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IN THE UNITED STATES BANKRUPTCY COURT 

FOR THE DISTRICT OF DELAWARE  

     
  ) 
In re:  ) Chapter 11 

  )  
SP NEWSPRINT HOLDINGS LLC, et al.,1  ) Case No. 11-13649 (CSS) 
  )  

  ) Joint Administration Pending 
    Debtors.  )  
       )   

 
DEBTORS’ APPLICATION TO EMPLOY AND TO RETAIN CAHILL GORDON & 

REINDEL LLP, AS BANKRUPTCY AND RESTRUCTURING CO-COUNSEL  

 

The above-captioned debtors and debtors-in-possession (collectively, the 

“Debtors”) hereby file this application (the “Application”) for an order, pursuant to Bankruptcy 

Code §§ 327 and 329, Bankruptcy Rules 2014 and 2016, and Local Rules 2014-1 and 2016-1, 

authorizing them to employ and to retain Cahill Gordon & Reindel LLP (“Cahill”), as bankruptcy 

and restructuring co-counsel.  In support of the relief requested in this Application, the Debtors 

rely upon the affidavit of Joel H. Levitin (the “Levitin Affidavit”),2 and in further support hereof, 

the Debtors respectfully represent as follows: 

JURISDICTION 

1. This Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157 

and 1334.  Venue of these cases and this Application in this District is proper pursuant to 28 

U.S.C. §§ 1408 and 1409.  This is a core proceeding pursuant to 28 U.S.C. § 157(b)(2).  The 

                                                 
1 The Debtors in these Chapter 11 cases, along with the last four digits of each of the Debtors’ tax 

identification numbers, are:  SP Newsprint Holdings LLC 6180; SP Newsprint Co., LLC (7779); SP 
Recycling Corporation (2936); and SEP Technologies, L.L.C. (2955). 

2 A true and correct copy of the Levitin Affidavit is attached hereto as Exhibit A and is incorporated herein 
by reference. 
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statutory predicates for the relief requested herein are Bankruptcy Code §§ 327(a) and 329(a), 

Bankruptcy Rules 2014(a) and 2016(b), and Local Rules 2014-1 and 2106-1. 

INTRODUCTION 

2.          On November 15, 2011 (the “Petition Date”), the Debtors filed with this 

Court separate, voluntary petitions for relief under Chapter 11 of the Bankruptcy Code.  The 

Debtors have sought an order directing that their Chapter 11 cases be jointly administered by this 

Court, and they have filed additional motions (some of which seek emergency relief) in the 

proposed lead case of SP Newsprint Holdings LLC.  

3. The Debtors continue to manage their properties and operate their business 

as debtors-in-possession pursuant to Bankruptcy Code §§ 1107 and 1108.  No trustee or 

examiner has been appointed in these cases. 

The Debtors and Their Business 

SP Newsprint Holdings LLC  

4.  SP Newsprint Holdings LLC, a Delaware limited liability company, is the 

direct or indirect corporate parent of all of the other Debtors.   

SP Newsprint Co., LLC 

5.  SP Newsprint Co., LLC (“SP”), a Georgia limited liability company and 

one of the Debtors’ two main operating companies, is one of the largest producers of newsprint 

(paper on which newspapers are printed) in North America.  SP operates two newsprint mills 

located in Dublin, Georgia, and Newberg, Oregon.   

6.  The Dublin mill, which is located 145 miles southeast of Atlanta, Georgia, 

was opened in 1979 and is currently one of the largest 100% recycled newsprint mills in North 
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America.  The Newberg mill, which is located 25 miles southwest of Portland, Oregon, was 

acquired by SP in 1999 and is one of only three suppliers on the West Coast able to meet 

California’s stringent recycled content requirement for newsprint.   

SP Recycling Corporation 

7.  SP Recycling Corporation (“SPRC”), a Georgia corporation and the 

Debtors’ other operating company, was established in 1980 as a means for SP to secure a ready 

supply of recycled fiber, a key raw material for newsprint.   

8.  SPRC currently has 23 recycling centers in nine states that annually 

collect and/or purchase approximately 941,000 metric tons of old newspaper (ONP), 140,000 

tons of sawmill residual chips, 295,000 tons of other paper grades, and 97,000 tons of other 

materials through drop-off and curbside collections and long-term contracts with various 

municipalities.  SPRC also handles a range of other recyclable materials, including metals and 

plastic, which are sorted and resold to other recycling firms.  In addition to the material it 

collects, SPRC buys ONP on the open market from suppliers in 22 states.    

 SEP Technologies, L.L.C. 

9.  SEP Technologies, L.L.C., a Delaware limited liability company, does not 

currently have any operations or material assets. 

The Debtors’ Employees 

10.   As of the Petition Date, the Debtors employed approximately 670 people.  

11.  Certain high-level managerial functions are provided by Brant Industries, 

Inc. (“BI”), in exchange for a management fee.  For more than three months prior to the Petition 

Date, to help preserve the Debtors’ liquidity, BI deferred collecting its management fee.  The 
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management fee is included in the Debtors’ proposed budget for these cases and is anticipated to 

be paid in the ordinary course of business as an administrative expense of the Debtors’ estates. 

The Debtors’ Capital Structure 

12. On or about March 31, 2008, SP Newsprint Merger LLC (a predecessor of 

the Debtors), as borrower, and each of the Debtors, as guarantors, entered into a $275 million 

credit agreement (as amended from time to time and including all related documents, schedules, 

and agreements, the “Credit Agreement”) with General Electric Capital Corporation (“GECC”), 

as administrative agent, collateral agent, and lender, and certain other parties, including GECC, 

as lenders (the “Lenders”).  The Credit Agreement provides for a revolving line of credit of $50 

million, subject to specified reserves and a defined borrowing base (the “Revolving Facility”), 

and a $225 million term loan, to be amortized in accordance with schedules set forth in the 

Credit Agreement (the “Term Loan Facility”). 

13.  As security for their obligations under the Credit Agreement, the Debtors 

granted security interests in, and liens upon, substantially all of their assets, with relative priority 

between GECC, as sole lender under the Revolving Facility, and the Lenders, including GECC, 

as lenders under the Term Loan Facility, determined by intercreditor provisions of the Credit 

Agreement.  Specifically, the revolving lender has senior priority on current assets, including 

cash, accounts receivable, and inventory, and junior priority on fixed assets, including the 

Debtors’ two mills and equipment; similarly, the term lenders have senior priority on fixed assets 

and junior priority on current assets.  

14.  As of the Petition Date, approximately $41 million was outstanding under 

the Revolving Facility, and approximately $213 million, including capitalized unpaid interest, 
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was outstanding under the Term Loan Facility.  The Revolving Facility and the Term Loan 

Facility both mature on March 31, 2012. 

Circumstances Leading to the Debtors’ Bankruptcy Filings 
 
15. Like other companies in the newsprint and paper-related industries, a 

variety of external factors have led to a decline in the Debtors’ revenue over the last several 

years, while at the same time the cost of necessary raw materials has increased.  In response, the 

Debtors undertook cost-cutting and other measures, but, nonetheless, they fell out of compliance 

with certain covenants under the Credit Agreement and have otherwise been in default 

thereunder since June 2011.   

16.  For several months, the Debtors have engaged in restructuring discussions 

with GECC and entered into a forbearance agreement with GECC and the Lenders, which 

expired on or about September 12, 2011.  On October 12, 2011, GECC took actions that resulted 

in the Debtors’ bank accounts being frozen and permitted only limited funding thereafter.   

17.  Since that time, the Debtors have attempted to negotiate the terms of a 

consensual DIP financing arrangement and a global financial restructuring.  Although such 

negotiations have not yet been completed, in connection with any agreement, it is anticipated that 

the Lenders will require the Debtors to conduct a going-concern sale process, and the Lenders 

have expressed a willingness to serve as a “stalking horse” bidder in such sale process.  The 

Debtors have now sought Chapter 11 protection and intend to continue such negotiations, 

including attempting to arrange a temporary consensual use of cash collateral to preserve the value 

of the Debtors. 
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RELIEF REQUESTED AND BASIS THEREFOR 

18. The Debtors seek to obtain this Court’s approval to employ and to retain 

Cahill, as their bankruptcy and restructuring co-counsel, nunc pro tunc to the Petition Date, in 

these cases.3   

Cahill’s Proposed Representation 

19. The Debtors require the services of attorneys with knowledge and 

experience in numerous areas of the law, including, without limitation, bankruptcy, restructuring, 

finance, tax, real estate, litigation, environmental, and general corporate matters during these 

cases.  The Debtors have selected Cahill as their counsel because of its considerable experience in 

such matters and its previous work for the Debtors and understanding of their capital structure and 

business and familiarity with key employees. 

20. The Debtors are charged with certain duties pursuant to the Bankruptcy 

Code.  Because of the size and complexity of the Debtors’ business and the transactions likely to 

arise in these proceedings, the services of Cahill will be necessary in the performance of these 

duties. 

21. Thus, the Debtors propose to retain Cahill to perform the following tasks: 

a. provide legal advice with respect to the Debtors’ powers and duties 
as debtors-in-possession in the continued operation of their 
business and management of their properties; 

b. provide legal support with respect to all necessary actions for  
protecting and preserving the estates of the Debtors, including the 
prosecution of actions on the Debtors’ behalf, the defense of any 
actions commenced against the Debtors, the negotiations of 

                                                 
3 As this Application was filed on the Petition Date, approval thereof would be as of the Petition Date under 

Local Rule 2014-1(b). 
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disputes in which the Debtors are involved, and the preparation of 
objections to claims filed against the Debtors’ estates; 

c. prepare on behalf of the Debtors, as debtors-in-possession, all 
necessary motions, applications, answers, orders, reports, and other 
papers in connection with the administration of the Debtors’ 
estates; 

d. negotiate and draft any agreements for the sale or purchase of any 
assets of the Debtors; 

e. negotiate and draft any plan of reorganization and all documents 
related thereto, including, but not limited to, the disclosure 
statements, ballots, and other forms for voting thereon; 

f. take all steps necessary to confirm and implement any plan of 
reorganization, including, if necessary, modifications thereof; and  

g. perform all other necessary and appropriate legal services in 
connection with the prosecution of these cases. 

Cahill’s Proposed Compensation 

22. Cahill’s requested compensation will be based upon the hours actually 

expended by each assigned professional at each professional’s hourly billing rate.  Subject to the 

Court’s approval, Cahill would charge the Debtors for its legal services on an hourly basis in 

accordance with its ordinary and customary rates in similar matters for similar clients in effect on 

the date services are rendered.   

23.  Set forth below are the current hourly rates that Cahill intends to charge 

the Debtors for legal services:  

Attorneys ........................................... between $368 and $995 
Paralegals ........................................... between $213 and $315 
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The Debtors believe that Cahill’s hourly rates are reasonable based upon its capabilities and 

experience.4   

24. In addition, Cahill charges for out-of-pocket expenses, including, but not 

limited to, travel (transportation, lodging, and meals), long-distance telephone, telecopier, 

document printing and duplication, postage, overnight shipping, and courier expenses. 

25. Cahill has received payments to be applied to fees and expenses incurred 

before the Petition Date, which fees and expenses are subject to continuing reconciliation.  Any 

amounts in excess of such fees and expenses (the “Chapter 11 Retainer”), expected to be 

approximately $350,000, subject to continuing reconciliation, will be held by Cahill to secure the 

payment of Cahill’s post-petition fees and expenses, as allowed by this Court.   

26. At the conclusion of Cahill’s representation of the Debtors in these cases, 

to the extent unpaid fees and expenses allowed by this Court do not exceed the amount of the 

Chapter 11 Retainer, Cahill would return to the Debtors’ estates that portion of the Chapter 11 

Retainer that Cahill does not apply to cover any unpaid fees and expenses.  The Debtors do not 

believe that they owe Cahill any amount on account of pre-petition services rendered by Cahill.    

27. Cahill received payments in the total amount of $1,584,836.41 (including 

the Chapter 11 Retainer) from the Debtors for services rendered within one year before the 

Petition Date.   

                                                 
4 The Debtors understand that Cahill periodically revises its rates in the ordinary course of business and that 

Cahill is scheduled to increase its rates in January of 2012. 
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28. Cahill will make periodic applications to this Court for interim 

compensation in accordance with the Bankruptcy Code, the Bankruptcy Rules, the Local Rules, 

and any applicable orders of this Court. 

Cahill’s Disinterestedness 

29. The Debtors have many creditors, and Cahill may have rendered and may 

continue to render professional services to certain of these creditors and other parties-in-interest.  

Cahill has not and will not represent the separate interests of any such creditor or parties-in-

interest in these cases known to Cahill and anticipated to be adverse to the Debtors on any 

significant matters.   

30.  Additionally, Cahill’s partners, counsel, associates, and staff members 

may, in the ordinary course of their personal affairs, have relationships with certain creditors of 

the Debtors and other parties-in-interest.  For example, one or more of Cahill’s partners, 

associates, and/or staff members may have obligations outstanding with financial institutions that 

are creditors of the Debtors. 

31. To the best of the Debtors’ knowledge, information, and belief, and except 

as disclosed in the Levitin Affidavit, the partners, associates, and other professionals of Cahill 

have no relationship to the Debtors or to any other parties-in-interest in these cases known to 

Cahill and anticipated to be adverse to the Debtors on any significant matters.  In the Levitin 

Affidavit, Cahill has represented that it neither holds nor represents any interest adverse to the 

Debtors’ estates and that Cahill is a “disinterested person”, as referenced in Bankruptcy Code 

§ 327 and as defined in Bankruptcy Code § 101(14), as modified by Bankruptcy Code § 1107(b). 
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32. Accordingly, for the reasons set forth above, the Debtors submit that the 

requested relief is in their best interest and the best interest of their estates and creditors and, 

therefore, should be granted. 

NOTICE 

33. Notice of this Application has been given via first class United States 

Mail, e-mail, facsimile, and/or hand delivery, as appropriate, to the United States Trustee; the 30 

largest unsecured non-insider creditors of the Debtors on a consolidated basis; counsel to GECC, 

as agent to the Lenders; counsel to BI, and all parties that have requested service of notice in 

these cases pursuant to Bankruptcy Rule 2002.  The Debtors submit that no other or further 

notice need be given in light of the circumstances of these cases.  

NO PRIOR APPLICATION 

34. No previous request for the relief sought herein has been made to this 

Court or to any other court.  

CONCLUSION 

WHEREFORE, the Debtors respectfully request that the Court enter an order, 

substantially in the form attached hereto as Exhibit B, granting the relief requested herein and 

such other and further relief as is just and proper under the circumstances. 

 

 

 

 

 




