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THIS DISCLOSURE STATEMENT HAS NOT BEEN APPROVED BY THE
BANKRUPTCY COURT AS CONTAINING “ADEQUATE INFORMATION” WITHIN
THE MEANING OF SECTION 1125(A) OF THE BANKRUPTCY CODE.
ACCORDINGLY, THIS IS NOT A SOLICITATION OF ACCEPTANCE OR
REJECTION OF THE PLAN. ACCEPTANCES OR REJECTIONS MAY NOT BE
SOLICITED UNTIL THE BANKRUPTCY COURT APPROVES THIS DISCLOSURE
STATEMENT. INADDITION, THIS DISCLOSURE STATEMENT MAY BE REVISED
TO REFLECT EVENTS THAT OCCUR AFTER THE DATE HEREOF BUT PRIOR TO
THE BANKRUPTCY COURT’S APPROVAL OF THIS DISCLOSURE STATEMENT.

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

Inre ------------------------------------------------------ X Chapter 11
IMERYS TALC AMERICA, INC., et al.,} Case No. 19-10289 (LSS)
Debtors. (Jointly Administered)
Inre ------------------------------------------------------ . Chapter 11
IMERYS TALC ITALY S.P.A,, . Case No. [Not yet filed]
Debtor. [Joint Administration To Be Requested]
____________________________________________________________ X

DISCLOSURE STATEMENT FOR JOINT CHAPTER 11 PLAN OF
REORGANIZATION OF IMERYS TALC AMERICA, INC. AND ITS DEBTOR
AFFILIATES UNDER CHAPTER 11 OF THE BANKRUPTCY CODE

! The Debtors in these cases, along with the last four digits of each Debtor’s federal tax identification

number, are: Imerys Talc America, Inc. (6358), Imerys Talc Vermont, Inc. (9050) and Imerys Talc Canada
Inc. (6748). The Debtors’ address is 100 Mansell Court East, Suite 300, Roswell, Georgia 30076. This
solicitation is also being conducted by Imerys Talc Italy S.p.A. pursuant to sections 1125(g) and 1126(b)
of the Bankruptcy Code and Bankruptcy Rule 3018. If the Plan is accepted by the requisite number of
claimants in Class 4, Imerys Talc Italy S.p.A. will commence a bankruptcy case that will be, pending entry
of an order by the Bankruptcy Court, jointly administered under Case No. 19-10289 (LSS).
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IMPORTANT DATES
Date by which Ballots must be received: [September 3], 2020

Date by which objections to confirmation of the Plan must be filed and served: [September 18],
2020

Date of Confirmation Hearing: [October 21], 2020
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DISCLAIMER

THE INFORMATION CONTAINED IN THIS DISCLOSURE STATEMENT IS
INCLUDED HEREIN FOR PURPOSES OF SOLICITING ACCEPTANCES TO, AND
CONFIRMATION OF, THE PLAN AND MAY NOT BE RELIED UPON FOR ANY OTHER
PURPOSE.

THIS SOLICITATION IS BEING CONDUCTED NOT ONLY WITH RESPECT TO
THE DEBTORS IN THE ABOVE-CAPTIONED BANKRUPTCY CASES, BUT ALSO BY
IMERYS TALC ITALY S.P.A. PRIOR TO ITS FILING OF A VOLUNTARY PETITION
UNDER CHAPTER 11 OF TITLE 11 OF THE UNITED STATES CODE. BECAUSE NO
CHAPTER 11 CASE HAS YET BEEN COMMENCED FOR IMERYS TALC ITALY S.P.A,,
THIS DISCLOSURE STATEMENT HAS NOT BEEN APPROVED BY THE
BANKRUPTCY COURT AS CONTAINING “ADEQUATE INFORMATION” WITHIN THE
MEANING OF SECTION 1125(a) OF THE BANKRUPTCY CODE WITH RESPECT TO
IMERYS TALC ITALY S.P.A. FOLLOWING COMMENCEMENT OF ITS CHAPTER 11
CASE, IMERYS TALC ITALY S.P.A. EXPECTS TO PROMPTLY SEEK AN ORDER OF
THE BANKRUPTCY COURT APPROVING THIS DISCLOSURE STATEMENT AND THE
SOLICITATION OF VOTES. THE ASSETS AND LIABILITIES OF IMERYS TALC ITALY
S.P.A. ARE DESCRIBED IN DETAIL IN THIS DISCLOSURE STATEMENT.

ALL CREDITORS ARE ENCOURAGED TO READ THIS DISCLOSURE
STATEMENT AND ITS ATTACHED EXHIBITS INCLUDING THE PLAN IN THEIR
ENTIRETY BEFORE VOTING TO ACCEPT OR REJECT THE PLAN. PLAN SUMMARIES
AND STATEMENTS MADE IN THIS DISCLOSURE STATEMENT ARE QUALIFIED IN
THEIR ENTIRETY BY REFERENCE TO THE PLAN AND THE EXHIBITS AND
SCHEDULES ATTACHED TO THE PLAN AND THE PLAN SUPPLEMENT, WHICH
CONTROL OVER THE DISCLOSURE STATEMENT IN THE EVENT OF ANY
INCONSISTENCY OR INCOMPLETENESS. THE STATEMENTS CONTAINED IN THIS
DISCLOSURE STATEMENT ARE MADE ONLY AS OF THE DATE OF THIS DISCLOSURE
STATEMENT, AND THERE CAN BE NO ASSURANCE THAT THE STATEMENTS
CONTAINED HEREIN WILL BE CORRECT AT ANY TIME AFTER THIS DATE.

ANY STATEMENTS IN THIS DISCLOSURE STATEMENT CONCERNING THE
PROVISIONS OF ANY DOCUMENT ARE NOT NECESSARILY COMPLETE, AND IN
EACH INSTANCE REFERENCE IS MADE TO SUCH DOCUMENT FOR THE FULL TEXT
THEREOF.

THIS DISCLOSURE STATEMENT HAS BEEN PREPARED IN ACCORDANCE
WITH SECTION 1125 OF THE BANKRUPTCY CODE AND RULE 3016 OF THE
BANKRUPTCY RULES AND NOT NECESSARILY IN ACCORDANCE WITH FEDERAL
OR STATE SECURITIES LAWS OR OTHER NON-BANKRUPTCY LAW.

PERSONS OR ENTITIES TRADING IN OR OTHERWISE PURCHASING, SELLING,
OR TRANSFERRING CLAIMS OR EQUITY INTERESTS AGAINST THE DEBTORS
SHOULD EVALUATE THIS DISCLOSURE STATEMENT AND THE PLAN IN LIGHT OF
THE PURPOSE FOR WHICH THEY WERE PREPARED.

\Y
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THIS DISCLOSURE STATEMENT AND ANY ACCOMPANYING LETTERS ARE
THE ONLY DOCUMENTS TO BE USED IN CONNECTION WITH THE SOLICITATION OF
VOTES ON THE PLAN. NO SOLICITATION OF VOTES MAY BE MADE EXCEPT AFTER
DISTRIBUTION OF THIS DISCLOSURE STATEMENT. NO PERSON HAS BEEN
AUTHORIZED TO DISTRIBUTE ANY INFORMATION CONCERNING THE PLAN OTHER
THAN THE INFORMATION CONTAINED IN THIS DISCLOSURE STATEMENT AND ANY
ACCOMPANYING LETTERS.

CERTAIN OF THE INFORMATION CONTAINED IN THIS DISCLOSURE
STATEMENT IS BY ITS NATURE FORWARD LOOKING AND CONTAINS ESTIMATES,
ASSUMPTIONS, AND PROJECTIONS THAT MAY BE MATERIALLY DIFFERENT FROM
ACTUAL FUTURE RESULTS. THE WORDS “BELIEVE,” “MAY,” “WILL,” “ESTIMATE,”
“CONTINUE,” “ANTICIPATE,” “INTEND,” “EXPECT,” AND SIMILAR EXPRESSIONS
IDENTIFY THESE FORWARD-LOOKING STATEMENTS. THESE FORWARD-LOOKING
STATEMENTS ARE SUBJECT TO A NUMBER OF RISKS, UNCERTAINTIES, AND
ASSUMPTIONS, INCLUDING THOSE DESCRIBED IN ARTICLE IX, “CERTAIN FACTORS
TO BE CONSIDERED.” IN LIGHT OF THESE RISKS AND UNCERTAINTIES, THE
FORWARD-LOOKING EVENTS AND CIRCUMSTANCES DISCUSSED IN THIS
DISCLOSURE STATEMENT MAY NOT OCCUR, AND ACTUAL RESULTS COULD
DIFFER MATERIALLY FROM THOSE ANTICIPATED IN THE FORWARD-LOOKING
STATEMENTS. THE DEBTORS AND THE REORGANIZED DEBTORS DO NOT
UNDERTAKE ANY OBLIGATION TO PUBLICLY UPDATE OR REVISE ANY FORWARD-
LOOKING STATEMENTS, WHETHER AS A RESULT OF NEW INFORMATION, FUTURE
EVENTS, OR OTHERWISE.

EXCEPT WHERE SPECIFICALLY NOTED, THE FINANCIAL INFORMATION
CONTAINED IN THIS DISCLOSURE STATEMENT HAS NOT BEEN AUDITED BY A
CERTIFIED PUBLIC ACCOUNTANT AND HAS NOT BEEN PREPARED IN
ACCORDANCE WITH GENERALLY ACCEPTED ACCOUNTING PRINCIPLES. THE
HISTORICAL INFORMATION CONTAINED IN THIS DISCLOSURE STATEMENT HAS
BEEN OBTAINED FROM SUCH REPORTS AND OTHER SOURCES OF INFORMATION
AS ARE AVAILABLE TO THE DEBTORS.

AS TO CONTESTED MATTERS, ADVERSARY PROCEEDINGS, AND OTHER
ACTIONS OR THREATENED ACTIONS, THIS DISCLOSURE STATEMENT SHALL NOT
CONSTITUTE OR BE CONSTRUED AS AN ADMISSION OF ANY FACT OR LIABILITY,
STIPULATION OR WAIVER, BUT RATHER AS A STATEMENT MADE IN SETTLEMENT
NEGOTIATIONS. THIS DISCLOSURE STATEMENT SHALL NOT BE CONSTRUED TO
BE CONCLUSIVE ADVICE ON THE TAX OR OTHER LEGAL EFFECTS OF THE PLAN AS
TO HOLDERS OF CLAIMS AGAINST, OR EQUITY INTERESTS IN, EITHER THE
DEBTORS OR THE REORGANIZED DEBTORS.

Vi
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ARTICLE I.

INTRODUCTION

This Disclosure Statement? is being furnished by the Plan Proponents as co-proponents of
the Joint Chapter 11 Plan of Reorganization of Imerys Talc America, Inc. and Its Debtor Affiliates
Under Chapter 11 of the Bankruptcy Code, dated May 15, 2020, pursuant to section 1125 of the
Bankruptcy Code, and in connection with the solicitation of votes for acceptance or rejection of
the Plan.

ITA, ITV, and ITC are debtors in the Chapter 11 Cases® pending in the Bankruptcy Court.
ITI, an affiliate of the North American Debtors,* may file (but has not yet filed) a chapter 11 case.
If and when ITI files a chapter 11 case, the Debtors will ask the Bankruptcy Court to enter an order
jointly administering ITI’s chapter 11 case with the Chapter 11 Cases under lead case number 19-
10289 (LSS). The contemplated filing of ITI is designed to address the Talc Personal Injury
Claims against ITI, and ITI’s filing is contingent upon acceptance of the Plan by the holders of
such Claims, as described more fully below. As a result, certain holders of Claims against ITI are
being solicited through this Disclosure Statement to vote on the Plan prior to ITI’s contemplated
chapter 11 filing.

This Disclosure Statement is being transmitted in order to provide adequate information to
enable holders of Claims in Class 4 (Talc Personal Injury Claims) who are the sole Impaired Class
entitled to vote on the Plan to make an informed judgment in exercising their right to vote to accept
or reject the Plan.

By order dated | |, 2020, the Bankruptcy Court approved this Disclosure Statement
as to the North American Debtors in accordance with section 1125 of the Bankruptcy Code, and
found that it contained “adequate information” sufficient to enable a hypothetical investor of the
relevant class to make an informed judgment about the Plan, and authorized its use in connection
with the solicitation of votes with respect to the Plan. APPROVAL OF THIS DISCLOSURE
STATEMENT DOES NOT, HOWEVER, CONSTITUTE A DETERMINATION BY THE
BANKRUPTCY COURT AS TO THE FAIRNESS OR MERITS OF THE PLAN. No
solicitation of votes may be made except pursuant to this Disclosure Statement and section 1125
of the Bankruptcy Code.

Because no chapter 11 case has yet been commenced for ITI, this Disclosure Statement has
not been approved by the Bankruptcy Court as containing “adequate information” within the

2 Capitalized terms used but not defined in this Disclosure Statement have the meanings ascribed to
them in Article | of the Plan. To the extent that a term is defined in this Disclosure Statement and is defined
in the Plan, the definition contained in the Plan controls.

3 As the context requires, Chapter 11 Cases includes the case to be commenced in the Bankruptcy
Court under chapter 11 of the Bankruptcy Court for ITI.

4 The term “Debtors” refers to ITA, ITV, and ITC, and to the extent ITI commences a proceeding

under the Bankruptcy Code, the term “Debtors” also refers to ITI. The term “North American Debtors”
refersto ITA, ITV, and ITC.
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meaning of section 1125(a) of the Bankruptcy Code with respect to ITI. If the requisite votes are
obtained, following commencement of its chapter 11 case, ITI expects to promptly seek an order
of the Bankruptcy Court approving this Disclosure Statement and the solicitation of votes with
respect to ITI.

1.1 Voting and Confirmation.

Article X of this Disclosure Statement specifies the deadlines, procedures, and
instructions for voting to accept or reject the Plan, as well as the applicable standards for
tabulating Ballots (as defined below). The following is an overview of certain information
related to voting that is contained in Article X of this Disclosure Statement and elsewhere in
this Disclosure Statement.

Each holder of a Claim in Class 4 is entitled to vote to accept or reject the Plan. Class 4
shall have accepted the Plan pursuant to the requirements of sections 1126(c) and 524(g) of the
Bankruptcy Code if at least two-thirds (2/3) in amount and seventy-five percent (75%) in number
of those voting Claims in Class 4 (Talc Personal Injury Claims) voted to accept the Plan. Assuming
the requisite acceptances are obtained, the Plan Proponents intend to seek confirmation of the Plan
at the Confirmation Hearing scheduled for [October 21], 2020, at [10:00] a.m. (Prevailing Eastern
Time) before the Bankruptcy Court. For the avoidance of doubt, though proposed jointly, the
Plan constitutes a separate Plan for each Debtor. Accordingly, a vote cast either to accept
or reject the Plan by holders of Claims in Class 4 will be applied in the same manner and in
the same amount against each Debtor.

The Debtors have engaged Prime Clerk LLC (the “Solicitation Agent” or “Claims
Agent”) to assist in the voting process.

The Solicitation Agent will provide additional copies of all materials and process and
tabulate Ballots for Class 4.

TO BE COUNTED, YOUR BALLOT INDICATING ACCEPTANCE OR REJECTION
OF THE PLAN MUST BE RECEIVED BY THE SOLICITATION AGENT NO LATER THAN
4:.00 P.M. (PREVAILING EASTERN TIME) ON [SEPTEMBER 3], 2020 (the “Voting
Deadline”), unless the Plan Proponents, in their sole discretion, extend the period during which
votes will be accepted on the Plan, in which case the term “Voting Deadline” shall mean the last
date on, and time by which, such period is extended. Any executed Ballot that does not indicate
either an acceptance or rejection of the Plan or indicates both an acceptance and rejection
of the Plan will not be counted as an acceptance or rejection and will not count toward the
tabulations required pursuant to either sections 524(g) or 1129 of the Bankruptcy Code.

Prior to deciding whether and how to vote on the Plan, each holder of a Claim entitled to
vote should consider carefully all of the information in this Disclosure Statement, including
Article 1X entitled “Certain Factors to be Considered.”

THE PLAN PROPONENTS BELIEVE THAT THE PLAN IS IN THE BEST
INTERESTS OF ALL CREDITORS OF THE DEBTORS. THE PLAN PROPONENTS
RECOMMEND THAT ALL HOLDERS OF CLAIMS AGAINST THE DEBTORS, WHOSE
VOTES ARE BEING SOLICITED, SUBMIT BALLOTS TO ACCEPT THE PLAN.

2
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ARTICLE II.

OVERVIEW OF THE PLAN

The following is a general overview of how the Plan treats all holders of Claims against,
and Equity Interests in, the Debtors. It is qualified in its entirety by, and should be read in
conjunction with, the more detailed discussions, information, financial statements, and notes
appearing elsewhere in this Disclosure Statement and in the Plan. For a more detailed description
of the terms and provisions of the Plan, please refer to Article VII of this Disclosure Statement
titled “The Plan of Reorganization.”

Each of the Debtors is a proponent of the Plan within the meaning of section 1129 of the
Bankruptcy Code. The Plan does not contemplate the substantive consolidation of the Debtors’
Estates. Instead, the Plan, although proposed jointly, constitutes a separate chapter 11 plan for
each of ITA, ITV, ITC, and ITI (to the extent ITI commences a proceeding under the Bankruptcy
Code).

In developing the Plan, the Debtors engaged in good-faith, arms’-length negotiations with
Imerys S.A., the Tort Claimants’ Committee, and the FCR. The Debtors are pleased to report that,
subject to the terms of the letters accompanying this Disclosure Statement, both the Tort
Claimants’ Committee and the FCR support the Plan and are Plan Proponents.

2.1 General Overview

The North American Debtors commenced their Chapter 11 Cases in order to manage the
significant potential liabilities arising from claims by plaintiffs alleging personal injuries caused
by exposure to talc mined, processed and/or distributed by one or more of the North American
Debtors. As of the Petition Date, one or more of the North American Debtors had been sued by
approximately 14,650 claimants seeking damages for personal injuries allegedly caused by
exposure to the North American Debtors’ talc products, with the vast majority of such claims
(approximately 98.6%) based on alleged exposure to cosmetic talc products.

The Debtors’ stated purpose of the Chapter 11 Cases is to confirm a plan of reorganization
that will maximize the value of the Debtors’ assets for the benefit of all stakeholders and, pursuant
to sections 524(g) and 105(a) of the Bankruptcy Code, will include a trust mechanism to address
Talc Personal Injury Claims in a fair and equitable manner. The Plan Proponents believe that the
Plan accomplishes these goals. Indeed, the Plan embodies a global settlement of issues
(the “Imerys Settlement”) among the Plan Proponents.

A Talc Personal Injury Trust will be established pursuant to the Plan that will comply in
all respects with the requirements of section 524(g)(2)(B)(i) of the Bankruptcy Code, and assume
all Talc Personal Injury Claims. The Talc Personal Injury Trust will be funded with the Talc
Personal Injury Trust Assets in order to resolve Talc Personal Injury Claims in accordance with
the Talc Personal Injury Trust Documents. The Plan also contemplates a section 363 sale process,
by which the assets of the North American Debtors will be marketed to third parties pursuant to a
court-approved sale process. The net proceeds from the Sale (as defined below), will be used to
fund the Talc Personal Injury Trust. As further described in this Disclosure Statement, the Talc

US-DOCS\109951693RLF1 23428382v.1



Case 19-10289-LSS Doc 1715 Filed 05/15/20 Page 12 of 115

Personal Injury Trust will manage the Talc Personal Injury Trust Assets, and liquidate such assets
to enable it to resolve Talc Personal Injury Claims pursuant to the Trust Distribution Procedures.

Under the Plan, holders of Allowed Unsecured Claims against the North American Debtors
that are not Talc Personal Injury Claims will be paid in full.

Although ITI is not currently in bankruptcy, ITI will solicit acceptance of the Plan as a
“prepackaged plan of reorganization” and if the Plan is approved by the requisite number and
amount of holders of Talc Personal Injury Claims, it would provide for the permanent settlement
of Talc Personal Injury Claims against ITI contemporaneously with the Talc Personal Injury
Claims against the North American Debtors. Holders of Equity Interests in and Claims against
ITI (other than holders of Talc Personal Injury Claims) will be Unimpaired, or otherwise “ride
through,” the Chapter 11 Cases.

@) The Channeling Injunction

The Channeling Injunction to be issued as part of the Plan will permanently and forever
stay, bar, and enjoin holders of Talc Personal Injury Claims from taking any action for the purpose
of, directly or indirectly or derivatively collecting, recovering, or receiving payment of, on, or with
respect to any Talc Personal Injury Claim other than from the Talc Personal Injury Trust pursuant
to the Talc Personal Injury Trust Agreement and the Trust Distribution Procedures. Each holder
of a Talc Personal Injury Claim will have no right whatsoever at any time to assert its Talc Personal
Injury Claim against any Protected Party or any property or interest in property of any Protected
Party. The Protected Parties include: (i) the Debtors and any Person who served as a director or
officer of either Debtor at any time during the Chapter 11 Cases, but solely in such Person’s
capacity as such; (ii) the Reorganized Debtors; (iii) the Imerys Protected Parties; (iv) any Person,
except for the Talc Personal Injury Trust, that, pursuant to the Plan or otherwise, after the Effective
Date, becomes a direct or indirect transferee of, or successor to, the Debtors, the Reorganized
Debtors, or any of their respective assets (but only to the extent that liability is asserted to exist as
a result of its becoming such a transferee or successor); (v) the Buyer (as defined below) (but only
to the extent that liability is asserted to exist as a result of its becoming a transferee or successor
to the Debtors); (vi) any Settling Talc Insurance Company; (vii) prior to the Effective Date, each
Person that contributes funds, proceeds, or other consideration to or for the benefit of the Talc
Personal Injury Trust and is designated, with the consent of the Debtors, the Tort Claimants’
Committee, and the FCR, in the Confirmation Order and/or the Affirmation Order, to be a
Protected Party; and (viii) following the Effective Date, each Person that contributes funds,
proceeds, or other consideration to or for the benefit of the Talc Personal Injury Trust and is
designated as a Protected Party by the Talc Personal Injury Trust, the Talc Trust Advisory
Committee, and the FCR; provided, however, that any post-Effective Date addition to the list of
Protected Parties does not become effective until entry of a Final Order approving the addition.

The effect of “channeling” Talc Personal Injury Claims to the Talc Personal Injury Trust
is that Talc Personal Injury Claims may only be pursued against, and resolved by, the Talc Personal
Injury Trust. Following the Effective Date of the Plan, Talc Personal Injury Claims may not be
asserted against the Debtors, the Reorganized Debtors, or any other Protected Party. For the
avoidance of doubt, Talc Personal Injury Claims include Indirect Talc Personal Injury Claims and
Talc Personal Injury Demands.
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(b) Imerys Settlement

To resolve the Debtors’ Talc Personal Injury Claims the Plan incorporates a global
settlement between the Plan Proponents that provides that, inter alia:

. the Debtors will commence a 363 sale process to sell substantially all assets
of the North American Debtors (the “Sale”) to one or more purchaser(s)
(the “Buyer”), in which Imerys S.A. or its non-debtor affiliates (each, a
“Non-Debtor_Affiliate”, and together with Imerys S.A., “Imerys”) may
participate in any auction as bidder, but will not be designated as a stalking
horse purchaser (if any is selected);

. in the event the Plan is properly accepted by holders of Talc Personal Injury
Claims, ITI will commence a chapter 11 bankruptcy proceeding to be jointly
administered (subject to Bankruptcy Court approval) with the North
American Debtors” Chapter 11 Cases prior to the Confirmation Hearing;

. the equity interests in the North American Debtors will be canceled, and on
the Effective Date, equity interests in the Reorganized North American
Debtors will be authorized and issued to the Talc Personal Injury Trust;

. the equity interests in ITI will be reinstated following the Effective Date,
with approximately 99.66% of such equity interests retained by Mircal Italia
S.p.A. (“Mircal Italia”), a Non-Debtor Affiliate.

Imerys S.A. has agreed to make, or cause the Imerys Contribution to be made in exchange
for the releases and channeling injunction benefiting the Imerys Protected Parties as contemplated
pursuant to the Plan. As further described below, the Imerys Contribution includes (i) the Imerys
Settlement Funds, (ii) the Imerys Cash Contribution, (iii) the Talc Trust Contribution, and (iv) the
Additional Contribution (each as defined below).

Imerys Settlement Funds

On or before the Effective Date, Imerys will contribute or cause to be contributed, the
Imerys Settlement Funds to the Debtors or the Reorganized Debtors, as applicable, which the
Debtors or the Reorganized Debtor, will contribute to the Talc Personal Injury Trust upon the
Effective Date.

The Imerys Settlement Funds are comprised of: (i) $75 million, consisting of Cash and the
Talc PI Note, (ii) 100% of the Sale Proceeds, and (iii) a contingent purchase price enhancement of
up to $102.5 million, subject to the value of the Sale Proceeds. The contingent purchase price
enhancement is described in Section 6.2(b) of this Disclosure Statement. For the avoidance of
doubt, the net proceeds from the Sale(s) will be paid by the Buyer to the North American Debtors,
as applicable, upon the close of the Sale(s) and then contributed to the Talc Personal Injury Trust.
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Imerys Cash Contribution

As provided in the Plan, on or prior to the Effective Date, Imerys has agreed to contribute,
or cause to be contributed, the following to the Debtors or the Reorganized Debtors, as applicable
(the “Imerys Cash Contribution”):

1) the balance of the Intercompany Loan (as defined below) totaling
approximately $22.7 million as of May 8, 2020, for the purpose of funding
administrative expenses during the pendency of the Chapter 11 Cases, as
well as certain of the Reserves;

(2) %5 million (less any amounts already paid and noted in an accounting to the
Tort Claimants’ Committee and the FCR) for payment of Allowed Claims
in Class 3a through inclusion in the Reorganized North American Debtor
Cash Reserve or the Disputed Claims Reserve, as applicable; and

3) up to $15 million, to the extent the Debtors do not have available Cash to
pay all Administrative Claims in full on the Effective Date and would
otherwise be administratively insolvent; provided that Imerys S.A. shall
fund the Debtors” administrative expenses as follows: Imerys S.A. shall pay
fifty percent (50%) of such expenses in Cash (in an amount not to exceed
$15 million) and fifty percent (50%) shall be funded by a dollar-for-dollar
reduction of the Imerys Settlement Funds (in an amount not to exceed $15
million) (the “Contingent Contribution™).

Talc Trust Contribution

In addition to the Imerys Cash Contribution, Imerys has agreed to contribute, or cause to
be contributed, the following to the Talc Personal Injury Trust (the “Talc Trust Contribution”)
on or prior to the Effective Date:

1) indemnification interests (or proceeds thereof) held by a Non-Debtor
Affiliate, but only to the extent such interests or proceeds relate to
indemnification that may be available to pay Talc Personal Injury Claims
against the Debtors or a Non-Debtor Affiliate, and rights and interests to the
proceeds of the Shared Talc Insurance Policies, and all rights against third
parties held by Non-Debtor Affiliates relating to Talc Personal Injury
Claims, including any related indemnification rights, each of which is to be
identified in the Plan Supplement (the “Contributed Indemnity and
Insurance Interests”); and

2 the Talc PI Pledge Agreement.
The Additional Contribution

Finally, in addition to the Imerys Cash Contribution and the Talc Trust Contribution, on or
prior to the Effective Date, Imerys has agreed to take the following actions (the “Additional
Contribution”):
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1) waive all Non-Debtor Intercompany Claims against the Debtors; and

2 unless otherwise assumed by the Buyer, assume any Pension Liabilities of
the North American Debtors through and after the Effective Date of the
Plan.

The Imerys Settlement is further described in Article VI of this Disclosure Statement.

(©)

Talc Personal Injury Trust

The Plan contemplates the establishment of a Talc Personal Injury Trust that will assume
all Talc Personal Injury Claims and resolve Talc Personal Injury Claims in accordance with the
Talc Personal Injury Trust Documents.

On the Effective Date (unless otherwise noted below), the Talc Personal Injury Trust will
receive the Talc Personal Injury Trust Assets, which include:

the Imerys Settlement Funds;

the balance of the Intercompany Loan not otherwise used to fund the Reserves or
pay administrative expenses during the pendency of the Chapter 11 Cases;

the balance of the $5 million used for the payment of Allowed Claims in Class 3a
not otherwise used to fund the (i) Reorganized North American Debtor Cash
Reserve or (ii) the Disputed Claims Reserve;

all non-Cash assets included in the Imerys Contribution, including the Contributed
Indemnity and Insurance Assets;

all Cash held by the North American Debtors on the Effective Date, not including
the Cash used to fund the Reserves;

all Cash remaining in the Reserves to the extent required by the Plan, if any (to be
distributed to the Talc Personal Injury Trust in accordance with the Plan), provided
that any Cash remaining in the Fee Claim Reserve or the Administrative Claim
Reserve after all Fee Claims and Administrative Claims have been satisfied
pursuant to the Plan that is attributable to the Contingent Contribution, shall be
disbursed with fifty percent (50%) distributed to the Talc Personal Injury Trust and
fifty percent (50%) distributed to Imerys S.A;

the Talc Personal Injury Trust Causes of Action and any and all proceeds thereof;
the Talc Insurance Actions and the Talc Insurance Action Recoveries;

the rights of the Debtors with respect to the Talc Insurance Policies, the Talc
Insurance Settlement Agreements, the Talc Insurance Buyback Agreements, and
Claims thereunder;

the Reorganized North American Debtor Stock; and
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. any and all other funds, proceeds, or other consideration otherwise contributed to
the Talc Personal Injury Trust pursuant to the Plan and/or the Confirmation Order
or other order of the Bankruptcy Court.

For the reasons detailed in this Disclosure Statement, the Plan Proponents believe that there
will be substantially more assets available to resolve Talc Personal Injury Claims under the Plan
than would be the case if there were a chapter 7 liquidation. Pursuant to the Plan, Imerys is
contributing substantial assets to the Talc Personal Injury Trust, which would not be otherwise
available for holders of Talc Personal Injury Claims. In addition, the Plan anticipates a value-
maximizing sale process that could result in additional proceeds being available for distribution to
holders of Talc Personal Injury Claims. For these and other reasons explained in detail herein, the
Plan Proponents believe that all holders of Talc Personal Injury Claims, the only Class entitled to
vote, should vote to accept the Plan.

2.2 Summary Description of Classes and Treatment

Except for Administrative Claims and Priority Tax Claims, which are not required to be
classified, all Claims and Equity Interests are divided into classes under the Plan. The following
chart summarizes the treatment of such classified and unclassified Claims and Equity Interests
under the Plan. This chart is only a summary of such classification and treatment and reference
should be made to the entire Disclosure Statement and the Plan for a complete description of the
classification and treatment of Claims and Equity Interests. The Plan Proponents reserve the right
to modify the Plan consistent with section 1127 of the Bankruptcy Code and Bankruptcy Rule
3019.

The summary of classification and treatment of Claims against and Equity Interests in the
Debtors is as follow:

. . Applicable Impairment and
5
Cliees | [DERELTeT Debtor(s) U Entitlement to Vote
. Each holder of an Allowed Priority Non-Tax Unimpaired
Priority Non-Tax . .
1 : All Debtors Claim shall receive Cash equal to the Allowed | Not Entitled to Vote
Claims L .
Amount of such Priority Non-Tax Claim. (Presumed to Accept)
All Allowed Secured Claims in Class 2 shall
be treated pursuant to one of the following
alternatives on the Distribution Date:
(i) payment in full in Cash in accordance with Unimpaired
. section 506(a) of the Bankruptcy Code; )

2 Secured Claims All Debtors (ii) reinstatement pursuant to section 1124 of | Not Entitled to Vote
the Bankruptcy Code; (iii) such other treatment | (Presumed to Accept)
as the Debtor and the holder shall agree; or
(iv) such other treatment as may be necessary
to render such Claim Unimpaired.

> The Plan Proponents reserve the right to eliminate any Class of Claims in the event they determine

that there are no Claims in such Class.
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Class

Designation®

Applicable
Debtor(s)

Treatment

Impairment and
Entitlement to Vote

3a

Unsecured
Claims Against
the North
American
Debtors

North American
Debtors

Each holder of an Allowed Unsecured Claim
against the North American Debtors shall be
paid the Allowed Amount of its Unsecured
Claim on the Distribution Date. Such payment
shall be (i) in full, in Cash, plus post-petition
interest at the federal judgment rate in effect on
the Petition Date, or (ii) upon such other less
favorable terms as may be mutually agreed
upon between the holder of the Unsecured
Claim and the applicable North American
Debtor or Reorganized North American
Debtor.

Unimpaired

Not Entitled to Vote
(Presumed to Accept)

3b

Unsecured
Claims Against
ITI

ITI

The legal, equitable, and contractual rights of
the holders of Unsecured Claim against ITI are
unaltered by the Plan. Except to the extent that
a holder of an Unsecured Claim against ITI
agrees to a different treatment, on and after the
Effective Date, Reorganized ITI will continue
to pay or dispute each Unsecured Claim in the
ordinary course of business in accordance with
applicable law.

Unimpaired

Not Entitled to Vote
(Presumed to Accept)

Talc Personal
Injury Claims

All Debtors

On the Effective Date, liability for all Talc
Personal Injury Claims shall be channeled to
and assumed by the Talc Personal Injury Trust
without further act or deed and shall be
resolved in accordance with the terms and
procedures of the Talc Personal Injury Trust
and the Trust Distribution Procedures.
Pursuant to the Plan and the Trust Distribution
Procedures, each holder of a Talc Personal
Injury Claim shall have its Claim permanently
channeled to the Talc Personal Injury Trust,
and such Claim shall thereafter be asserted
exclusively against the Talc Personal Injury
Trust and resolved and paid by the Talc
Personal Injury Trust in accordance with the
Trust Distribution Procedures.

Impaired
(Entitled to Vote)

ba

Non-Debtor
Intercompany
Claims

All Debtors

On or after the Effective Date, all Non-Debtor
Intercompany Claims shall be canceled,
discharged, or eliminated.

Although Non-Debtor Intercompany Claims
are Impaired, each holder of an Allowed Claim
in Class 5a has consented to its treatment under
the Plan as a Plan Proponent and is therefore
presumed to accept the Plan pursuant to section
1126(f) of the Bankruptcy Code.

Impaired

Not Entitled to Vote
(Presumed to Accept)
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Class | Designation®

Applicable
Debtor(s)

Treatment

Impairment and
Entitlement to Vote

Debtor
5b Intercompany
Claims

All Debtors

At the election of the applicable Debtor, each
Debtor Intercompany Claim shall (i) be
reinstated, (ii) remain in place, and/or (iii) with
respect to certain Debtor Intercompany Claims
in respect of goods, services, interest, and other
amounts that would have been satisfied in Cash
directly or indirectly in the ordinary course of
business had they not been outstanding as of
the Petition Date, be settled in Cash.

Unimpaired

Not Entitled to Vote
(Presumed to Accept)

Equity Interests
in the North
American
Debtors

North American
Debtors

On the Effective Date, all Equity Interests in
the North American Debtors shall be canceled,
annulled, and extinguished.

Although Equity Interests in the North
American Debtors are Impaired, each holder of
an Allowed Equity Interest in Class 6 has
consented to its treatment under the Plan as a
Plan Proponent and is therefore presumed to
accept the Plan pursuant to section 1126(f) of
the Bankruptcy Code.

Impaired

Not Entitled to Vote
(Presumed to Accept)

Equity Interests
inITI

ITI

On the Effective Date, all Equity Interests in
ITI shall be reinstated and the legal, equitable,
and contractual rights to which holders of
Equity Interests in ITI are entitled shall remain
unaltered to the extent necessary to implement

Unimpaired

Not Entitled to Vote
(Presumed to Accept)

the Plan.

2.3 The Plan Supplement

Unless otherwise ordered by the Bankruptcy Court, the Plan Proponents will file the Plan
Supplement with the Bankruptcy Court no later than seven (7) days prior to the earlier of (i) the
deadline for submission of Ballots to vote to accept or reject the Plan, or (ii) the deadline to object
to Confirmation of the Plan. The Plan Supplement will include: (a) a list of Executory Contracts
and Unexpired Leases to be assumed by the North American Debtors, together with the Cure
Amount for each such contract or lease; (b) a list of Executory Contracts and Unexpired Leases to
be assumed by ITI, together with the Cure Amount for each such contract or lease; (c) a list of
Executory Contracts and Unexpired Leases to be rejected by ITI; (d) a list of the Settling Talc
Insurance Companies, if any; (e) a list of the North American Debtor Causes of Action; (f) a list
of the ITI Causes of Action; (g) a list of the Contributed Indemnity and Insurance Interests; (h) the
Cooperation Agreement; (i) the Amended Charter Documents; (j) the list of the officers and
directors of the Reorganized North American Debtors; (k) the Talc PI Note; (I) the Talc PI Pledge
Agreement; (m) the identity of the initial Talc Trustee(s); (n) a list of the initial members of the
Talc Trust Advisory Committee; and (o) a list of the Talc Insurance Policies.

10
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ARTICLE II1.

GENERAL INFORMATION

This Article 111 provides a general overview of the North American Debtors’ and ITI’s
corporate history, business operations, organizational structures, and assets. It also discusses the
events leading to the filing of the Chapter 11 Cases.

3.1 History and Business, Organizational Structure, and Assets of the North American Debtors

@) Corporate History

The Debtors were acquired in 2011 (the “2011 Purchase™) by an Imerys Group® holding
company, Mircal S.A. (“Mircal”). Mircal entered into an agreement with Rio Tinto America, Inc.
(“Rio Tinto”) to purchase the stock of the Rio Tinto group’s talc operations,’ including the stock
of Luzenac America, Inc. (“Luzenac America”) and Windsor Minerals, Inc. (“Windsor”).2 The
stock purchase agreement entitled Mircal to substitute other members of the Imerys Group to
acquire individual talc-related entities from the Rio Tinto group, and Mircal exercised that right to
cause Imerys Minerals Holding Limited (UK), an indirect, non-debtor subsidiary of Imerys S.A.,
to acquire the outstanding shares of Luzenac America. At the same time, Mircal also acquired the
stock of Luzenac, Inc. (“Luzenac”), which is now known as ITC, from another member of the Rio
Tinto group, QIT Fer & Titane, Inc. Mircal remains the direct parent entity of ITC. Luzenac
America, Windsor, and Luzenac subsequently changed their names to ITA, ITV, and ITC,
respectively.’

At the time of the 2011 Purchase there were only approximately eight Talc Personal Injury
Claims pending against one or more of the Debtors, each of which was in the early stages of
litigation. Since then, the number of suits has increased significantly, with over 16,000 on or prior
to Petition Date.

6 The Imerys Group is a French multinational corporation comprised of over 360 affiliated entities

directly and indirectly owned by Imerys S.A.

! As used herein, “Rio Tinto group” refers to Rio Tinto, Rio Tinto America Holdings Inc., Rio Tinto

Services Inc., and their affiliates.
8

The Debtors have been owned by various entities over their 100-year history. In 1989, Johnson &
Johnson sold the stock of Windsor, which is now known as ITV, to Cyprus Mines Corporation
(“Cyprus Mines”). In 1992, Cyprus Mines and its affiliates transferred such stock and all of their other
assets in the talc business to a newly formed subsidiary, Cyprus Talc Corporation (“CTC”). As a result of
this transaction, Windsor became a wholly-owned subsidiary of CTC. Contemporaneously with the 1992
transfer, RTZ America, Inc. (later known as Rio Tinto) purchased the outstanding shares of CTC. Also in
1992, CTC was renamed Luzenac America, which is now known as ITA. Windsor continued to remain a
wholly-owned subsidiary of Luzenac America.

° A timeline of the ownership history of each of the North American Debtors is included in the

Declaration of Alexandra Picard, Chief Financial Officer of the Debtors in Support of Chapter 11 Petitions
and First Day Pleadings [Docket No. 10] (the “Eirst Day Declaration”).

11
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(b) North American Debtors’ Operations

The Debtors are in the business of mining, processing, selling, and/or distributing talc. Talc
is mined from talc deposits, which were geologically formed through the transformation of existing
rocks under the effect of hydrothermal fluids carrying one or several of the components needed to
form the mineral. There are many types of talc and each ore body has its own features and geology.
Accordingly, the mining and processing of talc requires highly-technical and specialized
knowledge. Talc is used in the manufacturing of dozens of products in a variety of sectors,
including coatings, rubber, paper, polymers, cosmetics, food, and pharmaceuticals.

The operations of the North American Debtors include talc mines, plants, and distribution
facilities located in: Montana (Yellowstone, Sappington, and Three Forks); Vermont (Argonaut
and Ludlow); Texas (Houston); and Ontario, Canada (Timmins, Penhorwood, and Foleyet). Talc
sold by the North American Debtors is utilized in numerous products, including, but not limited
to: polymers; paper; paints and coatings; specialties; rubber; personal care/cosmetics; building
materials; and others. ITA and ITV sell talc directly to their customers as well as to third party
and affiliate distributors. 1TC exports the vast majority of its talc into the United States almost
entirely on a direct basis to its customers.

As of the Petition Date, approximately 5% of the North American Debtors’ revenues were
from talc sales in the United States for personal care/cosmetic applications. In addition, as of the
Petition Date, the North American Debtors’ top customers in the personal care/cosmetic sector
were manufacturers of baby powder (50% of personal care sales), makeup (30% of personal care
sales), and soap (20% of personal care sales). Although there are other talc suppliers in the market,
the North American Debtors were historically the sole supplier of cosmetic talc to J&J. The
Debtors report that although personal care/cosmetic sales make up only a minor percentage of the
North American Debtors’ revenue, nearly all of the pending Talc Personal Injury Claims allege
injuries based on use of cosmetic products containing talc, though some claims also allege injuries
based on exposure to talc in an industrial setting.

Together, the North American Debtors are the market leader with respect to talc production
in North America, representing nearly 50% of the market. Their main competitors are the
following companies: Mineral Technologies Inc., American Talc Company, Inc., IMI Fabi, and
Cimbar.

(©) Existing Organizational Structure and Ongoing Businesses

The North American Debtors continue to mine, process, and distribute talc, utilizing a core
group of executives and staff personnel who are assisted by specialized outside professionals and
consultants.

As of March 31, 2020, the North American Debtors employed approximately 281
employees — 183 by ITA, 28 by ITV, and 70 by ITC. These employees are located at the North
American Debtors’ offices in Roswell, Georgia, and talc mines, plants, and distribution facilities

12
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in Montana, Vermont, Texas, and Ontario, Canada.'® Approximately 101 of the employees are
salaried employees and approximately 180 of the employees are hourly employees. In addition,
the North American Debtors” workforce also includes approximately 11 part-time employees and
approximately 29 independent contractors.!! The North American Debtors also rely on services
provided by Imerys S.A. and certain Non-Debtor Affiliates under various shared services
arrangements, as further described in the First Day Declaration and the Cash Management Motion
(as defined below).

The officers (with position) of each of the North American Debtors as appointed by their
respective boards of directors are: Giorgio La Motta (President), Anthony Wilson (Treasurer), and
Ryan J. Van Meter (Secretary). In addition, the boards of directors of ITA and ITV consist of
Kevin Collins, Giorgio La Motta, and Douglas Smith, and the board of directors of ITC consists
of Kevin Collins, Giorgio La Motta, Douglas Smith, and Matthias Reisinger.

(d) Description of the North American Debtors’ Assets

The North American Debtors’ assets consist primarily of cash on hand, parent loan
receivables, insurance assets and indemnification rights, inventory, machinery and equipment,
mineral reserves, land and buildings, and accounts receivable. Each of these asset categories is
described below.

1) Cash and Investments

As of March 31, 2020, the North American Debtors held approximately $19.8 million in
Cash in the aggregate. The Cash is maintained, in part, in various accounts maintained by the
North American Debtors. ITA maintains a lockbox account and an EFT account, as well as an
adequate assurance account in accordance with the order approving the Utilities Motion [Docket
No. 296] (as defined below), each of which are located at SunTrust Bank. ITC has two operating
accounts (one for U.S. Dollars and one for Canadian Dollars) held at the Royal Bank of Canada
and a deposit account held at SunTrust Bank. ITC’s deposit account was opened post-petition at
the request of the United States Trustee. ITA and ITC also maintain interest bearing savings
accounts with Signature Bank that were opened in January 2020. 1TV does not hold any bank
accounts.

As of March 31, 2020, the North American Debtors also had an accounts receivable
balance totaling approximately $22.9 million. This balance primarily corresponds to receivables
due from third party customers incurred in the ordinary course of sales.

1o Certain of the North American Debtors’ officers conduct operations from a rented office located in

San Jose, California.

1 Included as hourly employees are approximately 108 employees who are covered by various

collective bargaining agreements.
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2 Cash Management System and Intercompany Loans

The North American Debtors are not party to any secured financing arrangements or any
third party credit facilities, and instead have relied on the positive cash flows generated by their
operations to run their businesses and fund the Chapter 11 Cases.

Prior to the Petition Date, and as further described in the First Day Declaration, ITA and
ITV participated in a zero balance accounting cash management system with their non-debtor,
indirect parent, Imerys USA, Inc. (“Imerys USA”).}2 Under such system, at the end of each
business day, funds remaining in certain of ITA’s bank accounts were automatically swept to
Imerys USA. The amount swept to Imerys USA less any payments made by Imerys USA on
account of expenses incurred by ITA or ITV was recorded in ITA’s and Imerys USA’s books as
an interest-bearing intercompany loan in favor of ITA pursuant to (i) that certain Intercompany
Loan and Investment Agreement, dated as of June 2018, by and between ITA and Imerys USA
(the “ITA Loan Agreement”) and (ii) that certain Intercompany Loan and Investment Agreement,
dated as of June 2018, by and between ITV and Imerys USA (the “ITV _Loan Agreement” and,
together with the ITA Loan Agreement, the “Intercompany Loan Agreement™).'® Prior to the
Petition Date, ITA and ITV modified certain aspects of their cash management system and
eliminated the practice of automatically sweeping funds to Imerys USA. As of the date hereof, (i)
ITA has an outstanding loan receivable from Imerys USA in the amount of approximately
$17,000,000 (the “ITA Loan”) and (ii) ITV has an outstanding loan receivable from Imerys USA
in the amount of approximately $3,000,000 (the “ITV Loan”).

ITC operates under a separate cash management system from the other North American
Debtors. Historically, excess cash generated by ITC’s operations was periodically swept to Imerys
S.A. at the discretion of ITC. All transfers of cash that were made to Imerys S.A. (net of any cash
transfers made from Imerys S.A. to ITC) were recorded as an intercompany interest-bearing loan
on the books of Imerys S.A. and ITC pursuant to (i) that certain Intra-Group Treasury Agreement
(the “Treasury Agreement”), by and between Imerys S.A. and certain of its subsidiaries,
including the North American Debtors, and (ii) that certain Intercompany Loan and Investment
Agreement by and between Imerys S.A. and ITC. As of the date hereof, ITC holds an outstanding
loan due and payable from Imerys S.A. in the amount of approximately $2,700,000 (the “ITC
Loan” and, together with the ITA Loan and the ITV Loan, the “Intercompany Loan”).

12 A description of the Debtors’ cash management system, deposit practices, and intercompany

transactions is found in Debtors’ Motion for Orders Under 11 U.S.C. 88 105(a), 345, 363, 503(b), and
507(a), Fed. R. Bankr. P. 6003 and 6004, and Del. Bankr. L.R. 2015-2 (I) Authorizing Continued Use of
Existing Cash Management System, Including Maintenance of Existing Bank Accounts, Checks, and
Business Forms, (Il) Authorizing Continuation of Existing Deposit Practices, (IIl) Approving the
Continuation of Intercompany Transactions, and (IV) Granting Superpriority Administrative Expense
Status to Certain Postpetition Intercompany Claims [Docket No. 11] (the “Cash Management Motion”).

13

The Intercompany Loan Agreements were amended by that certain Letter Agreement, dated as of
February 11, 2019.
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3) Insurance Policies, Indemnity Rights, and Settlement Agreements

The North American Debtors are insureds, or otherwise have rights to coverage, under
numerous Talc Insurance Policies covering, among other things, liability for Talc Personal Injury
Claims. Although the Debtors estimate that the amount of the aggregate insurance available is
material, the realizable value of such coverage is subject to any number of factors, including,
without limitation, the solvency of the insurers and the outcome of existing and any future coverage
disputes. As further described in Article V of this Disclosure Statement, prepetition, the North
American Debtors were actively pursuing claims against certain insurers for substantial insurance
coverage and collections against these insurers, and were engaged in disputes with certain of their
predecessors in interest regarding who has the right to access certain Talc Insurance Policies.

In addition, the Debtors believe that Talc Personal Injury Claims related to the North
American Debtors’ sale of talc to J&J are subject to uncapped indemnity rights against J&J under
certain stock purchase and supply agreements. One or more of the North American Debtors also
have the rights to the proceeds of insurance policies issued to J&J and its subsidiaries.

As of the date hereof, the North American Debtors have identified various insurance and
indemnity assets, including:

. certain amounts that are collectible from an insurer on account of unpaid billings
for prepetition claims;

. remaining aggregate limits under the Talc Insurance Policies with solvent insurers
(not otherwise subject to a Bankruptcy Court-approved settlement agreement)
having an estimated realizable value of approximately $830 million available to
pay claims covered under such agreements, which estimate excludes any estimate
for anticipated recoveries on account of the coverage provided by insurers who are
subject to settlement agreements;

. the right to access certain shared insurance policies issued to J&J and its
subsidiaries with estimated total aggregate limits of approximately $2 billion;

. the right to seek the proceeds of policies issued to Standard Oil (Indiana) and its
subsidiaries with total aggregate limits of approximately $1.2 billion; and

. indemnity rights in an uncapped amount against J&J.
4) Other Assets
As of March 31, 2020, the North American Debtors also had the following core assets:

. Inventory with an approximate value of $27.6 million. The inventory includes raw
materials, finished goods, and other inventory or supplies. Raw materials represent
the largest component of total inventory for ITA and ITV, totaling approximately
$12.5 million and $1.3 million, respectively, and include, among other things,
purchased crude ore and mined ore. Raw materials represent the largest component
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of total inventory for ITC, totaling approximately $3.1 million, and include, among
other things, mined ore.

. Machinery, fixtures, and equipment with an approximate value of $37.5 million.

. Mining assets with a value of approximately $13.0 million. Mineral reserves and
overburden represent approximately $5.4 million and $7.6 million of the mining
assets, respectively. Moreover, the North American Debtors’ mineral reserves are
comprised of the unmined portion of the ore deposits at the North American
Debtors’ mines.

. Land and buildings with an approximate value of $5.5 million (after accumulated
depreciation), primarily consisting of industrial buildings and related
improvements, including infrastructure, and the land under and surrounding the
buildings and production facilities.

3.2 History and Business, Organizational Structure, and Assets of ITI

@) Corporate History

In 1895, the Societa Talco e Grafite Val Chisone (“Societd™) was organized for the purpose
of mining minerals, including talc, from the Val Chisone and Valle Germanasca valleys in the
Piedmont region of Italy. In July of 1907, Talco e Grafite VVal Chisone S.V.C. (“Talco e Grafite”)
was incorporated in Pinerolo, Italy, and subsequently acquired all of the tangible and intangible
assets of Societd. Thereafter, on April 5, 1990, Finanziaria Minerario Industriale was organized
in the Piedmont region of Italy, and on August 31, 1990, Finanziaria Minerario Industriale was
merged with Talco e Grafite and renamed Talco Val Chisone S.p.A.

Talco Val Chisone S.p.A. changed its name to Luzenac Val Chisone S.p.A. after it was
acquired by Rio Tinto. Then, as with the predecessor entities of the North American Debtors,
Luzenac Val Chisone S.p.A. was acquired by the Imerys Group as part of the 2011 Purchase.
Luzenac Val Chisone S.p.A. was then renamed Imerys Talc Italy S.p.A. ITI is a majority-owned
subsidiary of Mircal Italia, which in turn is an indirect subsidiary of Imerys S.A.

(b) ITI’s Operations

Like the North American Debtors, ITI is in the business of mining, processing, selling,
and/or distributing talc to a variety of end markets. ITI’s talc operations include a talc mine in
Rodoretto, and a plant and office in Porte. Talc that is mined in Rodoretto is sent to the plant in
Porte where it is processed, refined into various talc products, and packaged for distribution. The
office in Porte houses ITI’s general management administrative operations.

ITI sells its talc through internal sales channels as well as through third party distributors.
Talc sold by ITI is utilized in numerous products, including, but not limited to: specialties (39%);
polymers (23%); personal care (22%); paints and coatings (10%); and other (6%).1* ITI has a

14 The foregoing percentages are based on total sales in 2019.
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leading market share for its products in Europe, the Middle East, and Africa. In addition, ITI also
sells talc to purchasers in North America. Approximately 4% of ITI’s current revenues arise from
talc sales to the United States for cosmetic/personal care applications.

(©) Existing Organizational Structure and Ongoing Businesses

ITI continues to mine, process, and distribute talc, utilizing a core group of executives and
personnel.  ITI currently employs 85 full-time employees and one part-time employee.
Specifically, 49 of ITI’s employees are located at the Rodoretto mine, 23 are located at the
Malanaggio plant, and 14 are located at the Porte office. ITI also benefits from certain shared
services arrangements with Imerys S.A. and Imerys Talc Europe. Specifically, ITI pays an
aggregate annual fee to Imerys Talc Europe for services related to, among other things: information
systems and technology, research and application, general management and communications,
industrial production, marketing, finance, human resources, health, safety and environment, and
logistics. ITI also pays an annual fee to Imerys S.A. on account of certain group-level executive
management, legal, and other corporate overhead services provided by Imerys S.A. to ITI. These
services include, among other things: business administration, marketing and sales, legal, internal
and external communications, technology, purchasing, and product safety and stewardship
services.

The officers (with position) and Statutory Auditors of ITI are: Kosman Rivolti (CEO),
Laura Campanini (Board of Statutory Auditors Chairman), Giorgio Monetti (Statutory Auditor),
and Anna Angela De Benedittis (Statutory Auditor). In addition, the board of directors of ITI
consists of Vincenzo Walter Gentile, Kosman Rivolti, and Kevin Collins.

(d) Description of ITI’s Assets

1) Cash, Cash Management System and Intercompany Loan

ITI has relied on the positive cash flows generated by its operations to run its business.

As of March 31, 2020, ITI held approximately $53,000. ITI’s has a pooling account located
at Société Generale and an operating account located at Intesa Sanpaolo. Each of these accounts
are maintained in ITI’s name.

ITI has historically operated under a separate cash management system from the North
American Debtors. Excess cash generated by ITI’s operations is periodically swept to a bank
account in the name of Imerys S.A. or Imerys Talc Europe (as applicable), at the discretion of ITI
and pursuant to the Treasury Agreement and that certain SOGECASH International Pooling —
Service Agreement, dated as of March 1, 1994. All transfers that are made to Imerys S.A. or
Imerys Talc Europe (net of any cash transfers made from Imerys S.A. or Imerys Talc Europe to,
or on behalf of, ITI) are recorded as an intercompany interest-bearing loan on the books of ITI and
Imerys S.A. or Imerys Talc Europe, as applicable. As of the date hereof, ITI holds an outstanding
loan receivable from Imerys S.A. in the amount of approximately $382,000 and an outstanding
loan receivable from Imerys Talc Europe in the amount of approximately $21.4 million.
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ITI also had an accounts receivable balance totaling approximately $4,000,000 as of March
31, 2020. This balance primarily corresponds to receivables due from third party customers
incurred in the ordinary course of sales.

(2 Other Assets
As of March 31, 2020, ITI maintained the following other core assets:

. Inventory with an approximate value of $1,500,000. The inventory includes raw
materials, spare parts, work in progress, and finished goods. Raw materials
represent the largest component of total inventory, totaling approximately
$1,000,000, and include, among other things, crude ore, bag stops, and pallets.

. Mineral reserves with a value of approximately $900,000. The mineral reserves
represent the unmined portion of the ore deposits at the mine.

. Land and buildings with an approximate value of $3,600,000 (after accumulated
depreciation), primarily consisting of industrial buildings and related
improvements, including infrastructure, and the land under and surrounding the
buildings and production facilities.

3.3 Filing of the Chapter 11 Cases and Plan Discussions

@ Events Leading to the Chapter 11 Cases

In June 2018, as a result of the increasing number of talc claims being asserted against the
North American Debtors in the tort system and the unwillingness of the North American Debtors’
insurers and indemnitors to provide coverage for the Debtors’ mounting defense costs, the North
American Debtors retained Latham & Watkins LLP (“Latham”™) to assist them in evaluating a
number of strategic options to manage their talc-related liabilities. The North American Debtors
and Latham worked with the North American Debtors’ litigation defense counsel, Alston & Bird
LLP (“Alston”) and Gordon Rees Scully Mansukhani LLP, and insurance coverage counsel, Neal,
Gerber & Eisenberg LLP (“NGE”), to identify and assess alternatives to resolve the North
American Debtors’ talc-related liabilities, including evaluating the costs and benefits associated
with continuing to litigate talc-related claims in the tort system.

At the same time, the North American Debtors explored the viability of using a chapter 11
bankruptcy filing to address their talc liabilities by channeling them to a trust created under
sections 105 and 524(g) of the Bankruptcy Code that would be structured to ensure the fair and
equitable treatment of present and future claimants. As part of this exploratory effort and to
facilitate the implementation of this potential chapter 11 strategy if and when authorized by their
boards of directors, the North American Debtors entered into an engagement letter with James L.
Patton, Jr. of Young Conaway Stargatt & Taylor, LLP (“Young Conaway”) on September 25,
2018 to serve as a proposed future claims representative to represent the interests of individuals
who may in the future assert talc-related demands against the Debtors. Mr. Patton retained Young
Conaway as his legal counsel and Ankura Consulting Group, LLC (“Ankura”) as his claims
analyst to provide advice in connection with such representation. Together with his advisors,
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Mr. Patton initiated an extensive diligence process into the North American Debtors’ businesses
and the pending talc litigation, subject to a confidentiality agreement.

The North American Debtors worked constructively with Mr. Patton and his advisors
throughout the prepetition process by providing access to relevant documents and responses to
numerous information requests, as well as by attending multiple in-person diligence meetings,
among other things. The North American Debtors hoped to engage with plaintiffs” firms prior to
the commencement of the Chapter 11 Cases to determine if a pre-arranged chapter 11 plan could
be achieved. The North American Debtors did not have sufficient time, however, to conduct the
diligence process that would be necessary for the parties to engage in meaningful discussions given
the pending trial calendar (and risk of incurring a judgment for which the North American Debtors
could not post an appeal bond) and the ever-increasing costs of settlement and defense.
Nevertheless, the constructive discussions with Mr. Patton confirmed, from the Debtors’
perspective, the viability of using chapter 11 to resolve the Talc Personal Injury Claims in a manner
that would maximize the distributable value for all stakeholders and provide fair and equitable
treatment of the Talc Personal Injury Claims.

(b) Filing the Chapter 11 Cases, Continuation of Diligence, and Plan Discussions

After extensive discussions with their advisors, the North American Debtors ultimately
determined that, due to the increasing number of Talc Personal Injury Claims being asserted
against them in the tort system and the prospect of diminishing readily accessible insurance/third
party indemnitor coverage, continued litigation in the tort system was not a viable option and that
the commencement of the Chapter 11 Cases was in the best interests of the North American
Debtors, their Estates, and their stakeholders. Accordingly, on February 13, 2019, the North
American Debtors’ boards of directors authorized the filing of these Chapter 11 Cases.

Following the Petition Date, as described more fully in Article V, the FCR and the Tort
Claimants’ Committee were each appointed in the Chapter 11 Cases. Plan discussions between
the Tort Claimants’ Committee, the FCR, and the North American Debtors (and related due
diligence) progressed after the bankruptcy filing. The plan discussion process included, among
other things, in-person meetings and conference calls between counsel to the North American
Debtors and counsel to the Tort Claimants’ Committee and the FCR, written responses to
information requests from counsel to the Tort Claimants’ Committee and the FCR, and a
comprehensive document production, wherein the North American Debtors produced, and counsel
to the Tort Claimants” Committee and the FCR reviewed, documents and electronic files relating
to the Debtors, their affiliates, and predecessors.

As discussions matured and the diligence process reached advanced stages, the North
American Debtors, the Tort Claimants’ Committee, and the FCR focused on the possibility of a
comprehensive settlement involving Imerys S.A., ITI, and the other Non-Debtor Affiliates. In
furtherance of such a settlement, Imerys S.A. provided certain information and documents related
to diligence requests from the Tort Claimants’ Committee and the FCR. Such diligence informed
the parties’ views on a potential contribution that could be made to the Talc Personal Injury Trust
by or on behalf of Imerys in return for protection under the Channeling Injunction.
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In light of the foregoing developments, Imerys S.A. and its counsel became more directly
involved in the plan negotiations in the months leading up to the filing of the Plan. Representatives
of the North American Debtors, the Tort Claimants’ Committee, the FCR, and Imerys S.A. spent
considerable time negotiating over the terms of a framework for a plan of reorganization for the
Debtors that would include a chapter 11 filing for ITI. In particular, the parties focused on the
funding for the Talc Personal Injury Trust via the Imerys Contribution, and the terms of the
Channeling Injunction. Ultimately, the parties reached an agreement on the key terms for a
proposed plan of reorganization and global settlement, which are embodied in the Plan.

© Tl

The global settlement encompassed in the Plan contemplates that ITI will file a voluntary
petition for relief under chapter 11, provided that the requisite number of votes to accept the Plan
are received from the holders of Talc Personal Injury Claims in Class 4. Given the potential for
ITI to face increasing talc-related litigation if it remains in the tort system, ITI has determined that
the commencement of a chapter 11 case in order to similarly resolve its talc-related liabilities,
pending a vote to accept the Plan by holders of Claims in Class 4, is in the best interests of ITI and
its stakeholders.

(d) J&J Negotiations

During this period, the North American Debtors also engaged in a number of confidential
discussions with J&J regarding the resolution of the Talc Personal Injury Claims. These
negotiations were premised on, among other things, J&J’s agreement to assume the defense of
litigation of the Talc Personal Injury Claims and J&J’s waiver of indemnification claims against
the North American Debtors. As of the date of this Disclosure Statement, although a settlement
has not yet been reached, the Plan Proponents remain engaged in ongoing settlement discussions
with J&J related to the Debtors’” Chapter 11 Cases.

ARTICLE IV.

SUMMARY OF LIABILITIES AND RELATED INSURANCE OF THE DEBTORS

4.1 Description of Talc Personal Injury Liabilities

The Debtors” most significant liabilities are the numerous Talc Personal Injury Claims
asserted against them, which are described in detail below. The Debtors maintain that their talc is
safe, that the Talc Personal Injury Claims are without medical or scientific merit, and that exposure
to their talc products has not caused personal injuries. The Debtors also contend that the safety of
their talc has been confirmed by dozens of peer-reviewed studies and multiple regulatory and
scientific bodies, including five of the largest real world studies ever conducted. The Tort
Claimants’ Committee and the FCR disagree with the Debtors’ position, and dispute the validity
of the studies relied upon by the Debtors. In support of their position, the Tort Claimants’
Committee and the FCR assert, among other things, the relatively nascent development of this tort
and the existence of new or better testing methodologies than those cited in the studies on which
the Debtors rely.
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As described in the First Day Declaration, it is the Debtors’ view that they have had
significant success defending against Talc Personal Injury Claims in the tort system and no final,
unappealable verdict has been issued against any Debtor in any lawsuit asserting talc related
claims. The Debtors assert that they have been and continue to be committed to the quality and
safety of their products above all else. Nevertheless, the substantial increase in alleged talc-related
claims in the last few years, combined with the current state of the U.S. tort system, has led to
overwhelming projected litigation costs (net of insurance) that the Debtors were unable to sustain
over the long-term, leading to the chapter 11 filings.

To be clear, though they are each Plan Proponents, neither the Tort Claimants’ Committee
nor the FCR accept the Debtors’ position regarding the safety of their talc or the safety of any
products into which talc is incorporated.

@) Overview

As of the Petition Date, one or more of the Debtors were among the defendants in thousands
of actions brought before various U.S. federal and state courts by multiple plaintiffs asserting Talc
Personal Injury Claims. Plaintiffs have historically asserted two types of Talc Personal Injury
Claims: (1) claims alleging ovarian cancer or other related gynecological diseases arising as a
result of talc exposure (the “OC Claims™) and (2) claims alleging respiratory cancers or other
asbestos-related diseases arising as a result of talc exposure (“Mesothelioma Claims”). As of the
Petition Date, there were approximately 13,800 pending lawsuits asserting OC Claims and
approximately 850 pending lawsuits asserting Mesothelioma Claims against one or more of the
North American Debtors. ITI has also been named as a defendant in litigation asserting Talc
Personal Injury Claims. As of the date hereof, ITI has been named in eight pending lawsuits
asserting Mesothelioma Claims.*®

Approximately 98.6% of the pending lawsuits asserting Talc Personal Injury Claims allege
injuries based on the use of cosmetic products containing talc. As described above,
personal care/cosmetic sales into the United States make up approximately 5% of the North
American Debtors’ annual revenues and 2% of ITI’s annual revenues. In addition, the Debtors
historically supplied and at times were the sole supplier of, talc to J&J, and have been routinely
named as a co-defendant with J&J in litigation related to the Talc Personal Injury Claims.
Approximately 99.8% of the pending and closed lawsuits asserting OC Claims against the Debtors
named J&J as a co-defendant, and approximately 80.1% of the pending lawsuits asserting
Mesothelioma Claims against the Debtors named J&J as a co-defendant.

(b) Proliferation of Talc Claims

At the time of the Imerys Group’s acquisition of the Debtors, there was only one OC Claim
pending against ITA, which was in the early stages of litigation.'® In 2014, a significant judgment

1 All of these suits have been filed by the same firm, the Lanier Law Firm. As of the filing date of

this Disclosure Statement, and in light of the potential chapter 11 filing of ITI contemplated under the
proposed Plan, ITI and the plaintiffs in those suits have reached an agreement to dismiss the pending cases,
without prejudice, as to ITI.

16 ITA subsequently obtained summary judgment in its favor in that case.
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was rendered against J&J stemming from one of its products that was made almost entirely of
cosmetic talc. Approximately 16,500 OC Claims have been filed since 2014 and, as of the Petition
Date, approximately 13,800 OC Claims were pending against one or more of the Debtors.

Similarly, when the Debtors were acquired in 2011, there were only approximately seven
pending Mesothelioma Claims, which were all in the early stages of litigation. Aswith OC Claims,
however, plaintiffs began filing Mesothelioma Claims at an increasing pace in 2014, and in early
2016, one of the Mesothelioma Claims reached trial. Since 2014, approximately 1,200
Mesothelioma Claims have been filed against one or more of the Debtors, of which approximately
850 were still pending as of the Petition Date.!’

(©) OC Claims

Plaintiffs asserting OC Claims generally allege that they have developed ovarian cancer or
other related gynecological cancers as a result of their use of certain cosmetic products, primarily
J&J body powders (which is comprised almost entirely of talc) for feminine hygiene purposes.
Historically, plaintiffs have asserted that talc itself causes ovarian cancer and have not asserted
that talc contained in the body powder was contaminated with trace amounts of asbestos. In 2017,
however, some plaintiffs asserting OC Claims began to allege that their personal injuries may also
have been caused by trace asbestos contamination of the talc. The Debtors dispute all of these
allegations.

(d) Mesothelioma Claims

Plaintiffs asserting Mesothelioma Claims generally allege they have developed non-
ovarian cancer personal injuries based on some form of asbestos exposure. Some of these plaintiffs
assert that they were only exposed to talc that was contaminated with trace amounts of asbestos,
while others allege additional non-talc exposure to asbestos. It is the Debtors’ view that in many
cases plaintiffs have made insufficient allegations for the Debtors to determine whether the
Mesothelioma Claims are based on cosmetic talc exposure, industrial talc exposure, or both. For
those pending cases where the plaintiff’s exposure to talc has been identified with specificity,
approximately 63% percent of plaintiffs allege exposure to asbestos through the use of cosmetics,
while approximately 24% of plaintiffs allege exposure in industrial occupational settings (the
approximately remaining 13% of plaintiffs allege both cosmetic and industrial exposure).

4.2 Description of Talc Insurance Coverage

@ Talc Insurance Coverage

The North American Debtors have access to, and rights under, various Talc Insurance
Policies with Talc Insurance Companies that cover, among other things, certain talc-related
personal injury liabilities and related litigation costs (including, in certain instances, defense

ol The Debtors do not intend to seek a formal estimation of the Debtors’ total liability for Talc

Personal Injury Claims, but they reserve the right to seek such a formal estimation in the future.
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costs).®® Specifically, one or more of the North American Debtors have the right to the proceeds
of insurance policies for both the OC Claims and the Mesothelioma Claims.?® The Debtors are
informed and believe that the total amount of insurance available for the OC Claims and the
Mesothelioma Claims is at least $670 million and $160 million, respectively.?°

1) Insurance Coverage Containing Asbestos Exclusions

Zurich Policies. One or more of the North American Debtors have the right to insurance
coverage under at least fourteen primary liability policies issued by Zurich American Insurance
Company (“Zurich”) to Luzenac America or the Rio Tinto group. Zurich issued four primary
liability policies to Luzenac America from May 1997 to May 2001 with total aggregate limits of
liability of $20 million (the “Luzenac Policies”). Zurich also issued eleven primary liability
policies to the Rio Tinto group from May 2001 to May 2012 with total aggregate limits of $630
million (the “Rio Tinto Policies,” and together with the Luzenac Policies, the “Zurich Policies”).
The Debtors are informed and believe that the Zurich Policies have been eroded by approximately
$17 million, resulting in remaining limits of $633 million. Pursuant to various agreements with
Zurich and the Rio Tinto group, the North American Debtors owe no further deductibles on the
Zurich Policies. The Debtors are unaware of any excess policies issued to the Rio Tinto group or
to the North American Debtors when owned by the Rio Tinto group. Each of the Zurich Policies
contains an endorsement that purports to exclude coverage for injuries caused by exposure to
asbestos.

XL Policies. One or more of the North American Debtors have the right to insurance
coverage under four primary general liability policies and four umbrella polices issued by XL
Insurance America, Inc. (“XL”) to Imerys USA and its subsidiaries. XL issued primary general
liability policies for the period of January 2011 to February 2015 with total aggregate limits of $4
million (the “XL Primary Policies”). XL also issued umbrella liability policies for the period of
January 2011 to February 2015 with total aggregate limits of $34 million (the “XL_Umbrella
Policies,” and together with the XL Primary Policies, the “XL Policies”). The Debtors are
informed and believe that the XL Policies have tota