors may have otherwise received
had the settlement not been pursued (estimated at between nil and
40% of their claims);

 Absent the Settlement Agreement, the Trustee would continue to
litigate Shaw US’ appeal of the Trustee’s notice of disallowance.
Litigation would be costly, time consuming and there is no certainty
of outcome. Any judgment could be appealed. If successful, the
Trustee would then need to pursue collection from Shaw US of the
Intercompany Receivables (the quantum of which ranges from
approximately $7 million to $10 million). Shaw US has no assets or
operations in Canada, and collecting on a judgment against Shaw
US would necessitate seeking to recognize and enforce a judgment
in the United States. This would also be complex and costly;

 One potential result of the Trustee’s litigation with Shaw US is for
the Trustee to be successful on the setoff issue but not on the
disallowance of Shaw US’ $14.9 million claim for amounts owing
under the Promissory Note. This potential result would further dilute
any recoveries for the creditors of the Bankrupt Entities. In this
situation, the result is estimated at nil to 25% of creditor claims; and

 The Settlement Agreement, once implemented, will enable the
Trustee to complete its administration of the bankruptcy
proceedings and to apply for its discharge, as there are no other
significant outstanding issues in the bankruptcy proceedings.

2. The Trustee established a dialogue throughout these settlement
negotiations with the largest creditors and stakeholders which are not
parties to the Settlement Agreement, including the Plan administrator. The
Trustee is not aware of opposition to any of the relief sought in this motion.
The Trustee has also served a copy of this Report on the Remaining
Creditors and the Plan administrator.


















































































































