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Abbreviations
The following abbreviations are used in this report:
the Act T 'i'he Il;solvency Act —1“95&—85 ame'nded T
Accc Abilibi Consolidated Company of Canada
ACE Ablubl Consolidated Europe NV
ACI Ablllbi-Consolidaled lnoorporaled

Bridgewater (or lhe Company)
Chaplet 1 1

CHP
CCAA

Bndgewaler Paper Company Umlled (in Admlmslrahon)

Chapter 1" of the US Bankruplcy Code

Combined Heal and Power -

Companies Credltors Arrangement Act RSC

EY Emsl & Young LLP
the Group Bridgewaler Paper Company Limited {in Administration)
and all of its subsidiary companies

Jolm Admlnlslralors

Roy Bailey, Thomas Andrew Jack and Alan Roben
Bloom

MT o Metrlc lonnes
Recycling Cheshlre Recydmg Limited

Secured guaraulee Iomlers

Wells Fargo .
!he Widcr Gl uup

Togelher various sy syndlcated lenders and Goldman
Sachs Credit Pariners LP as Adminislrative Agenl and
Wells Fargo Bank, National Associalion as Collateral
_Tslee

Wells Fargo Bank Natxonm Assbuallcn T

" AbilibiBowater Moldings Incorporaled and all of its
subsidiary companies
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Seclion 1: 1. introduction, background and circumstances giving rise {o the appoiniment 195

Introduction, background and circumstances giving
rise to the appointment

Introduction

On 2 February 2010, the Company entered Administration and Roy Bailey, Thomas Andrew
Jack and Alan Robert Bloom were appointed to act as Joint Administrators. This document,
including its appendices, constitutes the Joint Administrators’ statement of proposals io
creditors pursuant to paragraph 49 of Schedule B1 to the Insclvency Act 1986 and Rule 2.33
of the Insolvency Rules 1986.

Certain statutory information relating to the Company and the appointment of the Joint
Administrators is provided at Appendix A.

Background

The Group is part of the larger AbitibiBowater Incorporated group of companies which is
based in North America, but has operations across the world. The worldwide group is one of
the largest newsprint producers in the world.

AbitibiBowater Inc., the ultimate parent company, ACI, an intermediate parent company, and
ACCC, the direct parent company, all filed for and received creditor protection under either
Chapter 11 in the US, on 18 April 2009 or CCAAin Canada, on 17 April 2009.

EY's affiliated firms in Canada and the US are the Court appointed Monitor under the CCAA
process and are providing financial advice in the Chapter 11 process, respectively.

The Group's core operations are the production of recycled newsprint by Bridgewater for the
UK and European markets. Bridgewater's subsidiary, Recycling was involved in the collection
of paper and other recyclable waste from across the UK and was set up largely to support the
operations of Bridgewater by providing the waste paper to be recycled. ACI was a key
supplier to the Group, providing newsprint which was sold on to the Group's UK and
Confinental European customers. The supply of this Canadian newsprint was critical to
ensure customer requirements were met and relationships maintained.

ACE, a subsidiary within the Group, is a Belgian company and operates as the sales agent
for Bridgewater newsprint and for Canadian newsprint from the Wider Group {via
Bridgewater) into Continental Europe. Bridgewater Paper Leasing Limited, a now dormant
subsidiary, previously operated as a tax vehicle for the Group.

The Group commissioned the building of a CHP plant on site by entering intc an agreement
with The Group's energy supplier in 1998 to build and operate the CHP plant for a period of
15 years. The CHP plant supplied electricity and steam that was essential for operations to
the production facility. However, the contract with The Group's energy supplier resulted in
onerous energy costs for the Group. At peak commodity prices in 2008 and 2008, the Group
incurred circa £2.2million in energy cosis per month. This was significantly above market
value and contributed to the gross losses incurred. The Group had undertaken several
negotiations over the last 18 months with The Group's energy supplier to vary the terms of
the contract and reduce the energy cosls incurred but it was unable, despite agreeing heads
of terms with The Group’s energy supplier, o conclude a deal which would have resulted in a
reduction in energy costs.

The Group's production facility and the head offices of Bridgewater and Recycling are based

in North Road Industrial Estate in Ellesmere Port, Cheshire on a 52 acre site. ACE has
offices in Brussels and Madrid.
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Section 1: 1. Introduction, background and circumstances giving rise to the appointment 196

The recent consolidated financial results of the Group can be summarised as follows:

Gross Gross
Year Ended 31 Turnover Loss Loss Net Loss after
December Type £000 £000 % Tax £000
2000 "7 Maneement 78,155 (10580)  (135)  NA
2008 o, sosis o (22402)  (78) - NA
2007 7 Audted 75193 (3060)  @.N)  (5692)

Circumstances Giving Rise to the Appointment of the Administrators

The Group has been trading at a gross loss for a number of years, prior to the appointment of
the Joint Administrators, with operations being funded by ACI. The forecast trading outlook
had continued to remain challenging, as a result of downward price pressure from customers,
upward cost pressures relating to energy prices and the cost of waste paper. The newsprint
market is largely dominated by demand from seven main publishing houses, all of which were
customers of the Group in 2009. Last year, the Group experienced a circa 10% price
reduction as a result of customer pressure, which impacted the aiready depressed trading
results of the Group.

In addition to the above factors, the poor performance of the Group was exacerbated by the
age of the production facility and overalt general inefficiency and obsolescence of the
technology employed.

The continued operations of the Group were solely reliant on ACI funding, failing which the
Group would be insolvent on a cash flow basis, as it had no external sources of funding.

The Group has no direct bank debt, but is subject to cross guarantees secured by fixed and
floating charge security on primarily all of its assets to support the borrowings of the Wider
Group from the secured guarantee lenders.

Following a number of companies in the Wider Group seeking creditor protection under
Chapter 11 in the US or CCAA in Canada and given expected continuing difficult trading
condilions, the board of directors appointed EY during July 2009 to undertake an
independent business review of the Group lo consider, inler alia, possible restructuring
options that would allow the Group lo continue o trade in the long term.

Crost & Young 12



Section 1: 1. Introduclion, background and circumstances giving rise to the appointment 197

For the reasons stated above, it was likely that, without a restructuring, the operations of the
Group would continue to be loss making for the foreseeable future, resulting in a further drain
on the resources of the Wider Group for little or no economic benefit. As such, and in view of
the Wider Group’s own restructuring processes, ACI felt it could no longer provide continued
funding support to the Group. Further, the secured guarantee lenders were unable, in the
time available, to consider the provision of alternative funding for the Group.

As a result and given the significant cash flow pressures faced by the Company, the Board of
directors of Bridgewater decided, after considering all available options, to appoint
administrators. As required by statute, five business days' written notice in the form of a
notice of inlention to appoint administrators was served on the floating charge holders on
Monday 25 January and, on 2 February 2010, the direclors of the Company appointed the
Joint Administrators pursuant to paragraph 22(2) of schedule B1 to the Insoivency Act 1986.
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Section 3. Statement of affairs 198

Purpose, conduct and end of the Administration

Purpose of the Administration

The purpose of an Administration is to achieve one of three objectives as provided in
paragraph 3(1) of Schedule B1 to the Act:

a. Torescue the company as a going concern;

b. To achieve a better resuit for the company’s creditors as a whole than would be
likely if the company were wound up (without first being in Administration); or

c. Torealise property in order to make a distribution to one or more secured or
preferential creditors.

Insolvency legislation provides lhat objeclive (a) should be pursued uniess it is not
reasonably practicable to do so or if objective (b} would achieve a better result for the
company's creditors as a whole. Objective (c) may only be pursued if itis not reasonably
practicable to achieve either objective (a) or (b} and can be pursued without unnecessarily
harming the interests of the creditors of the company as a whole.

Despite extensive marketing of the Company, no one has expressed an interest in the
corporate entity itself, so objective (a) above would not appear to be a possibility.
Consequently, the Joint Administrators are pursuing objective (b). Should this not be
achievable, objective (c) will be pursued.

Conduct of the Administration

Immediately upon our appoiniment, we attended the Company's offices at Ellesmere Port to
take control of the business and commence the process of stabilising trading as far as was
possible whilst we sought to rescue the Company as a going concern. As well as the Joint
Administrators’ lead team from London, we also utilised EY staff from the Manchester office
to assist with the stabilisation process on site.

Funding

The Joint Administrators were able to secure a £2million funding facility from ACI. This
funding facility provided the Joint Administrators with the opporiunity to draw cash in the
event it was required during the trading period.

The Administration was also funded by cash existing in the Company’s bank accounts on
appointment and post appointment debtor recoveries.

Trading

The overall trading strategy employed by the Joint Administrators was to continue trading the
business, as far as possible, “as usual”, whilst evaluating the various strategic options
available.

Key to continued operations and trading during the Administration period was to ensure that
key stakeholders continued to support the business during the Administration period whilst
the Joint Administrators sought to restructure the business or secure a sale of its business
and assets. Accordingly, as part of (he trading strategy, immediately upon appointment, the
Joint Administrators met with the Company's key stakeholders. The key stakeholders and
objectives to be achieved can be summarised as follows:

mst & Young i4



Sectlion 3: Statement of affairs 198

Energy supplier:

> secure continued supply of energy but at significantly reduced prices 1o enable a
trading strategy to be pursued profitably.

» Customers:

» secure support of customers by reaching agreement with them that they will
continue to purchase from the Company during Administration and pay outstanding
debts.

» Suppliers:

» secure continued support of suppliers during any trading period, especially
Recycling.

» Employees:

» secure continued support of employees and unions to enable production to
continue without disruptions.

All the above stakeholders were critical in enabling continued trading and while the Joint
Administrators were largely able to secure the continued support of customers, suppliers and
employees no agreement could be reached with The Company's energy supplier with respect
to significantly reduced energy prices o enable production to continue profitably.

As a result, the Joint Administrators decided to cease production on 8 February 2010 to avoid
continued trading tosses.

The cessation of production necessitated redundancies {o ensure that costs were minimised.
For the eight days of production during the Administralion period, a total of 1,981 MT of
newsprint was produced.

Given the cessation of production, the Joint Administrators pursued a sirategy of realising the
stock on hand by continuing to deliver newsprint to customers and recovering outstanding
debts due from customers, while also pursuing a possible sale of the Company's business
and assets.

Administration trading sales (as invoiced to date), resuiting largely from a realisation of stock
on hand at the date of appointment, presently amounts to £3.6m, of which £0.4m has been
collected to date. The balance is expected to be collected on the credit terms previously
allowed to customers pre Administration.

Asset realisations

The main asset realisations to date have come from cash on hand at the date of
appointment, the stock of newsprint as at the date of appointment and debtor collections, as
discussed further below.

Sale of the business and/ or assets

The overriding strategy of the Administration has been to trade the business with a view to
completing a sale of the Company as a going concern or achieving a business and assets
sale.

Over 40 potential frade and investment group buyers have been direclly approached and as
a result there have been several interested parties whom Lhe Joint Administrators have been
in contact with. Discussions are ongoing with interested parties and other potential interested
parties continue to be targeted on a daily basis by the Joint Administrators.

Emst & Young 15

A

-3

1‘ \.—g

)

A



e N T T Miaes S Wil Bl Ml |

3 T3 T3 T T3

Section 3. Statement of affairs 200

Al the same time, the Joint Administrators have undertaken professional valuations on the
land and buildings and plant and machinery of the Company, with a view to marketing the
Company's assets in the event that a going concern sale is unsuccessful. A schedule of alt
interested parties in the assets of the Company is being maintained.

The Joint Administrators’ team are working with management and agents to ensure an
ongoing marketing strategy is pursued whilst all allerative opportunities are being reviewed.

» Recycling

The Joint Administrators’ initial strategy was 1o try and sell the shares of Recycling, either with
those of the Company or on their own, thereby realising value for the estate.

Following the Administration of the Company, which was the sole provider of funding for
Recycling, the intercompany debtor balance of circa £2million due to Recycling by
Bridgewater became uncollectable. In addition, suppliers started withdrawing credit from
Recycling. As a result of this lack of liquidity and financing, the directors of Recycling issued
a notice of intention to appoint administrators, whilst they considered their options and
commenced an accelerated disposal process. As creditor and customer pressure intensified,
the directors of Recycling considered that Recycling no longer had sufficient funds 1o
continue to trade.

On 11 February 2010, Roy Bailey, Thomas Andrew Jack and Alan Robert Bloom were
appointed as Joint Administrators of Recycling, a wholly owned subsidiary of the Company.
On the same day the Joint Administrators of Recycling completed a sale of Recycling’s
business and assets lo Palm Recycling Limited for a total consideration of £800,000. Paim
Recycling Limited is a wholly owned subsidiary of Palm Paper Limited, which was a customer
of Recycling and is an unconnected purchaser.

Following the sale, one director of the Company was transferred to Palm Recycling Limited
as an employee under the Transfer of Undertaking (Protection of Employment) Regulations to
form part of the management team of Palm Recycling Limited.

» ACE

The Company owns all of the shares of ACE, a company registered in Belgium. It is
underslood that this asset is nol caught by the secured guarantee lenders’ securily. As such,
all realisations from the sale of the shares, after costs, will be for the benefit of the unsecured
creditors.

The Joint Administrators are currently negotiating a sale of the shares and so it is not
possible to provide an estimate of recoveries as that information remains commercially
sensitive.

» Freehold property

The Company's main freehold property consists of the production facility and office buildings
at North Road Industrial Estate, Ellesmere Port, Cheshire, CH65 1AF on a 52 acre site. In
addition, the Company also owns three bore holes located within a three miles radius of this
site. The Joint Administrators are in the process of marketing the main sile for sale and have
engaged agents in this regard. Any fulure sale proceeds from these freehold properties will
flow 1o the secured guarantee lenders in repayment of their fixed charge indebtedness due
from the Wider Group.

» Plant and machinery
The principal items of plant and machinery are two paper machines and three de-inking
plants used in the process of producing recycled newsprint from waste paper. Plant and

machinery on site also include some rewinding and wrapping machines and other smaller
items of plant and machinery and stock of spares.

Frnst & Young |6



Section 3: Statement of affairs 20

The Joint Administrators are in the process of marketing the piant and machinery for sale and
have engaged agents to undertake this. ‘Any future sales proceeds from plant and machinery
will accrue to the secured guarantee lenders who hold fixed and floating charges over plant
and machinery.

» Pre-appointment debtors

At our appointment the debtor balance on the Company's books stood at £6.3million prior to
credit notes, volume rebates and other adjustments. To date, the Joint Administrators have
collected £3.6million of the debtors ouistanding at the date of appointment. Of the residual
balance, £0.6million is deemed to be irrecoverable due to the nature of the debt, being
subject to; credit notes, contra balances, or based on inter~-company balances and other
relevant provisions.

The Joint Administrators are aclively pursuing collection of the currently outstanding pre-
appointment debtor balance of £3.0million.

» Stock on hand

As at the date of appointment, the Company had 15,461MT of-stock. Of this amount,
8,949MT of stock has been dispatched to customers during the Administration period.

An amount of circa 1,300MT of stock is deemed obsolete or slow moving. As such, the Joint
Administrators are in the process of idenlifying alternative options for disposing of this stock
at the best possibie value.

> Rates recoveries

The Joint Administrators appointed Dixon Webb 10 assist with negoliations with the Valuations
Office on a reduction of the rateable value of the production facility for the tax years 2005 to
2010. Dixon Webb have verbally agreed with the Valuations Office a revision of such
rateable value. While this is presently only a verbal agreement with the Valuations Office,
formal notification of the refund from the Local Authority is expected by 16 March 2010. Once
formal nofification is received, the Joint Administrators expect a refund of these monies to the
Company within a period of four to six weeks.

Employees

On appointment, the Company employed a total of 295 staff. Following an initial review of the
business, a decision was taken, on economic grounds, to temporarily lay-off 110 staff while
negotiations with stakeholders were underlaken to determine the possibility of continuing to
trade the Company profitably. The restricted availability of waste paper stock at this stage
also necessitated that one of the production lines was shut down, further reinforcing the need
for the lay-off, in order to keep cosls manageable.

On 8 February 2010, when production was ceased, a further 141 employees were
temporarily laid-off. Unfortunately, all laid-off employees were made redundant on
12 February following a decision 10 suspend production in the immediate term.

Following the decision to suspend production, the Joint Administrators continue to employ 44
members of staff on sile to assist wilh the realisation of stock on hand, collection of debtors,
stock handling and warehouse control, plant and machinery maintenance and for minimal
administrafive functions.

At present, no furlher decision has been made with respect to these employees.
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Seclion 3: Statement of alfairs 202

Future Conduct of the Administration

In order 1o achieve the purpose of the Administration, it is proposed that the Joint
Administrators will continue to manage the affairs, business and properly of the Company in
the manner outlined above. This will include, inter alia:

» Seeking to conclude sales of property and other realisable assels in order to maximise
realisations from the Company's assets either individually, in lots or as parl of a business
and assets sale;

» Evaluate and consider any further sale of business and assets offers received from
interesled parties;

» Collection of the Company's pre-appointment hook and other debts;
» Continue to realise stock on hand;

» Dealing with ROT claims, as necessary;

» Dealing with unsecured creditors’ claims, as necessary;

» Dealing with payments to preferential creditors and payments under the Prescribed Part,
as appropriate;

» Continuing to deal with customer enquiries;
» Review and conclude the tax affairs of the Company; and

» Finalise the Administration including payment of Administration liabilities.

The End of the Administration

The Joint Administrators consider that there are two ways in which the Administration may
come to an end. Af this stage, it is not possible to say which of the two routes will be
followed. The route chosen will depend upon weighing up a number of factors.

Creditors’ Voluntary Liquidation

If at the end of the Administration the Joint Administrators think that the total amount which
each secured creditors of the company is likely to receive has been paid to him or set aside
for him and the Joint Administrators think lhat a distribution will be made lo unsecured
creditors, the Company will move straight into creditors’ voluntary liquidation upon the filing
with the registrar of companies of a notice pursuant to paragraph 83 of Schedule B1 to the
Insolvency Act 1986.

Itis proposed that the liquidators will be Roy Bailey, Alan Robert Bloom and Thomas Andrew
Jack of EY. Itis further proposed that any act required or authorised under any enactment to
be done by the liquidators may be done by any one, or more than one, of them. In
accordance with paragraph 83(7) of Schedule B1 to the Insolvency Act 1986 and Rule
2.117(3) of the Insolvency Rules 1986, creditors may nominate a different person pr persons
as the proposed liquidator (s) provided that the nomination is made after the receipt of these
proposals and before the proposals are approved. It should be noted in this regard that a
person must be authorised to act as an insolvency praciitioner in order to be appointed as
liquidator.

Compulsory Liquidation

If at he end of the Administration, the Joint Administrators consider that creditors' interests
would be better served by the company entering compulsory liquidation rather than voluntary
liquidation, the Joint Administrators will petition the Court, pursuant lo paragraph 79 of

Ernst & Young 12



Section 3: Stlatemenl of affairs 203

Schedule B1 to the Insolvency Act 1986, for an order to bring the Adminisiration to an end
with a consequential order for the compulsory winding up of the Company.

It is proposed that in such circumstances the Liquidators will be Roy Bailey, Alan Robert
Bloom and Patrick Brazzill of EY.

Emst & Young 19
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Seclion 3: Statement of affairs 204

Statement of Affairs

The directors have submitied their Statement of Affairs as at 2 February 2010. This is
aitached at Appendix B.

Please note that the Statement of Affairs represents the directors’ eslimates of the realisable
value of the Company's assets and may differ from the actual amounts realised. Similarly a
number of credilor claims have yet to be quantified and may be higher than indicated.
Specifically, intercompany indebtedness, amounts due to the defined benefit pension fund
and contingent liabilities have not been included in the directors’ Stalement of Affairs. These
amounts will be substantial and will significantly impact on any distributions to unsecured
creditors.

The directors’ Statement of Affairs does not include the amount due to the fixed charge
secured guarantee lenders, nor is the shortfall to the fixed charged secured guarantee
lenders brought down. tn addition, details of the security held has not been provided. Our
current estimates are detailed below.

- All values are shown before applicable costs of realisations.

We provide below, for information, an indication of the current position with regard to
creditors’ claims. The figures have been compiled by the Company's management and have
not been subject to independent review or statutory audit.

Secured Creditors

The Company has no direct bank borrowings, however substantially all of the assets of
Bridgewater are secured against ithe borrowings of the Wider Group as described below.

l.ender Borrower  Amount Sccurity type  Bridgewater
(USD) Assets
Credit guarantee Syndicaled ACCC $347million  First hixed Policies,
agreement (364- {Gotdman charge receivables
day secured lerm Sachs) and inventory,

loan)

bank accounts

and goodwill

Indenture (Senior Wells Fargp  ACCC S413million  Firsl legal Equipment
secured notes) mortgage, lirst  and intellectual

fixed charge property

Fixed asset As defined

collateral

insurance and

fixed assel

collateral

account

The first floating charges are granted over all assets and rights, wheresoever located, both

present and future (except for any which have been mortgaged, charged or assigned under
the Debentures) but excluding the Excluded Assets (as defined in the Debentures).

Preferential Creditors

The directors currently estimate preferential creditors of £297,000, in respect of claims for
employees’ salaries, holiday pay and pension contributions. We advise that the amount has
yet to be verified and formally claimed for by employees and as such, should be considered
as an estimate only,

itis envisaged that any preferential claims, once established, will be paid in fuil.

Non-preferential Creditors

Emnst & Young [10



Sectlion 3: Stalement of affairs 205

Non-preferential creditor claims continue to be submitted to the Joint Administrators following
their letter to all known creditors, dated 2 February 2010. The fotal non-preferential claims
have been advised by the direclors within the Statement of Affairs to be approximalely
£79milllion. Whilst claims have sitill fo be submitled, it is presently estimated that
intercompany claims will exceed £90milllion and that the defined benefit pension fund liability
will be materially in excess of £30million. Those amounts have not been taken account of in
the directors’ Statement of Affairs.

Emst & Young i 11




Section 4: Prescribed parl 208

4. Prescribed Part

The Prescribed Part is a proportion of floating charge assets set aside for unsecured
creditors pursuant to section 176A of the Insolvency Act 1986. The Prescribed Part applies to
floating charges created on or after 15 September 2003.

The Joint Administrators estimate, to the best of their knowledge and belief, that:

» the value of the Prescribed Part will be £600,000 {which is the maximum) before the
costs of dealing with the Prescribed Part; and

» the value of the Company's net property will be in excess of £2,985,000. It is not
possible to provide any further estimate at this stage as the sale process is in progress
and the information remains commercially sensitive.

The Joint Administrators do not intend to make an application to the Court under section
176A(5) of the Insolvency Act 1986 for an order not to distribute the Prescribed Part.

VTR TTTBE T
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Seclion 5: Administralors' Remuneration and Disbursements 207

Joint Administrators' remuneration and
disbursements and payments to other professionals

Remuneration

The statutory provisions relating to remuneration are set out in Rule 2.106 of the Insolvency
Rules 1986. Further information is given in the Association of Business Recovery
Professionals’ publication ‘A Creditors’ Guide to Administrators’ Fees', a copy of which may
be accessed from the web site of the Insolvency Practitioners Association at
http://www.insolvency-practitioners.org.uk (follow ‘Regulation and Guidance' then ‘Creditors’
Guides to Fees’), or is available in hard copy upon wrillen request to the Joint Administrators.

The Joint Administrators propose that their remuneration be fixed on the basis of time
properly given by them and their staff in dealing with matters arising in the Administration.
Atlached at Appendix C is a detailed analysis of time spent, and charge out rates, for each
grade of staff for the various areas of work carried out fo 26 February 2010, as required by
the Association of Business Recovery Professionals’ Statement of Insolvency Practice No. 9.

Further, the Joint Administrators propose that they be allowed to draw 80% of their time costs
properly incurred on a monthly basis, with the remaining 20% to be drawn with the approval
of the creditors’ committee, if formed, or otherwise by resolution of the general body of
creditors.

The areas where the most time has been spent are on initial matters, creditors, retention of
tile, debtors, employee matters and trading, accounting for almost three quarlers of (he lime
incurred.

Trading primarily reflects the stock realisation process, including the collection of monies due
from customers and extensive negotiations with suppliers, balancing the operational needs of
the Company with the objectives of the Administration process. A number of the Joint
Administrators’ team have been working from the Company’s Ellesmere Port site in order to
assist the Company directly.

Retention of title has been significant on this assignment, with over 50 site visits having
already taken place. We are currenily reviewing the 30 returned claims, hence the significant
time incurred.

Most of the senior members of the team's time has been spent on areas where there is a
need for experienced resource; employee matters and trading or where realisations can be
enhanced; trading, property and sale of business, debtors and other assets.

Disbursements

Appendix C also includes a statement of the Joint Administrators’ policy for charging
disbursements. In the event that a creditors’ committee is not formed, the Joint
Administralors propose they be permitted to chargeand be paid Category 2 disbursements in
accordance with the charging policy set out in Appendix C.
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Seclion 5. Adminisiralors' Remuneration ang Disbursements 208

Payments to other professionals

The Joint Administrators have engaged Herbert Smith 1o provide legal services, King Sturge
to advise on properly and plant and machinery and Dixon Webb fo assisi on business rates
recoveries and other professionals as deemed appropriale. They were chosen on the basis
of their experience in similar assignments and suitability to this particular engagement.

Name of firm Nature of service How contracted lo be paid
Pemetsmin " UlogaiSewices” | T T Timecostbass
King Slurge Property and plant and machinery Percentage of realisalions achieved
valuation and sale wilh a fixed aborlive fee if alternative
e tromsaclonisconcluded
Dixon Webb Rates recovery Percentage of realisation achieved

No professional fees have been paid to date. Any invoices raised by other professionals are
reviewed by the Joint Administrators in detail before any payment is made.

mst & Young {14
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Other matters

Administrators’ receipts and payments

A summary of the Administrators’ receipts and payments for the period from 2 February 2010
1o 26 February 2010 is altached at Appendix D.
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Appendix A  Statutory information

Company Information

Company Name:

Registered Office
Address:

Registered Number:

Trading Name(s):

Trading Address(es):

210

Bridgewater Paper Company Limited (in Administration)

1 More London Place
London
SE1 2AF

01726334

AbitibiBowater Bridgewater division

North Road
Ellesmere Port
South Wirral
CH65 1AF

Details of the Administrators and of their appointment

Administrators:

Date of appointment:

By whom Appointed:

Court Reference:

Division of the
Administrators
responsibility:

Roy Bailey, Thomas Andrew Jack and Alan Robert Bloom

2 February 2010

The appointment was made by the Company's Direclors

High Courl of Justlice, Chancery Division, Companies Courl - case
619 of 2010

In relation to paragraph 100(2) of Schedule B1 to the Act, during
ihe period for which the Administration is in force, any of the
functions to be performed or powers exercisable by the
administrators may be carried out/exercised by any one of them
acting alone or by any or all of them acting together.

Statement concerning the EC Regulation

The EC Council Regulation on Insolvency Proceedings does apply 1o this Administration and
the proceedings are main proceedings. This means that this Administration is conducted

according to UK insolvency legislation and is not governed by the insolvency law of any other
European Union Member State.

Share Capital
Class Authorised Issued & Fully paid

Number Vatue per share {(€) | Number Value per share (£}
Ordinary 28,000,000 1 26,214,909 1

Lrost & Young 116
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Directors and secretary and their shargholdings

Name Director or Secretary Date Appointed Current Shareholding
Jon Melkerson Director 28-Oct-2008 0

Ronald Humphreys Director 01-Jan-2002 0

Jaques Vachon Director 01-Jan-2(02 0

Robert Hilbrink Direclor 01-Jan-2002 0

Roberl Clarke Direclor / Secrelary 17-Dec-1992 0

Finst 8 Young |17
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. . ' .
Appendix B Directors' statement of affairs
r\ t
i
F Rule 2.20 Ferm 2 148
Statement of affairs g
Name of Company Company humber H
Bdg Papet Company Limited 01726334 :
. {in Administration) i
in the Kigh Court of Justice Court case number :
_ . _| Chancery Division i 61672010 :
Companles Cout '
and A ; —— :
.:2:::‘3 namoand Statement as 1o the affairs of (a) Bridogwatar Papar Company Limited {ip Administs - :
o0 ol Boomany 4 pove London Place. London, SE1 2AF i
) imentens  on the (b)2 Febnuary 2010 _____, the date thal the company entered administration

Statomont of Truth :
| beligve that the facls staled in this statément of affairs are a full, truo and complete statement of :
the offairs ¢

of the ebove namsd company as 21 (b) 2 February 2010 _the date 1hal the company entered
adminisirafion

Full namo -QGX;(; ._3(' L@r ne C\ .\av-\w&
Signed ﬂ (.\ % (LJ\

Dates \q Fép ('L\cu-q‘ 20\0

AOVDIEEY

[insert SoA signed by Robinj

Finst & Young |18
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1
i
A - Summary of Assots i
Book Esimated lo .
Valve Realise '
Assets £ [(3)
Assets subject to fixed charga: :
?@-e?";l;‘\'\; fao Qm"—" g 1 ?
: ALY Pry | 'Siﬂﬂh,we !
:
Assels subject to floating charge: i
Cagw :
N S'%olf Aot S.'Sou' Yot :
€ :
orecs h TN PR
Svocy. to 7”1,!‘31; 6,090, osu :
e“%? avo ;
3k 3, ° '
IN‘JSST TGRS 3 !
Deeee {’ |552. 'Sal 8o ,oc0 .
228G 1N PR :
Unzharged assels: O ' ;\g ° i
i
Estimated tolal assets available for preferential creditors .
6% 16V | 2530 lay

Signature /\Zh(\)‘ on)e Date

DY

\Q Gdgmcm,\ 2010

Ernst & Young | 19
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A1 - Summary of Liabllities

Eslimated H
: forealse i
a2 | {3 I
) Estimatoed total assets available for preferential .
i - croditors {casled fram page A) £1an, 363,32y :
: Liablities £ 28) eoo i
Fﬁ‘ Preferential creditors:. !
l ! Estimated dolitlencylsuifilioas iégards piclorontial creditors £] 2.4 ,okk, '.l:uf §
. Estimated prescribed part of nat property where appScatle (fo carry forward) :Le, cs ’goﬁ)
Tw Estimated total asaets availabla for floating charge holders El W R TP $- 172
.. , Dabis secured by floating charges £ 3] RAL e
7
I Estimated doficloncylsurptus of assols aflor floating charges £l(=e 210, § l:)
B Estimaled prescribed part of net preperty whera appheable (broughl down) £ bao jo0
)
m
) Total assets avallablo to unsecured creditors g| boo (oS0
- Unsecuted non-preferential claims (exciuding any shorlfall fo floating charge
B hoiders) £ 15,08 148
]wx. Estimated deliclencylsusplus as regard: proforental creditors i
i, {excluding any shortfall to floating chargo holders) £ ('13,0‘:5 e S) :
. Shonfa to flosting charge holdars (trought down) £(1ay, 3 n,\m.) :
7 Esthmated deflcloncyisurpius as ragardn cioditars £[{A ,'3'3(1,0‘-1\\ ;
' Issued and called up capital £ 24 'u"\:" o :
H
!
i
‘;:N'! ‘ Estimated tolal delicioncylsurplus as reg b e( 351,556 A n\ [

‘]‘"‘ Signatute Q (‘:/Qn.li Oate \q F:ebrunﬂ: 2010

FLTT H

£mst & Young §20
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Appendix C: Statement on Administrators' Remuneralion Pursuant to Statement of Insolvency Praclice No. 9223

Appendix C  Statement of the Joint Administrators'
charging policy for remuneration and
disbursements pursuant to Statement
of Insolvency Practice No. 9

Charging and disbursement policy
Joint Administrators’ charging poficy for remuneration

As stated in Seclion 5, the time charged to the Administration is by reference to the time
properly given by the Joint Administrators and their staff in altending to matters arising.

Itis the Joint Administrators® policy to delegate tasks in the Administration to appropriate
members of staff considering their levels of experience and any requisite specialism,
supervised accordingly, so as to maximise the cost effectiveness of the work performed.
Matters of particular complexity or significance requiring more exceptional responsibility are
dealt with by senior staff or the Joint Administrators themselves. Work carried out by all staff
is subject o the overall supervision of the Joint Administrators.

In addition to the Joint Administrators’ restructuring staff, the Joint Administrators have, on
occasions, utilised the services of specialist departments with the Joint Administrators' firm
such as Tax, VAT, Real Estate and M&A. These departments will charge hours when the
Joint Administrators require their advice.

All time spent by staff working directly on case-related malters is charged to a time code
eslablished for the case. Each member of staff has a specific hourly rate, which is subject to
change over time. The average hourly rate for each category of staff over the period is
shown below.

Hours

Classification Total

of work Partner/ Other Senior | Assistants Total Time | Average
function Director Manager |Professionals| & Support |Total Hours Costs hourly rate
Accounting &

Adiinistration 255 16.6 55.0 238 1130 42,233 374
ks smdioy | | It I i B . :
Reporting 70 17.0 24.0 5,410, 225
Creditors 1ns 185 1240 230 1730[ 51,098 295
CRL Ny 80| ’ A I Y Y. "5,080| 635
Oeblors 140 750 1 esa 1546  40879| 264
Enployce Matters 1.0 62.5 03 1438 41,602 289)
tmmediale Tasks T 20 se0 70| 1044 1824 1 47723 262
Legalssues | Caslt oo Y- R R ¥| B ¥ 1 481
Gther Assels 200 77.0 . 284 1249 53528 429
Olher Matters gl 7 20 0 T 48 446 9,217 207
Poperty | ol s o T 305 13,288 436
Public Reations ) A o
lssuos 1.0 | 4.0 1,980 ‘ 495
Retention of Title 95| 101.5 132.8 2438 3rgi0l 155
Sole of Business 215 430 ' S 45| T 95| 38335 552
Statutory Duties " s0] | 154 125 . 2t 12689 470
Trading 1965 1405 107.0 164.0 559.5 221.280 395
VAT & Taxation 1.0 53.1 85" 626, 23,459 375
TOTAL 328.3 606.6 498.3 615.9 1971.2 648,591 329)
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Appendix C. Statement on Adminisicaters’ Remuneralion Pursuant 1o Statement of Insolvency Practice No. 9224

Average EY charge-out rates

Average Rate
Level (E/hour)
Partner 458
Drector . 545
Assislant Director ) 470
Senior Execulive B
Execulve 235
Analyst 1T 13
Accounting o 195

The scale rates used by the Joint Administrators may pericdically rise over the period of the
Administration. Any sizeable amendments to these rates will be advised to the creditors’
commitlee, if formed or otherwise, to the general body of creditors in the stalutory progress
reports.

Administrators’ charging poficy for disbursements
Statement of Insolvency Practice No. 9 divides disbursements into two categories.

Category 1 disbursements are defined as specific expenditure relating to the Administration
of the insolvent’s affairs and referable to payment to an independent third party. Such
disbursements can be paid from the insolvent's assets without approval from the creditors’
committee or the general body of creditors. In line with Statement of insolvency Practice No.
9, it is our policy 1o disclose Category 1 disbursements drawn but not to seek approval for
their payment. We will provide such additional information as may reasonably be required to
support the disbursements drawn.

» Category 1 disbursements as at 26 February 2010 were £15,587.07

Category 2 disbursements are charges made by the office holder's firm that include elements
of shared or overhead costs. Statement of Insolvency Practice No. 9 (the “Statement")
provides that such disbursements are subject to approval as if they were remuneration.

It is our policy, in line with the Statement, to seek approval for Category 2 disbursements
before they are drawn. To date, the following Category 2 expenses have been incurred. Itis
proposed that Joint Administrators be permitted to draw these expenses.

» As at 26 February 2010, mileage costs of £1,063.60, based on a rate of 40p per
mile, have been incurred.

Ermst & Young 130



Appendix D: Administralors’ Receipls and Payments Account [or the Period from [Dale] lo [Date) 225

Appendix D

Estimated to
Realise as per
Directors'
Statement of
Affairs
£

5,804,908

4,758,416

6,000,000

800,000

Notes

1. Receipts and payments are stated net of VAT.

Joint Administrators' receipts and
payments account for the period from
2 February 2010 to 1 March 2010

RECEIPTS

Cash at bank

Sundry income

Book debt receipts
Trading stock receipts
VAT payable
Investments

Total receipts
PAYMENTS

Materiat purchases
Power

Salary & expenses
Indirect labour
Haulage & warehousing
Other suppliers

VAT receivable

Total payments

Balance of funds

2. Ali payments are trading payments.

Note

£
4,830,238
11,677
3,681,267
418,200
76,099

8,928,481

248,811
79,485
280,968
4,629
6,000
776
14,996
635,665

8,292,816

Emst & Young |31
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(a) Insert full name(s)
and address(es) of
agministratons)

(b) tnsert full name
and address of
reglstered office of
the company

{c) Insert details of
ptace of meeting

{d) Insert dale and
time of meeting

*Delete as applicable

*Delete as applicable

ADMOSB 11

Rule 2.35 #3m 2.208
Notice of a meeting of creditors

Name of Company Company number

Bridgewater Paper Company Limited 01726334

(in Administration)

In the High Court of Justice Court case number
Chancery Division 619/2010
Companies Court

Noticefis hereby given by (a) Roy Balley and Alan Robert Bloom of Ernst & Young LLP, 1 More
London Place, London, SE1 2AF; and

Thomas Andrew Jack of Emst & Young LLP, 100 Barbirolli Square, Manchester, M2 3EY
that a meeling of the creditors of (b)

Bridgewater Paper Company Limited (in Administration)
1 More London Place, London, SE1 2AF

is to be held at (c) Ellesmere Port Civic Hall, Cheshire West and Chester Council, 2 Civic Way,
Ellesmere Port, Cheshire, CHES5 0AZ

on {d) Thursday 25 March at  10:00 am

The meeting is:

*(1) aninitial creditors’ meeting under paragraph 51 of Schedule B1 to the Insolvency Act 1986
(“the Schedule™);

*(2) an initial creditors’ meeting requested under paragraph 52(2) of the Schedule
*(3) to consider revisions to my proposals under paragraph 54(2) of the Schedule
“(4) a further creditors’ meeting under paragraph 56 of the Schedule;

*6) a creditors’ meeting under paragraph 62 of the Schedule,

| invite you {0 attend the above meeting.

A proxy form is enclosed which should be completed and returned {o me by the date of the meeting
if you cannot attend and wish to be represented.

in order {o be entitled 1o vote under Rule 2,38 at the meeling you must give to me, not later than
12.00 hours on the business day before the day fixed for the meeting, details in writing of your
claim.

Signed
\J | e
dJoint / Administratorés)
Dated os/o3/2000

A copy of the * proposals / revised proposals is attached




Rule 8.1

Please give full name and
address for communication

Please inserl name of person
{who must be 18 or over) or the
“chairman of the meeling”. If you
wish {o provide for allemalive
proxy-holders in the
circumstances that your first
cholce is unable to attend please
slate the name(s) of the
alternatives as well

Please delete words in brackets if
the proxy-holder is only lo vote as
directed i.e. hefshe has no
discrelion

*Please delele as appropriale

This form must be signed

Only to be completed if the
creditor/ member has not signed
in person

ADMOBE2

Form 8.2
Insolvency Act 1986

Proxy (Administration)

Bridgewater Paper Company Limited (in Administration)

Name of creditor

Address

Name of proxy-holder 1

2

3

| appoint the above person to be myithe creditor's proxy-holder at the meeting of creditors
to be held on Thursday 25 March, or at any adjournment of that meeting. The proxy-
holder is to propose or vote as instructed below [and in respect of any resolution for
which no specific instruction is given, may vote or abstain at his/her discretion].

Voting instructions for resolutions

1. For the acceptance/rejection* of the administrator's proposals/revised-propesals* as
circulated

2. For the appointment of: (Name of Creditor)

Represented by:

as a member of the creditors' committee

3. In the event that a credilors’ committee is not formed, lo fix the administrators’
remuneration on the basis of the time properly given by the administrators and their staff
in attending to the matters arising in the administration and for the administrators to be
able to draw 80% of such remuneration on a monthly basis with the balance of 20% to be
drawn with the approval of lhe creditors’ commiltee or the creditors For/Against

4. In the event that a creditors' committee is not formed, to fix the administrators’
Category 2 disbursements on the basis or bases set out in the proposals as circulated
For/Against

Signature Date

Name in CAPITAL LETTERS

Position with creditor or relationship to creditor or other authority for signature

Remember: there may be resolutions on the olher side of this form.
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The Insolvency Act 1986 228
Administration Notice of Claim For Voting Purposes

Convocatoria para {a presentacion de créditos. Plazos aplicables.
Vyzva k piihlaseni pohledavky. Zavazné Ihity
Opfordring til anmeldelse af fordringer. Veer opmaerksom pa fristerne
Aufforderung zur Anmeldung einer Forderung. Etwaige Fristen beachten!
Noéude esitamise kutse. Jargitavad tahtajad
Npo’okAnon yia avayyeh'a amairn oews. Mpoooxn’ oTig TTPOBECHI'eg

Invitation fo lodge a claim. Time limits to be observed
Invitation & produire une créance. Délais a respecter

invito al'insinuazione di un credito. Termine da osservare
Uzaicinajums iesniegt prasijumu. Termini, kas jaievéro

Kvietimas pateikti reikalavima. Privalomieji terminai
Felhivas kdvetelés bejelentésére. Betartandé hataridk
Stedina ghal prezentazzjoni ta' talba. Limiti taz-zmien li ghandhom jigu osservati
Oproep tot indiening van schuldvorderingen. in acht te nemen termijnen
Wezwanie do zgtoszenia wierzytelno$ci. Przestrzegac terminow
Aviso de reclamacao de créditos. Prazos legais a observar
Vyzva na prihlasenie pohfadéavky. Je potrebné dodrzat' stanovené terminy

Poziv k prijavi terjatve. Roki, ki jih je treba upoStevatil

Kehotus saatavan iimoittamiseen. Noudatettavat maéraajat

Anmodan att anméla fordran. Tidsfrister att iaktta

Bridgewater Paper Company Limited (in Administration)

Date of Administration: 2 February 2010

PLEASE NOTE: Once completed, this form will be used by the Joint Administrators ONLY for the purposes of
voting, either at a forthcoming meeting of creditors or for a resolution by correspondence. The form will not
constitute admission of the claim to rank for dividend in this or any subsequent procedure. For further
information see Rules 2.38 to 2.42 of the Insolvency Rules 1986.

Name of Creditor

Address

Amount claimed (see over)

Payments received in settlement or
part settlement of the debt

is the claim preferential or secured?

If secured, value of security

If you made a retention of title claim
against the company please attach
details (see over - Rule 2.42)

Signature on behalf of creditor

Dafe

File with Jonathan Blezard Reviewed by

ADIBOB 14
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Notes To Administration Proof Of Debt Form:

1. Please attach a detailed statement of your account as at the date on which the company
entered administration

2. If your claim is preferential (e.g. for wages, holiday pay or certain pension arrears) or
secured please give details and attach supporting documentation.

3. VAT bad debt relief may usually be claimed six months after the date of supply.

Extracts from the Insolvency Rules 1986.
2.40 Secured creditors

(1) At a meeting of creditors a secured creditor is entitled to vote only in respect of the
balance (if any) of his debt after deducting the value of his security as estimated by him.

(2) However, in a case where the administrator has made a statement under paragraph
52(1)(b) and an initial creditors’ meeting has been requisitioned under paragraph 52(2)
then a secured creditor is entitled to vote in respect of the full value of his debt without
any deduction of the value of his security.

2.41 Holders of negotiable instruments

A creditor shall not vote in respect of a debt on, or secured by, a current bill of exchange or
promissory note, unless he is willing -

(a) to treat the liability to him on the bill or note of every person who is liable on it
antecedently to the company, and against whom a bankruptcy order has not been made
{or, in the case of a company, which has not gone into liquidation), as a security in his
hands; and....

(b} to estimate the value of the securily and, for the purpose of his entitlement to vote, to
deduct it from his claim.

2.42 Hire-purchase, conditional sale and chattel leasing agreements

(1) Subject as follows, an owner of goods under a hire-purchase or chattel leasing
agreement, or a seller of goods under a conditional sale agreement, is entitled to vote in
respect of the amount of the debt due and payable to him by the company on the date
that the company entered administration.

(2) In calculating the amount of any debt for this purpose, no account shall be taken of any
amount attributable to the exercise of any right under the relevant agreement, so far as
the right has become exercisable solely by virtue of the making of an administration
application, a notice of intention to appoint an administrator or any matter arising as a
consequence, or of the company entering administration.

ADNOSE14
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Bridgewater Paper Company Limited (in Administration) (the
“Company”)

Questions and answers: the initial meeting of creditors

Why is the meeting being held?

The main purpose of the meeling is for creditors to consider and vole on the proposals which the Joint
Administrators have prepared and sent to all creditors.

At the meeting, creditors will also be asked to decide whether a creditors’ commiftee should be
formed. The purpose of a creditors’ committee is to assist the Joint Administrators. It may also fix their
remuneration. If a creditors’ commitlee is not formed, the Creditors’ Meeting may be asked to vote on
the Joint Administrators' remuneration instead.

Will the Joint Administrators and the Company’s directors be at the meeting?

At least one of the Joint Administrators will attend the meeting and will act as chairman. The direclors
of the Company do not have to attend the meeting unless the Joint Administrators have asked them to
do so.

As a creditor, do | have to attend the meeting?
No. Your claim against the Company will not be affected if you do not attend or vote.

If you do not wish to allend but still want to vote, you can appoint a proxy to vote on your behalf.
Further information on proxies is set out below under ‘How do { vote at the meeting?’

How do | vote at the meeting?

To be able 1o vote, you must send details of your claim in writing o the Joint Administrators {o arrive
not later than 12 noon on the business day before the meeling. You should use the form called
‘Administration Notice of Claim for Voting Purposes’ to do this.

Some creditors may also need to complete a proxy form and send it to the Joint Administrators to
arrive before the meeting. The table below tells you whether or not you need to complete and send in
a proxy form.

Type of creditor Proxy form needed?
An individual (i.e., not a Company, partnership or other No
_organisation) atlending (he meeting in person
An individual (i.e., not a Company, partnership or other Yes
organisation) not altending the meeting in person, but
wishing to be represented at the meeting by someone

else : e
A Company, parinership or other organisation Yes

A proxy form is enclosed.
Do [ have to vote?

No, it will not affect your claim if you do not vote. However, you will not have a say in whether the
proposals and any other resolutions put to the meeting are accepted.

How do | calculate my claim for voting?
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Please see the ‘Administration Notice of Claim for Voting Purposes’, enclosed with this document for
further information.

Who decides if my vote is counted?

The chairman of the meeling. The chairman has the power to ask for further information to support a
claim if he or she thinks it is necessary and also has the power to accept or reject any claim for voting
purposes.

If the chairman is in doubt about whether a claim for voling should be accepted or rejected, he or she
should mark it as objected to but aliow you to vote. Your vote will however be declared invalid if the
objection is later sustained.

What majority is required to pass a resolution approving (i.e., accepting) the Joint
Administrators’ proposals?

There are two requirements to be met.

First of all, more than 50% in value of the credilors who vote on the resolution (either in person or by
proxy) must vote in favour of it. Secondly, the creditors voting against the resolution must not include
more than 50% in value of all creditors who are not connected with the Company.

Can creditors propose modifications to the proposals?

Yes they can, but modificalions can only be approved with the Joint Administrators’ consent.

What happens if | disagree with any of the chairman’s decisions on voting?

You have the right lo appeal to the Court. Any appeal must be made within 14 days of the Joint
Administrators’ report to the Court on the result of the Creditors’ Meeting. If the Court decides lo
reverse a decision made by the chairman it may order another Creditors' Meeting to be held or make
such other order as it thinks appropriate.

If you are considering an appeal to Court, you should take your own legal advice first.

What happens if the Joint Administrators’ proposals are approved?

The Joint Administrators will continue to run the Administration in accordance wilh the proposals.

Once proposals are approved, they are binding on all creditors, including those not present or
represented at the meeling. For this reason, it is important that you consider the proposals carefully
and decide if and how you wish to vote.

What happens if the Joint Administrators' proposals are rejected?

The Joint Administrators must report the fact o the Court. The Court may decide to bring the
Administration to an end, or make such other order as it thinks appropriate.

How is a creditors’ committee established?

A creditors’ commiltee may be established at a Creditors’ Meeting. For a committee lo be validly
formed it must consist of at least three and not more than five creditors elected at the meeting.

Any creditor is eligible to be a member of the committee as long as its claim has not been rejected for
voling purposes. A corporate creditor can be a commiltee member but must be represented by, and
act through, an individual. It is not possible for one individual to represent more than one creditor, or
for an individual to act both as a commiltee member and a representative of another member.
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Will | be told about the outcome of the meeting?

Yes. The Joint Administrators will send to you a formal notice stating whether or not the proposals
were approved and whether any modifications were made.

Important note

This document has been prepared for general guidance only and is not infended to be
exhaustive. It does not constitute legal advice.
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Herbert Smith
. Herbert Smith LLP
Compames _Cc_:u_rt Exchange House
Chancery Division Primrose Street
Royal Courts of Justice London EC2A 2HS
Strand T +44 (0)20 7374 8000
Lond F +44 20 7098 4993
ondon D +44 20 7466 2993
England DX 28
WC2A 2LL E . Simon.Chadney@herbertsmith.com
www.herbertsmith.com
Our ret
2993/8095/30902348
Your rof
Date
25 January 2010

By Hand

In the matter of Bridgewater Paper Company Limited ("Company") And in the matter of the
Insolvency Act 1986

Notice of intention to appoint an administrator of the company by its directors
Dear Sirs

On 21 January 2010 the directors of the Company resolved to appoint Roy Bailey, Thomas Andrew
Jack and Alan Robert Bloom all of Emst & Young LLP, as joint administrators of the Company.

In accordance with paragraph 27(1) of the Insolvency Act 1986, please find enclosed for filing the
signed and dated Form 2.8B notice of'the directors' intention to appoint joint administrators of the
Company. being the prescribed form of notice pursuant to Rule 2.20(1) of the Insolvency Rules
1986.

Yours faithfully

Hochack Swadl. LLP

Herbert Smith LLP

Enc.

Hetbert Smith LLP «s a limited tiabilily paninership regisiered in England and Watas with registered numbar OC310969 1t is reg d by the S " Regul
Authonty of England anc Wates A list of the bers and thew profassi fo 13 i CpanN 1O if al tho reg office. € g¢ House. Primrose
Stroes, London EC2A 2HS WO use the word partnar 10 refer to 3@ membor of Merbert Smith LLP. or an or wih g and
Quatkficanons

125802530 2

!\ Herbert Smuth in associaton with
Gleiss Lutz and Stibbe



Rule 2.20

(a) Insert name and
address of registered

D company

* Delete as
applicable

(b) Give name(s)
and

address{¢s) of

D HLED
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Notice of intention to appoint an
administrator by company or director(s) i3
as—/ / Is,
Name of Company Corﬁﬁ’any‘rmmbcr sevetesarsesrrariieee
Bridgewater Paper Company Limited 01726334
(Al ad Yo T
p -’ NS r
In the High Court of Justigh> For court use only
Chancery Division Court case number
Companies Court
A1 /2l
(Y Roval Courts of Justice
1. Notice is given that, in resped o\C

- Bridgewater Paper Company Limited,- Nonth Road, Ellesmere Port, Sooiha@¥igml, 409800

Fee Code Ea 1 ll 07

CH65 1AF, ENGLAND
AF, ENGL Lot : mpany")

TET

trerstor 3 IQYLGR

the direciors of the company (“the appointor”) intend to appoint b3t e; T B 15010 16:59:39

(b) Roy Bailey of Ernst & Young LLP, 1 More London Place, Lond8aySB} 4%F, Thomas Andrew Jack of
Emst & Young LLP, 100 Barbirolli Square, Manchester, M2 3JEY and Alan Robert Bloom of Emst &
Young LLP, 1 More London Place, London, SE| 2AF

administrator(s)

(¢) Insest name and
address

of cach person 10
whom

notice is given

©

* Delete as

as administrator(s) of the company.

2. This notice is being given to the following person(s), being person(s) who are or may be entitled to appoint
an administrative receiver of the company or an administrator of the company under paragraph 14 of Schedule
B1 to the Insolvency Act 1986:

L. Goldman Sachs Credit Partners L.P., c/o Goldman, Sachs & Co, 30 Hudson Street, 36™ Floor, Jersey

© City, NJ 07302, USA. FAO: Andrew Caditz; and

2. Wells Fargo Bank, Wells Fargo Bank, N.A.45 Broadway, 14th Floor, New York, NY 10006, USA.
FAO: Michael Pinzon

3. The company has not, within the last twelve months:

(i) been in administration
(ii) been the subject of a moratorium under Schedule Al to the Insolvency Act 1986 which has ended on a date
when no voluntary arrangement was in force

(iii) been the subject of a voluntary arrangement which was made during a moratorium for the company under

Schedule Al to the Insolvency Act 1986 and which ended prematurely within the meaning of section 7B of the
Insolvency Act 1986.

4. In relation to the company there is no:

(i) petition for winding up which has been presented but not yet disposed ol
(1) administration application which has not yet been disposed of, or
(1ii) administrative receiver in office.

5. The company is not *an insurance undertaking / a credit institution / an investment undentaking providing
services involving the holding ol funds or securities for third parties / or a collective investment undenaking
under Article 1.2 of the EC Regulation.

. For the following reasons it is considered thai the EC Regulation *will apply. If it does
ply, these proceedings will be (d) main proceedings as detined in Article 3 of the EC

egulations. The company's centre of main interest is in England.

120422305 1 i
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®Deleteas 7. Attached 1o this notice is a record of the decision of the directors to appoint an administrator.

applicable

Forrn %28 cont nlEQ{ .
Pireckor GBS N

(€) Insent name and address of [ (e) PGEEQT L\OQNC‘ C_LHQKE Ci l%(p A\\(J

person making declaration

Note: This form now to be
sent to all those required to
be sent the form by Rute
2.20Q2)

Qppoinlor 10 insent address

(I making 1he declaration on behalf of appointor indicate capacity e.g. director/seticitor)

hereby do solemnly and sincerely declare thas:

(i) the company is or is likely to become unable 10 pay its debts
(ii) the company is not in liquidation, and
(iii) the statements in paragraphs 3 and 4 are, so far as | am able to ascertain, true.

and that the information provided in this notice is to the best of my knowledge and belief true.

AND I make this solemn declaration conscientiousty believing the same to be true and by virtue of
the Statutory Declarations Act 1835

Declared at E\\0<M( R PO;\*_
Signed /‘—Q‘ C,V L./-\

This 243> dayof T R 2010
before me < n%\'———" g.ﬁ.é&ﬂ‘ .

A Commissioner for Oaths osbetery-Pabit O IUSIICE Of Tt Peaceor-Soticitor-or-Buly-Authesised
Qfficer—

Consent of Floating Charge Holder to Appointment of Administrator(s)
(Do not detach this part of the notice)

If, having read this notice, you have no objection to the making of this appointment you should complete
the details in the box below and return a copy of this notice as soon as possible, and within five

business days from receipt of this notice, 10 the appointor at the following address: (f)

Bridgewater Paper Company Limited, North Road, Ellesmere Port, South Wirral,

CH65 1AF, ENGLAND

If your consent has not been given within five business days th make the appointment
,; @@ PP

(g) lnsert name and
wuddress

{h) Give details of charge,
daie registercd and (if
any) linancial limit

[LOARF XTI

notwithstanding that you have not replied. /-’_~
RAE COCA\
(® V?
nnM? A“\Es 124
e &
being the holder of the lollowing floating charge over the ¢ S prope ;\Q

(h)  pursuant to a debenture dated | April 2008 betwe Y0150 pany; (2) Cheshire
Recycling Limited; and (3) Goldman Sachs Credit Partners-LP. / Wclls Fargo Bank,
National Association and registered on 10 April 2008.

consents to the appointment of the administralor(s) in accordance with the details of this notice.

Signed Dated
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(IF signing on behalf of a firm or company state position or olfice held)

{j) tnsent date and time

Endorsement to be completed by court

This notice was filed (j) ?,_ .; /(_)I /2 O' ] Q/IL l, 3 q (40 N

3 2
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BRIDGEWATER PAPER COMPANY LIMITED ;-
("Company")

(Company number 01726334) . s
Phats 29 ( } l Te)

MINUTES of a meeting of the board of directors of the Company (the "Directors"} held at North'
Road, Ellesmere Port, South Wirral, CH65 1AF and by telephone conference on 21 January 2010 at

2p.m.

Present:

ROBERT CLARKE —in the Chair
ROB HILBRINK

RON HUMPHREYS

JON MELKERSON

JACQUES VACHON

In attendance: Barry Benson

Sophie Rossignol

Jean-Francois Guillot

Simon Chadney, Herbert Smith LLP ("HS")
Roy Bailey, Emst & Young LLP ("EY™)

Kevin Haywood, EY

QUORUM

The Chairman, having noted that the meeting had been convened in accordance with the
articles of association of the Company, and that a quorum was present, declared the
meeting open.

PURPOSE OF THE MEETING

The Chairman explained that the purpose of the meeting was to consider the continuing
financial difficulties of the Company and to consider the appropriate course of action for
the Company in view of those difficulties,

CONSIDERARTION OF DOCUMENTS
Copies of the following documents were produced to the meeting: -

J.1.1  the Company's forecast cash flows (the "Cashflow Statemet

1024436383 _3 1
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6.2

6.3

10/24436383 3
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3.1.2  areport by Emnst & Young LLP ("EY") dated 10 December 2009 entitled "Project
Bark — Contingency planning" (the "EY Report™");

3.1.3  anoptions analysis paper by EY (the "Options Analysis"); and

314 a letter of advice from HS to the Directors in relation to directors’ duties dated
11® August 2009 (the "Letter of Advice™).

There were also produced to the meeting drafts of the following documents as prescribed
by the Insolvency Rules 1986 (together, the "Appointment Documents”):

3.2.1  Form 2.8B "Notice of intention to appoint an administrator by company or
director(s)"; '

322 Form 2.9B "Notice of appointment of an administrator by company or director(s)
(where notice of intention to appoint has been issued)";

323  astatement for the purposes of paragraph 100(2) of Schedule B1 to the
Insolvency Act 1986 ("Schedule B1"); and

324  Forms 2.2B "Statement of proposed administrator” (the "Consents to Act") from
Roy Bailey, Thomas Andrew Jack and Alan Robert Bloom all of EY (the
"Proposed Administrators").

FINANCIAL DIFFICULTIES

The Directors considered the Cash Flow Statement and the fact that its parent company,
Abitibi-Consolidated Inc. had confirmed that it would not provide any further financial
support to the Company beyond 22 January 2010. The Chairman reported that, as a
consequence, the Company is unable or is likely to become unable to pay its debts as they
fall due.

DIRECTORS' RESPONSIBILITIES

Each Director confirmed that he had received a copy of the letter of advice on directors'
duties from HS dated 11™ August 2009 (the "Letter of Advice") and that he has read and
understood his responsibilities as a director of the Company set out in the Letter of Advice.

APPOINTMENT OF JOINT ADMINISTRATORS

The Board carefully considered the Cashflow Statement and the financial position of the
Company.

The Board also considered the EY Report, the Options Analysis and advice from EY, the
proposed administrators.

The Chairman explained that:

6.3.]  given the existing guarantees and security over the Company’s assets, its cashflow
position and the extent of its liabilities it was not possible to find an alternative
source of funding now that Abitibi-Consolidated Inc. had confirmed it was no
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6.3.2  the Options Analysis outlined a number of possible administration strategies
which should improve the return to the Company'’s creditors than that which
would be achieved on an immediate closure and liquidation of the Company and
its business. All the options other than an immediate closure and liquidation of
the business, were predicated on some funding being available to the
administrators. EY have confirmed that Abitibi-Consolidated Inc. had agreed in
principle to provide administration funding of up to £2,000,000 and that
accordingly it was proposed that EY should be appointed administrators to the
Company.

The Chairman reminded the meeting of the need to consider their general duties, including
those contained in the Companies Act 2006, in considering whether an administrator
should be appointed in relation to the Company.

The Chairman reported that HS had performed a search of the Royal Courts of Justice
Central Index of Winding Up Petitions and that no winding up petition had been issued
against the Company.

IT WAS UNANIMOUSLY AGREED THAT the documents considered at 3.1 are true
and accurate, the Company is insolvent and unable to pay its debts as they fall due, and that
it is appropriate that the Directors should seek the appointment of administrators to the
Company as soon as reasonably practicable.

CONSIDERATION OF THE APPOINTMENT DOCUMENTS
The meeting carefully considered the Appointment Documents and noted the following:

7.1.1 the contents of the draft Form 2.9B and the statutory declaration on the second
page are true and accurate; and

7.1.2  subject to the completion of paragraph 8 thereto, the contents of the draft Form
2.9B and the declaration to be made on the second page are true and accurate;

7.1.3  the Proposed Administrators had indicated their consent to act as joint
administrators of the Company by signing the Consents to Act.

Each of the Directors declared that they were not aware of any party who has levied
distress against the Company's assets and/or any sheriff or enforcement officer who has
been charged with executing a court judgment or other legal process against the Company's
assets,
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RESOLUTIONS

In the circumstances, and with a view to preserving the Company's assets, IT WAS
UNANIMOUSLY RESOLVED THAT:

the Proposed Administrators be proposed as joint administrators of the Company;
the Directors shall notify on Form 2.8B:

8.2.1 Goldman Sachs Credit Partners L.P., c/o Goldman Sachs & Co, 30 Hudson Street,
36" Floor, Jersey City, NJ 07302, USA. FAO: Andrew Caditz; and

822 Wells Fargo Bank, National Association, 45 Broadway, 14th Floor, New York,
NY 10006, USA. FAO: Michae] Pinzon,

being persons entitled to appoint an administrator of the Company under paragraph 14 of
Schedule B1 as holders of qualifying floating charges in respect of the Company’s property
(together, the "QFC Holders"), of their intention to appoint the Proposed Administrators
as joint administrators of the Company;

the Directors shall notify on Form 2.8B the Company of their intention to appoint the
Proposed Administrators as joint administrators of the Company;

the Directors shall file with the court as soon as reasonably practicable a copy of the Form
2.8B and any document accompanying it;

immediately on the earlier of either:

8.5.1 a period of at least five business days elapsing from the Form 2.8B being deemed
served on the QFC Holders without any of the QFC Holders appointing its own
administrators of the Company; or

8.5.2  the QFC Holders consenting to the making of the proposed appointments,

the Directors shall file with the court the requisite Form 2.9B, completed at paragraph 8
thereto, to give notice of the Directors' appointment of the Proposed Administrators as joint
administrators of the Company;

any Director be authorised on behalf of the Directors to complete, and make the statutory
declarations on, the prescribed Forms 2.8B and 2.9B, and complete and sign such other
documentation as may be required, in order to effect the Directors' intention to appoint
joint administrators of the Company; and

HS, in its capacity as solicitors to the Company, be instructed to carry out all steps required

for the purpose of assisting the Directors with the proposed appointment of joint
administrators to the Company.

CLOSE OF MEETING

Chairman
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("Company"')
(Company number 01726334)

Road, Ellesmere Port, South Wirral, CH65 1AF and by telephone conference on 21 January 2010 at

2pm.
Present: ROBERT CLARKE - in the Chair
ROB HILBRINK
RON HUMPHREYS
JON MELKERSON
JACQUES VACHON
In attendance: Barry Benson

Sophie Rossignol

Jean-Francois Guillot

Simon Chadney, Herbert Smith LLP (*HS")
Roy Bailey, Emst & Young LLP ("EY")
Kevin Haywood, EY

1. QUORUM

The Chairman, having noted that the meeting had been convened in accordance with the
articles of association of the Company, and that a quorum was present, declared the

meeting open.

2. PURPOSE OF THE MEETING

The Chairman explained that the purpose of the meeting was 10 consider the continuing
financial difficulties of the Company and to consider the appropriate course of action for
the Company in view of those difficulties.

3. CONSIDERARTION OF DOCUMENTS

31 Copies of the following documents were produced to the mecting:

KRN
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6.3.2  the Options Analysis outlined a number of possible administration strategies
which should improve the return to the Company’s creditors than that which
would be achieved on an immediate closure and liquidation of the Company and
its business. All the options other than an immediate closure and liquidation of
the business, were predicated on some funding being available to the
administrators. EY have confirmed that Abitibi-Consolidated Inc. had agreed in
principle to provide administration funding of up to £2,000,000 and that
accordingly it was proposed that EY should be appointed administrators to the
Company.

The Chairman reminded the meeting of the need to consider their general duties, including
those contained in the Companies Act 2006, in considering whether an administrator
should be appointed in relation to the Company.

The Chairman reported that HS had performed a search of the Royal Courts of Justice
Central Index of Winding Up Petitions and that no winding up petition had been issued
against the Company.

IT WAS UNANIMOUSLY AGREED THAT the documents considered at 3.1 are true
and accurate, the Company is insolvent and unable to pay its debts as they fall due, and that
it is appropriate that the Directors should seek the appointment of administrators to the
Company as soon as reasonably practicable.

CONSIDERATION OF THE APPOINTMENT DOCUMENTS
The meeting carefully considered the Appointment Documents and noted the following:

7.1.1 the contents of the draft Form 2.9B and the statutory declaration on the second
page are true and accurate; and

7.1.2  subject to the completion of paragraph 8 thereto, the contents of the draft Form
2.9B and the declaration to be made on the second page arc true and accurate;

7.1.3  the Proposed Administrators had indicated their consent to act as joint
administrators of the Company by signing the Consents to Act.

Each of the Directors declared that they were not aware of any party who has levied
distress against the Company's assets and/or any sheriff or enforcement officer who has
been charged with executing a court judgment or other legal process against the Company's
assets.
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Strictly Private & Confidential
DS Comments 20 August 2009

‘Herbert Smith

NPOWER COGEN LIMITED
AND
BRIDGEWATER PAPER COMPANY LIMITED

HEADS OF AGREEMENT

Herbert Smith LLP

1022013299_6 1
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Strictly Private & Confidentinl
DWS Comments 20 August 2009

THIS HEADS OF AGREEMENT is made on 2009

BET\EEN:

() NPOWER COGEN LIMITED a company incorporated under the laws of England and
Wales (registered number 2624987) and whose registered office is at Windmill Hill
Business Park, Whitchill Way, Swindon, Wiltshire, SNS 6PB ("Npower"); and

(2) BRIDGEWATER PAPER COMPANY LIMITED a company incorporated under the

laws of England and Wales (regisiered number 01726334) and whose registered office is at
North Road, Ellesmere Port, South Wirral, CH6S 1AF ("BPCL"),

cach a "Party” and together the "Parties” o this Heads of Agrcement.

RECITALS:

(A)

(B)

©

(D)

(E)

107220132999 £571940.02

BPCL owns and operates a newspaper manufacturing operation at Ellesmere Port ("BPCL
Paper Plont").

Npower owns and operates a combined heat and power plant adjacent to the BPCL Papcer
Plant on land owned by BPCL and leascd to Npower pursuant to the lease between BPCL
and National Power plc, dated 2 October 1998 and subsequently assigned and novated to
Npower pursuant to the deed of assignment and novation dated 28 November 2000 (the
"Lense").

An cnergy supply agreement between BPCL and Nationa) Power plc, dated 3 August 1998,
and subsequently assigned and novaied 10 Npower pursuant to the deed of assignment ond
novation dated 15 Febnuary 2000, governs the basis on which Npower supplies, and BPCL
takes supply of, electricity and steam for usc in the BPCL Paper Plant (the "Existing
ESA").

The Parties hereto propose to enter into further negotiations in relation 1o the:

) sale of the BPCL Land to Npower (the "Land Snle") and the merger of the Lease
into the BPCL Land;

(2) assignment of certain leases to Npower by BPCL in connection with the Land Sale:

3) amendment of the Existing ESA (being conditional on the completion of the Real
Estate Arrangements);

“ wransfer of the Apparatus 10 Npower by BPCL;
(5) assignment of the Manweb Conncction Agreement to Npower by BPCL; and

(6) assignment to Npower of the cflluent pipeline casement from Manchester Ship
Cana] Company,

together (the “Transoction®) and save as expressly set out herein, the Parties have ogrecd
that these Heads of Agreement shall not be legally binding ond shall be subject to entering
into o binding contract to give effect to the Transaction, which the Parties shall seck to do
as scon as reasonably practicable following signature of these Heads of Agreement.

The Parties acknowledge thai a key purpose of the Transaciion is to enable Npower 1o
operate the CHP Scheme on a standalone basis and supply electricity to the Grid. The

480
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Strictly Private & Confidential
DWS Commenis 20 August 2009

Partics shall undertake any such measures which they agree are needed to effeet this
purpose.

The Partics acknowledge that both partics will enter into the transaction in good faith for
the purpose of carrying on their business and that they belicve the transaction and all of its
constitucnt parts will benefit them and is in their best interests. The respective parties will
receive value from the transaction, including but ot limited 1o the following:

(3) BPCL will reccive: (i) reduced Steam Charge, Elcctricity Charge and Standing Charge;
(ii) replacement of the Transfer Charge, Default Transfer Charge and No Fault Transfer
Charge with a (ixed charge of £5 million; (jii) discharge of the take or pay liability; (iv)
replacement of the take or pay provisions; and (v) £600,000;

{b) Npower will receive: (i) the real estate interests comprised in the Real Estole
Armangements; (if) £4 million (plus VAT); (iii) cam out rights; and (iv) revised payment
terms.

1T IS AGREED as follows:

L
11

DEFINITIONS AND INTERPRETATION

In these Heads of Agrcement cach capitalised tcrm has the meaning given in the Exisling
ESA other than the following words and expressions which shall have the following
meanings:

"Agreement" means the agreement to be entered into between BPCL and Npower and any
ancillary documentation lo give effect to the Transaction;

"Apparatus" means the 33k\V switchboard located within the Switchroom Building;

"BPCL Land" mecans all that freehold property comprising the fand shown cdged red on
the plan annexed at Schedule 1, being part of the property comprised in title numbers
CH178854 and CH422065;

"Completion" mcans completion of the Transaction pursuant to the terms of the
Agreement;

“Day Ahcad Elcctricity Index" means the price (in £MWh) contained in the APXUK
Reference Price Data (APXUK RPD) published in the UK Power Exchange for clectricity
purchased day ahead;

"Maonweb Conncction Agreement” means the agreement for the connection to the
distribution system between Manweb plc and BPCL, dated 22 March 1999;

"Manweb Substation® means the substation site located on the BPCL Land;

"Real Estate Arrangements® mcans those aspects of the Transaction described in Clausc
4.1

"Switchroom Bullding" means the switchroom localed within the BPCL Land;

1022083299 9 £371940.02 3l
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Strictly Private & Confidential
D\VS Comments 20 August 2009

2 Inthis Heads of Agreement, except where the context othenwise requires:

a reference 1o an enactment or statutory provision shall include a reference to any
subordinatc legislation made under the relevant cnactment or statutory provision
and is a reference to that enactment, statutory provision or subordinate legislation
as from time to lime amended, consolidaled, modified, re-enacted or replaced;

unless the context otherwise requires, reference to the singular shall include the
plural and vice versa, reference to any gender shall include all genders and
refercnce to a person shall include a reference to a firm, a body corporate, an
unincorporated association or to a person's excculors or administrators or
pemitted successors or assigns;

a reference 1o a Clause, sub-Clause, paragraph, Schedule (other than to a schedule
to a statutory provision) shall be a refesence to a clause, sub-Clause, paragraph,
Schedule of or to this Heads of Agreement;

a reference to "includes” or “including" shall mcan “includes without limilation"
or "including without limitation";

the contents page and headings in this Heads of Agreement are for convenience
only and shall not affect its interpretation.

2. CONDITIONS TO THE TRANSACTION

2.1  The Transaction shall be conditional upon:

2.1.1

2,1.2

213
214

the tenms of the Agreement and oncillary documents referred to in the Agreement
being scttled in full;

any regulatory or third party conscats or permits of any nature whatsocver
required o be obtained by the parties to the Agreement and ancillary documents
prior to Completion being obtained, including:

(A)  BPCL obtaining the conscnt of Goldman Sachs Credit Partners LP for,
amongsi other things, thc amendmeat of the Existing ESA;

(B) BPCL cbtaining the conscnt of Wells Fargo Bank for, amongst other
things, the Real Estate Armangements; and

(©) consent from Manweb plc to the assignment of the Manweb Connection
Agreemcent to Npower,

complction of the implementation of the Real Estate Ammangements;

continued full sctilement of cnergy invoices in accordance with the terms of the

- Existing ESA",

22 Inrespect of each condition above, the Parties shall, where reasonable 1o do so, endeavour
to procure the satisfaction of the above conditions in advance of signing.

! Comresponding Npower Offer Leticr (24/7/09), Term: 1.n.
=
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3. THE EXISTING ESA

3.1 The Parties propose to enter into negoliations for the purpose of enabling the Transaction,
which will aim to give effect to the following tcrms:

3.1.1  apayment of £4 million (plus VAT) to Npower in satisfaction of all outstanding
amounts payable pursuant lo the take or pay provision of the Existing ESA as at
the date of the Agreement, to be invoiced in three equal monthly instalments from
Completion (and such invoices shall be [calculated afier incorporating the off-set
payment pursuant to Clause 4.1.5));? fDIFS Comment: Npower will agree to the
deletion of the wording inserted here in the DWS 4 August draft if BPCL
agrees to the other changes set ont in this draft.}

3.L2 1o the extent that BPCL makes payments pursuant to Clavse 3.1.1, it
acknowledges that the liability to do so under the take or pay provisions is duc
and undisputed;

3.1.3  any take or pay liability accrued under the ESA to the date of the Agreement will
be confirmed as setiled/removed on receipt of the payment described in Clause
3.,

and will aim to agree amendments fo the Existing ESA to give effect to the following
terms:

3.14  the Steam Charge for each Tonne of Steam supplied will be £3.50 adjusted
monthly for the actual average delivercd price of gas and a base price of gas of
14.07 pence per therm according to the following formula: *

Steam Charge = £3.50x  Price of Gas
14.07

3.1.5  theElectricity Chasge per M\Vh of clectricity supplied shall be £9 adjusted
monthly for the actual average delivercd price of gas and a base price of gas of
14.07 pence per therm according to the following formula: *

Electricity Charge = £900x  Price of Gas
14.07

3.1.6  the Standing Charge will be £430,000 per colendar month odjusted quarterly to
PPl (as defined in the Existing ESA) only;® :

3.1.7  inrespect of transfer charges:’

= (A)  the table of charges detailed in Clauses 9.11 (Transfer Charge), 9.12
(Default Transfer Charge) and 9.13 (No-Fault Transfer Charge)

: Corresponding Npower Offer Letter (24/7/09), Term: |.d.
3 Comresponding Npower Offer Letter (24/7/09), Term: 1.0,
* Comresponding Npower Offer Letter (24/7/09), Term: 1.2
$ Comresponding Npower Offer Letter (24/7/09), Term: 1.b.
¢ Comespending Npower Offer Letter (24/7/09), Term: l.c.
¥ Corresponding Npower Offer Letier (24/7/09), Term: 1.c.

1072201)199_9 8571940.02 5
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respectively, will in cach case be deleled and replaced with a fixed charge
of £5 million for the period from Completion to the expiry of the ESA in
2020. Such sum shall be payable in addition to any other outstanding
liabilities under the ESA; and

(B)  where a Transfer Charge, Default Transfer Charge or No-Fault Transfer
Charge becomes payable and the contract is lerminated prior to the expiry
of the ESA in 2020, Npower is not obliged, and BPCL is not cntitled, to a
transfer of the CHP Site and/or the BPCL Land upon the payment of such
charges and termination®;

provided the ESA has not been terminated and is not to be extended or rencwed, a
fixed sum of £1 million will be payable by BPCL to Npower in 2020, Upon
reccipt of such payment Npower will transfer and/or assign to BPCL the CHP
Scheme (including all of the land interests, equipment and apparatus to be granted
or transferred to Npower as part of the Real Estate Ammangements which
accordingly arc part of the CHP Scheme);?

cam oul provision'®;

(A)  subject to Clauses (B) and (C) below, in any financial year where BPCL's
post tax profit, based on BPCL's audited annual accounts, exceeds the
relevant Threshold Value (as stated in the following table), BPCL shall
pay to Npower the amount that represents the Npower Percentage (as
stated in the following table) of any BPCL post tax profits exceeding the
Threshold Value for the relevant year;

Full financial year | Year1 Ycar 2

Year 3 1o end

following
commencement of
revised terms

of contract
term in 2020

Threshold Value of

£500,000

£1,000,000

£1,500,000

BPCL's audited
post lax profits

Npower Percentage | 50% 40% 25%
of BPCL's audited
post tax profits in
cxcess of the
Threshold Value

(B)  subject to Clause (C) below, where BPCL implements plans for new
invesiment at the BPCL Paper Plant, the provisions of Clause (A) above
shall only apply up until the end of the financial ycar in which new
investor(s) make(s) materinl investment in BPCL or, with BPCL meke
material investment in a specinl-purpose-vehicle, in order to provide new
manufacturing investment to the BPCL Paper Plant. Thereafier the

484

: Conresponding Npower Offer Letier (24/2/09), Term: .c
wConespondinn Npower Offer Lelter (24/7/09), Term: L.e
Corresponding Npower Offer Letter (24/7/09), Term: 1.1
=

10220132999 857194002 6
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Npower Percentage shall reduce to 2ero for the remainder of the term of
the Existing ESA;

any amounts BPCL is required to pay to Npower pursuant to this Clause
3.1.9 shall be no more than the difference between: (a) the aggregate
amount of payments BPCL is required to pay to Npower for the relevant
financial year pursuant to the ESA (as amended and in force from
Completion) (excluding default and transfer charges and payments); and
(b) the aggregate amount that BPCL would have been required to pay to
Npower over the same period and under the same circumstances pursuant
to the terms of the Existing ESA (cxcluding default and transfer charges
and payments);

3.1.10  Thesteam take or pay provisions of the Existing ESA (Clause 9.7) will be
amended to reflect the following principles:

(A)  normalised steam offake volume to be 68 Tonnes per hour;

(B) ifaverage stcam consumplion for n month is between 68 and 75 tonnes
per hour it will be charged at £3.50 per tonne;

(C) ifaverage steam consumption for a month is greater than 75 Tonnes per
Hour (10% over the normalised steam volume), the difference between
the actual supplicd volume and the monthly volume (had there been an
average flow of 75 Tonnes per Hour) is be charged at £5 per tonne;

(D) ifaverage steam consumption for a month is between 62 Tonnes per hour
and 68 Tonnes per hour the differcnce between the monthly volume at an
average stcam flow of 68 Tonnes per Hour and the actual Tonnes
supplied during the month will be charged at £3.50 per Tonnc;

(E)  ifaverage stcam consumption for a month is less than 62 Tonnes per hour
all stcam volume shall be charged at £5 per Tonne; and

(F)  all prices for stcam are o indexed as per the Existing ESA.

3..11  The clectricity take or pay provisions are to be amended to refleet the following
principles:

(A)  normalised electricity demand to be 26.7 MW;

(B) ifaverage electricity consumption of BPCL during the month is greater
than 28.03MW (5% over the normalised figure), the monthly
consumption volume in excess of the Jevel of consumption, had the
demand averaged 28,03MW, is to bo charged at the average wholesale
power price for the month as published in the Day Ahead Electricity
Index; and

(C) ifavemge electricity consumplion of BPCL during the month is below

28.03MW it will be charged at the mechanism as per the Existing ESA:

3.1.12  BPCL shall pay to Npower the import price for clectricity that is imported by
Npower during pericds of gas turbine unavailability, subject to a cap of 1000hrs

10722013299_9 3571940.02
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of gas turbine unavailabilily per year"'. For the avoidance of doubt Npower wil)
retain full ownership of the CHP Scheme including all operational and CHP plant
maintenance/asset risk in nccordance with the lerms of the Existing ESA;"

from commencement of EUETS Phase HI (being the EU Emissions Trading
Scheme Direclive due to operate between 2013-2020) onward, BPCL will hold
Npower ncutral to the carbon costs associnted with the supply of steam and
clectricity from the CHP to BPCL;?

BPCL shall moke advance payments to Npower for the cost of the volume of gas
purchased by Npowecr to meet BPCL's stcam and clectricity demand from the
CHP Plant. Npower will submit an invoice for such payments by the 14® day
after the gas has been purchased. BPCL sholl pay such invoice by the 28° day
after the gas has been purchased. The amount of that invoice shall be deducted
from the invoices for supplics in respect of that Calendar Month issued by
Npower pursuant to Clause 10.1 of the Existing ESA;"

BPCL agrecs to only forward purchase (hedging) gas for a maximum of one
month ahead. Should BPCL wish o forward purchase gas for a period longer
than one month ahead, the parties will seck 10 agree terms, which would include
sufficient collateral being provided by BPCL; ¥

Npower shall be entitled to ccase further supply of steam and electricity (without
causing Npower to be in default) in the event that the payment due under Clause
3.1.14 becomes overduc by more than 10 calendar days.' [DWS comment: time
must run from the due date for payment, not from a later date of a notice of
non-payment.] For the avoidance of doubt:

(A)  the provisions of Clausc 17.3(n) of the Existing ESA shall also apply; and

(B)  where BPCL makes such outstanding payments in full prior to Npower
terminaling the ESA in accordance with Clause 17.3(a), Npower shall re-
commence supply of sicam and cleciricity pursuant to the ESA;

all land interests, equipment and apparatus to be granted or transferred to Npower
as part of the Reol Estate Arrangements is to fonn part of the CHP Scheme under
the ESA; and

update the insolvency termination and any other provisions of the Existing ESA
which the partics agrce are maicrial and out of datc. The partics ngree that the
following provisions (without limitation) shall be amended:

(A)  clause 12.3(b)(iv), which should be amended to reflect the fact that an
adminisirator can now be appointed without a court order; and

- (B)  anew clausc 17.3(b)(vii) should be added to include any analogous

cvents in any other jurisdiction, [DI¥S comment: this reflects the risk of

" Corresponding Npower Offer Letter (24/2/09), Term: 1.1,

" Comesponding Npower Offer Letier (24/7/09), Term: Lp.
Corresponding Npower Offes Letter (24/7/09), Term: 1.j.

:‘ Comesponding Npower Offer Letter (24/7/09), Term: 1.k.

* Corresponding Npower Offer Letter (24/2/09), Term: 1.k

" Camesponding Npower Offer Letter (24/2/09), Term: 1.4
L

10722013299.9 8571540.02 8
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BPCL entering Chapter 11 or Canadian proceedings. From BPCL's
perspective, it reflects the fact that Npower is part of the RWE group.);

4. BPCL LAND

4.1 The Partics proposc (o enter into negotintions for the purposc of facilitating the Real Estate
Amangemcnls in the Agreement and any ancitlary documents on the following terms
(subject in all cases to any necessary third party consents having been obtained):

4.1.1

4.1.2

4.13

414

4.15

416

the BPCL Land is to be transferred to Npower with full title guarantce by an
agreed form of transfer in Form TP, which will grant to Npower [all associated

" rights of access and rights for drainage and services which it reasonably requires

over any adjoining or neighbouring property of BPCL)DIWS Comment: to
consider. Npower will ensurc that the Lease is extinguished into the BPCL Land
by making the nccessary applications to the Land Registry;

BPCL will within the transfer of the BCPL Land grant an cascment in fee simple
to Npower for the installation and use of an altemate stcom condensate pipeline
over the land identificd colourcd { ] on the plan at Schedule 1 (or such other
land as may be agreed behween the Parties, acting reasonably). BPCL shall not
be obliged 1o grant or procure any rights or casements which it does not currently
itself have the benefit of;

the transfer of the BPCL Land shall reserve the right for BPCL to enter the BPCL
Land to connect to the electricity supply from the Manweb Substation subject to
there being no adverse impact upon Npower’s supply requirements for the BPCL
Land;

simultancously with the transfer of the BPCL Land:
(A)  the leases identified in Schedule 2 shall be assigned to Npower; and
(B)  the Apparatus will be transferred to Npower;

Npower will pay BPCL the agreed sum of £600,000 plus applicable taxes in
respect of the real estate transfers for the interests, equipment and apparatus to be
granied or transferred to Npower as sct out ot sub-clauses 4.1.1,4.1.2 and
4.1.4(B) and for the uncncumbered transfer of rights to the leases curvently
referred to at Clause 4.1.4(A) which relate lo the gos pipeline to the CHP
premises. The Parties shall agree between them in good faith-the apportionment
of that consideration according to the open market value of the assets. [£560,000)
of that sum shall be paid as an off-set agninst the payment made pursuant to
Clause 3.1.1.

itis intended thot the Real Estate Arrangements will have become effective
snmullnneously with the amendments to the terms of the ESA bccoming effective
in accordance with the terms of the Agreement;

42  BPCL shall procure prior to Completion that all necessary third party consents are
oblained, including the consents of Manchester Ship Canal Compony and Peel Investments
(North) Limited to the assignment of the lcase of part of the gas pipeline supplying the

107210132979 8571940.02 9
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BPCL Land dated 4 May 1999 and made bciween (1) The Manchester Ship Canal
Company and (2) Bridgewater Paper Company Limited.

5. CONFIDENTIALITY

5.1 This Heads of Terms and the further negotiations contemplated herein are subject 1o the
Non-Disclosure Agreement between the Parties dated 4 July 2008.

6. COSTS

T Each of the partics will pay its own costs in relation to the Transaction.
i : 7. LEGAL EFFECT

e The partics do not intend that the terms of these Heads of Agreement (save for Clauses 5-
i 10} (inclusive) shall have legal effect or be legally binding.

8. THIRD PARTIES

&
{ No term of these Heads of Agreement is enforceable under the Contracts (Rights of Third
: Partics) Act 1999 by any person who is not a party hereto.
" 9, COUNTERPARTS
These Heads of Agreement may be exccuted in any number of counterparts and by the
partics herelo on separate counterparts, cach of which when so exceuted and delivered shall
; constitute onc and the same instrument. :
10, GOVERNING LAW AND JURISDICTION
10.1  This Agreement and any dispute or chaim arising out of or in connection with it or jts
subject matter, existence, negotiation, validity, tennination or enforceability (including
non-contractual disputes or claims) shall be governed by and construed in accordance with
English law.
‘L IN WITNESS of which the Pantics have executed this Agreement on the date first mentioned
above.
7
r
L
E
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SCHEDULE 1 - THE BPCL LAND
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SCHEDULE 2 - TABLE OF PIPELINE LEASES

Registered | Alicnation Effcct Listed in Date and Parties to Annual
Title Chuse Schedule of the Lease Rent
Number Underlease
(number)
CH460098 | 3.8 Assignmentof | Yes(1) 26 Oclober 2000 Peppercom
the whole to the (1) P.J. Ward Gardner
CHP and D.C. Gardner
owner/operalor (2) The Landlord
allowed without
the need for
Landlord’s
, consent.
CH459679 }3.8 Assignmentof | Yes(2) 19 October 2000 Peppercorn
the whole to the (1) Horold Davics &
CHP Partners Limited
owncr/operator (2) The Landlord
allowed without
the need for
Landlord'’s
consent,
CH499222 Land Registry have not Yes(3) 11 December 2002 Peppercorn
retained a copy of this Leasc. (1) Scottish and
Ncwecastle Retail
Limited
(2) The Landlord
CH464031 | 3.11 Assignmentof | Yes(4) 13 February 2001 Peppercorn
the whole to the (1) Cheshire County
CHP Council
owncr/operalor (2) The Landlord
allowed without
the need for
Landlord’s
consenl.
CH458363 | 3.8 Assignmentof | Yes (5) 6 Scptember 2000 Peppercom
the whole to the (1) Personal
CHP Representatives of Mrs
owncr/operalor Marjorie Elspeth Fox
allowed without Deceased
the need for (2) The Landlord
Landlord's
consent.
3
10722013299_9 83714002 2
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Registered | Alicnation Effect Listed in Date and Partles to Annual
Title Clause Schedule of tho Lease Rent
Number Underlease
(number)
CH484068 | 3.8 Assignmentof | Yes (6) 18 March 2002 Pcppercomn
the whole to the (1) Mr and Mrs F.E.
CHP Lonsdale and Mr and
owncr/operator Mrs D.G. Booth
allowed without {2) The Landlord
the need for :
Landlord's
consent.
CH456471 | 3.8 Assipnmentof | Yes(7) 27 July 2000 Peppercom
the whole to the (1) R.M. Shepherd
CHP (2) The Landlord
owner/operator
allowed without
the need for
Landlord's
consent.
Unregistercd | N/A N/A No N/A N/A
(Ratlway ’
Land)
CH469366 | 3.8 Assignmentof { Yes (8) 1 June 2001 Peppercorn
the whole to the (1) Mr and Mrs J.M.
CHP Fogg
owner/opcrator (2) The Landlord
allowed without
the need for
Landlord's
consent,
CH469367 {38 Assignmentof | Yes (9) 1 June 2001 Peppercom
the whole to the (1) Mrand Mrs G.
CHP Weston
owner/operator (2) The Landlord
allowed without
the nced for
Landlord’s
consent,

10:22013299_9 937194002 3
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Registered | Allenation Effect Listed in Date and Parties to Annunl
Title Clause Schedule of the Lease Rent
Number Undcricase
(number)
CH461080 | Both Assignmentof | Yes (15) 15 September 2000 Peppercom
-and- Leascs: 3.8 | the whole to the (1) Trustees of the

MS437737 CHP Naylor Estate
owncr/operator {(2) The Landlord
allowed without
the need for
Landlord's
consent.

MS446156 | 3.8 Assignmentof | Yes (16) 25 June 2001 Peppercom
the whole to the (1) F.E,,D.E.and R.H.
CHP Willis
owner/operator (2) The Landlord
allowed without
the nced for
Landlord's
consent.

10220132999 857154002 )
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Registered | Alienation
Title Clouse

Number

Effect

Listed in
Schedule of
Undcrlease

{(number)

Date and Partics to
the Lease

Annual
Rent

No 16
leasehold
title has
been
registercd

Not lo assign
without the
prior wrilten
consent of the
Landlord, such
conscnt not to
be unreasonably
withheld (16

®))

The Leaschold
property passes
through 3
scparale
frechold title
numbers; (1)
CHA425205 (2)
CH526963 and
(3) MS490817,
Title to
CH526963 and
MS490817
remains with
the Canal Co
but CH425205
is now vested in
Peel
Investments
(North)
Limited.

Thus, with
regard to this
Lease, the Jease
reversion is
split between
these 2
landlords and
consent of both
is required.

Yes(17)

4 May 1999

(1) The Manchester
Ship Canal Company
(2) Bridgewater Paper
Company Limited

£3,500
{with rent
reviews al §
year
intervals, in
line with
RP], set out
in Clause 1)

102201329, 9 8571940.02
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Registered
Title
Number

Alienation
Clouse

Effect

Listed In
Schedule of
Undcrlease

(number)

Date and Partics to

the Lense

Annual
Rent

No lease
available as
pipeline is
understood
torun
bencath
public
highway.

N/A

N/A

No

N/A

N/A

10722013299, 9 8571002
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CANADA

PROVINCE OF QUEBEC
DISTRICT OF MONTREAL

No. : 500-11-036133-094

SUPERIOR COURT

Commercial Division
(Sitting as a court designated pursuant
to the
Companies' Creditors Arrangement Act,
RS.C,, c. C-36, as amended)

IN THE MATTER OF THE PLAN OF
COMPROMISE OR ARRANGEMENT
OF:

ABITIBIBOWATER INC,,

And
ABITIBI-CONSOLIDATED INC,,

And

BOWATER CANADIAN HOLDINGS
INC.,

And

the other Petitioners listed herein
Petitioners

And

ERNST & YOUNG INC.,

Monitor

MOTION FOR THE FILING OF AN ADDITIONAL PETITIONER AND FOR
AN AUTHORIZATION TO ENTER INTO TRANSACTIONS FOR THE
RESTRUCTURING OF THE PETITIONERS' EUROPEAN SALE STRUCTURE

TO THE HONOURABLE CLEMENT GASCON J.S.C. OR ONE OF THE
HONOURABLE JUDGES OF THE SUPERIOR COURT, SITTING IN
COMMERCIAL DIVISION, IN AND FOR THE JUDICIAL DISTRICT OF
MONTREAL, THE ABITIBI PETITIONERS RESPECTFULLY SUBMIT THE

FOLLOWING:

#104856851 v7




I.  PREAMBLE

1. On April 17, 2009, this Honourable Court issued an order (as subsequently
amended and restated, the “Initial Order") pursuant to the Companies'
Creditors Arrangement Act (the "CCAA") in respect of (i) Abitibi-Consolidated
Inc. ("ACI") and subsidiaries thereof (collectively, the "Abitibi Petitioners"),!
(i) Bowater Canadian Holdings Inc. and subsidiaries thereof (collectively, the
“Bowater Petitioners")? and (iii) certain partnerships® Any undefined

capitalized expressions used herein shall have the meaning set forth in the
Initial Order.

2. Pursuant to the terms of the Initial Order, Emst & Young Inc. (the "Monitor")
was named monitor of the Petitioners.

3. On April 16, 2009, AbitibiBowater Inc. ("ABH"), Bowater Inc. and certain of
their U.S. and Canadian subsidiaries filed voluntary petitions for relief under
Chapter 11 of the U.S. Bankruptcy Code (the "Chapter 11 Proceedings") in
the United States Bankruptcy Court for the District of Delaware (the "U.S.
Bankruptcy Court”) and on April 17, 2009, ABH and certain Petitioners
(collectively with ABH, the "18.6 Petitioners")s obtained orders under s. 18.6
of the CCAA in respect of the Chapter 11 Proceedings (the 18.6 Petitioners,
the Abitibi Petitioners and the Bowater Petitioners being collectively referred
to as the "Petitioners").

! The Abitibi Petitioners are Abitibi-Consolidated Inc., Abitibi-Consolidated Company of Canada,
3224112 Nova Scotla Limited, Marketing Donchue Inc., Abitibi-Consolidated Canadian Office
Products Holdings Inc., 3834328 Canada Inc., 6169678 Canada Incorporated., 4042140 Canada Inc.,
Donohue Recycling Inc., 1508756 Ontario Inc., 3217925 Nova Scotia Company, La Tuque Forest
Products Inc., Abitibi-Consolidated Nova Scotia Incorporated, Saguenay Forest Products Inc., Terra
Nova Explorations Ltd., The Jonquitre Pulp Company, The International Bridge and Terminal
Company, Scramble Mining Ltd. and 9150-3383 Québec Inc.

2 The Bowater Petitioners are Bowater Canadian Holdings Incorporated., Bowater Canada Finance
Corporation, Bowater Canadian Limited, 3231378 Nova Scotia Company, AbitibiBowater Canada
Inc., Bowater Canada Treasury Corporation, Bowater Canadian Forest Products Inc., Bowater
Shelburne Corporation, Bowater LaHave Corporation, St. Maurice River Drive Company Limited,
Bowater Treated Wood Inc., Canexel Hardboard Inc., 9068-9050 Québec Inc., Alliance Forest
Products (2001) Inc., Bowater Belledune Sawmill Inc., Bowater Maritimes Inc., Bowater Mitis Inc.,
Bowater Guérette Inc. and Bowater Couturier Inc.

3 The partnerships are Bowater Canada Finance Limited Partnership, Bowater Pulp and Paper
Canada Holdings Limited Partnership and Abitibi-Consolidated Finance LP,

! The 18.6 Petitioners are AbitibiBowater Inc., AbitibiBowater US Holding 1 Corp., Bowater
Ventures Inc., Bowater Incorporated, Bowater Nuway Inc., Bowater Nuway Mid-States Inc.,
Catawba Property Holdings LLC, Bowater Finance Company Inc., Bowater South American
Holdings Incorporated, Bowater America Inc., Lake Superior Forest Products Inc, Bowater
Newsprint South LLC, Bowater Newsprint South Operations LLC, Bowater Finance I, LLC,
Bowater Alabama LLC and Coosa Pines Golf Club Holdings LLC.
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II. BACKGROUND

Pursuant to the terms of a First Amended and Restated Paper Supply Agreement,
dated as of January 1, 2001 (the "Paper Supply Agreement") between
Bridgewater Paper Company Limited or its subsidiaries ("BCPL") and ACI,
ACI contracts with BPCL to effect the sale of products produced by the ACI
Group to its European clients (the "Current European Sale Structure”).

The Current European Sale Structure functions as follows:

() the ACI Group's products are sold by BPCL to customers in the
UK. and in the rest of Europe, with BPCL taking legal title in
these products before they are sold;

(b)  the receivables of BPCL generated by the Current European Sale
Structure are collected in BPCL bank accounts with Citibank, N.A.
situated in various European countries and then concentrated in
BPCL's concentration accounts held with Citibank, N.A. in
London;

(c) the receivables concentrated in BPCL's London concentration

accounts are remitted to ACCC on a regular basis (three or four
times a month).

As a result, ACI may be owed by BPCL, on an unsecured basis, at any given
time, between USD$5 million and USD$15 million in receivables collected by
BPCL.

The Petitioners wish to restructure the Current European Sales Structure as
set forth hereinafter in order to limit their exposure to BPCL. In so doing, the
Petitioners also seek to preserve the rights of their creditors, including the
Term Lenders who currently hold security over BPCL's accounts receivables.

II. ORDERS SOUGHT

The Petitioners hereby seek the following orders (collectively, the "European
Sale Structure Orders"):

(a) an order declaring that ACUK is a debtor company to which the CCAA
applies and amending the Initial Order in order to include ACUK on
"Schedule 'A' - Abitibi Petitioners" thereof;

(b) an order authorizing ACI to enter into the Deed of Amendment (as
defined below) with BPCL pursuant to which BPCL's existing and future
accounts receivables will be assigned to ACUK;
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(c) an order authorizing ACUK to become guarantor of the obligations of
ACCC as contemplated under the Term Loan (as defined below) and to
execute the necessary agreements and security in connection therewith;

(d) an order authorizing ACUK to become guarantor of the obligations of
ACCC under the indenture for the 13.75% Senior Secured Notes due
April1, 2011 (the "Senior Notes Indenture") and the indenture for the
unsecured US§293M 155% Bxchange Notes due July 15, 2010 (the

“Unsecured Notes Indenture’) and to execute the necessary agreements
in connection therewith;

(¢) an order confirming that the ACI DIP Charge extends to the shares of
ACUK in connection with the ACI DIP Facility;

(f) an order declaring that the present or future assets of ACUK, save and
except for the liens to be created thereon in favour of the Term Lenders
(the "Term Lenders' Liens"), are not and shall not become subject to any
charges, liens or encumbrances granted in respect of the Abitibi
Petitioners, or any one thereof, or any of their respective assets, including,
without limitation, any and all CCAA charges or any future equivalents
thereof or replacements thereof and that said assets shall be free and clear

of any charges, liens or encumbrances other than the Term Lenders'
Liens; and

(g) an order declaring that the guarantees and where applicable any security
provided by ACI and its direct or indirect subsidiaries under the terms of
the Term Loan (as defined below), the Senior Notes Indenture and the
Unsecured Notes Indenture, validly extend (provided their terms so
provide) to the respective obligations of ACUK under the guarantee to be
granted by it pursuant to the European Sale Structure Orders in favour of
the Term Lenders, the trustee under the Senior Notes Indenture and the
trustee under the Unsecured Notes Indenture.

9. In connection with the implementation of the New European Sale Structure
(as defined below), the Petitioners have amended the Securitization
Program's Guaranty and Undertaking Agreement dated June 16, 2009 among
Donohue Corp., Abitibi-Consolidated Sales Corporation, Abitibi-
Consolidated Corp., Augusta Woodlands, LLC, Abitibi-Consolidated
Alabama Corporation and Alabama River Newsprint Company, as
guarantors and obligors, ACI, as obligors and Citibank, N.A., as agent so as
to permit the assignment of BPCL's accounts receivables described above and
provide that each exception to a negative covenant that applies to BPCL shall
apply equally to ACUK. The Petitioners are of the view that these
amendments to the Securitization Program are non-material and therefore do
not require the approval of this Court or that of the U.S. Bankruptcy Court.
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IV. OUTLINE OF THE NEW EUROPEAN SALE STRUCTURE

As part of the proposed new European Sales Structure, BPCL will agree, in
consideration of ACT's continued supply of paper to BPCL, to assign existing
and future accounts receivables to Abitibi-Consolidated (U.K) Inc.
("ACUK"), a new wholly-owned subsidiary of ACI, incorporated under the
Canada Business Corporation Act (the "New European Sale Structure").

The New European Sale Structure is expected to be implemented shortly
following the issuance of the European Sale Structure Orders.

The New European Sale Structure, once implemented, will allow for existing
and future accounts receivables of BPCL to be paid directly by the customers
to ACUK before the corresponding amounts are remitted to ACI.

As is the case under the Current European Sale Structure, the accounts
receivables generated under the New European Sale Structure will not be
sold to Abitibi-Consolidated U.S. Funding Corp. and will remain at all times
distinct from the flow of receivables processed under the Securitization
Program.

The completion of the following steps are contemplated in connection with
the New European Sale Structure:

(a) the execution, by ACI, ACUK and BPCL, of a Deed of Amendment to Paper
Supply Agreement and Assignment (the "Deed of Amendment") to the

Paper Supply Agreement giving effect to the the Hew European Sale
Structure;

(b) a notice will be given by BPCL to its customers informing them of the
assignment, in favour of ACUK, of existing and future amounts owing by
such customers to BPCL;

(c) the execution of the agreements and any other documents which may be
necessary for ACUK to become a guarantor under the Term Loan and to
provide the security provided thereunder, as well as to become a

guarantor under the Secured Notes Indenture and the Unsecured Notes
Indenture;

(d) the pledge and delivery by ACI to the Bank of Montreal of the ACUK
shares issued to ACI pursuant to a Deed of Hypothec granted by ACI in
favour of Bank of Montreal on May 6, 2009.

V. SECURITY GRANTED

ACCC is party to a Credit and Guaranty Agreement dated as of April 1, 2008
(the "Term Loan "), among, inter alia, ACCC, as borrower, ACI, as guarantor,
the other guarantors party thereto, the lenders party thereto (the "Term
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Lenders"), and Wells Fargo N.A,, as successor administrative agent (the
"Agent"), under which an amount of about US$347 million of principal
remained outstanding as of August 31, 2009.

The Term Loan is primarily secured by, inter alia, a first ranking charge on
certain movable property, corporeal and incorporeal, including monies,
instruments, inventory, claims, securities, insurance and receivables of BPCL
and other guarantors, all of which are direct or indirect subsidiaries of ACI,
in all cases except if charged in connection with the Senior Secured Notes.

The Petitioners have recognized that the assignment of BPCL's receivables to
ACUK under the New European Sale Structure may have a detrimental effect
on the value of the Term Lenders' collateral unless a replacement security is
granted to the Term Lenders and the present and future assets of ACUK,
save and except for the Term Lenders' Liens, are free and clear of any
charges, liens or encumbrances.

As a result, in connection with the implementation of the New European Sale
Structure, ACI seeks an authorization from this Court to enter into the
documents which will allow ACUK to become a guarantor as contemplated
in section 5.10 of the Term Loan and to grant security thereunder.

ACCC is also a party to the Senior Notes Indenture and to the Unsecured
Notes Indenture pursuant to each of which BPCL is a guarantor of ACCC's
obligations. It is therefore appropriate for ACUK to become a guarantor
under these indentures in order to preserve the interests ACCC's noteholders
under these indentures.

VI. GROUNDS FOR THIS MOTION

The benefits of authorizing the New European Sale Structure are clear and
the Petitioners submit there is no prejudice suffered by their creditors but
rather, that the proposed structure will be beneficial to all creditors.

The successful implementation of the New European Sale Structure will
serve to reduce ACI's exposure to BCPL by ensuring that between
approximately USD$15 million and USD$20 million per month in accounts
receivables are channeled into ACUK, a corporate entity with activities
limited to those contemplated by the New European Sale Structure. The
assurance deriving therefrom will benefit all of the ACI Group's
stakeholders, including its secured and unsecured creditors.

The New European Sale Structure will provide for replacement security to
the Term Lenders in order to prevent their secured position from eroding as a
result of the assignment of BPCL's accounts receivables to ACUK as well as
guarantees to the holders of notes under the Senior Notes Indenture and the
Unsecured Notes Indenture. The Abitibi Petitioners therefore submit that the
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interests of these creditors will be unaffected by the New European Sale
Structure.

- It is appropriate for this Court to declare that ACUK is a debtor company to

which the CCAA applies and for the Stay of Proceedings issued under the
Initial Order to be extended to ACUK. Indeed, although a newly formed
entity, ACUK meets the criteria for filing under the CCAA.

For the reasons set forth above, the Abitibi Petitioners believe it is both
appropriate and necessary that the relief sought be granted. The New
European Sale Structure is an integral part of the efforts undertaken by the
Abitibi Petitioners to restructure their operations and maximize long term
value for the benefit of all stakeholders.

. Considering:

(@)  the necessity for the Abitibi Petitioners to implement the New
European Structure as soon as practicable in order to limit the ACI
Group's exposure to BPCL;

(b)  the potential consequences of a default in payment of BPCL under

the Current European Sale Structure on the ongoing CCAA
restructuring;

© the interests of the Abitibi Petitioners and their stakeholders; and

(d)  the notices given for the presentation of this Motion, which
Petitioners submit to be proper and sufficient;

the Abitibi Petitioners respectfully submit and request that execution

notwithstanding appeal be granted in respect of the European Sale Structure
Orders.

The Abitibi Petitioners respectfully request that the Initial Order be amended
to include such modifications or amendments as are necessary to include and
provide for the European Sale Structure Orders.

The Abitibi Petitioners respectfully submit that this Motion should be
granted in accordance with its conclusions.

The present Motion is well founded in fact and in law.

WHEREFORE, MAY THIS COURT:

1.

GRANT this Motion for the Filing of an Additional Petitioner and for an
Authorization to Enter into Transactions for the Restructuring of the Petitioners
European Sale Structure (the "Motion").
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2. EXEMPT, if applicable, the Petitioners from having to serve this Motion and
from any notice or delay of presentation.

3. DECLARE that, unless otherwise provided, undefined capitalized terms and
expressions used herein shall have the respective meanings ascribed thereto
in the Second Amended Initial Order of the Honourable Mr. Justice Clément

Gascon, J.S.C. of the Court dated May 6, 2009, as amended (the "Initial
Order").

Abitibi-Consolidated (U.K.) Inc.

4. DECLARE that Abitibi-Consolidated (U.K)) Inc. ("ACUK"), a subsidiary of
Abitibi-Consolidated Inc., ("ACI") is a debtor company to which the CCAA
applies.

5. AMEND the Initial Order by including the following additional Petitioner on
"Schedule 'A' - Abitibi Petitioners":

20. Abitibi-Consolidated (U.K.) Inc.

6. DECLARE that from immediately after midnight (Montréal time) on October
27, 2009, any act or action taken or notice given by any person in respect of
ACUK are deemed not to have been taken or given, as the case may be, to the
extent such act, action or notice would otherwise be stayed after the granting
of this Order, pursuant to the terms of the Initial Order.

7. ORDER that ACl is hereby authorized and directed to pledge and deliver the
shares of ACUK to the Bank of Montreal pursuant to the ACI DIP Charge

and that certain Deed of Hypothec granted by ACI in favour of Bank of
Montreal on May 6, 2009.

Assignment of Accounts Receivables

8. ORDER that ACUK be authorized to enter into a Deed of Amendment to Paper
Supply Agreement and Assignment (the "Deed of Amendment") with ACI and
Bridgewater Paper Company Limited ("BPCL") upon such terms and
conditions as may be approved by the Monitor in order to give effect to and
implement and complete those transactions and steps which may be
necessary or useful for the assignment of BPCL's accounts receivables to
ACUK (the "Assignment") and any and all related matters.

9. ORDER AND DECLARE that the Order to be rendered on the Motion shall
constitute the only authorization required by the Petitioners to proceed with
the Assignment and that no other approval or conditions shall be required in
connection with the Assignment or the effectiveness of any replacement
security contemplated herein.
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10. ORDER AND DECLARE that, save and except for the liens to be created on
present or future assets of ACUK in favour of the Term Lenders (the "Term
Lenders’ Liens"), the present or future assets of ACUK are not and shall not
become subject to any charges, liens or encumbrances granted in respect of
the Abitibi Petitioners, or any one thereof, or any of their respective assets,
including, without limitation, any and all CCAA Charges or any equivalents
thereof or replacements thereof, and that said assets shall be free and clear of
any charges, liens or encumbrances other than the Term Lenders' Liens,

Replacement Security

11, ORDER that ACUK is authorized to enter into and execute the guaranty and
security documents necessary for ACUK to become a guarantor and grantor
pursuant to Section 5.10 of the Term Loan Facility (as said term is defined in
the Initial Order), along with any other documents in relation with the

foregoing as the Petitioners party thereto may agree to with the consent of
the Monitor.

12. ORDER that ACUK is authorized to enter into guaranties and to execute any
and all documents necessary for ACUK to become a guarantor under (i) the
indenture for the 13.75% Senior Secured Notes due April 1, 2011 (the "Senior
Notes Indenture"); and (ii) the indenture for the unsecured US$293M 15.5%
Exchange Notes due July 15, 2010 (the "Unsecured Notes Indenture") along
with any other documents in relation with the foregoing as the Petitioners
party thereto may agree to with the consent of the Monitor.

13. ORDER AND DECLARE that the guarantees and where applicable any
security provided by ACI and its direct or indirect subsidiaries under the
terms of the Term Loan, the Senior Notes Indenture and the Unsecured Notes
Indenture, validly extend (provided their terms so provide) to the respective
obligations of ACUK under the guarantee to be granted by it pursuant to the
present Orders in favour of the Term Lenders, the trustee under the Senior
Notes Indenture and the trustee under the Unsecured Notes Indenture.

14. ORDER the provisional execution of this Order notwithstanding any appeal
and without the necessity of furnishing any security.

THE WHOLE WITHOUT COSTS, save and except in case of contestation.
Montréal, October 28, 2009

) NTIN YR

” Stikeman Elliott LLP
Attorneys for the Petitioners
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AFFIDAVIT

1, the undersigned, Allen Dea, having my principal place of business at Suite 800, 1155
Metcalfe Street, Montréal, Quebec, H3B 5H2 solemnly declare the following:

L I am the Vice President, Secretary of Abitibi-Consolidated Inc. and the Vice
President, Treasurer of AbitibiBowater Inc;

2. All the facts alleged in the Motion for the Filing of an Additional Petitioner and for an
Authorization to enter into Transaction for the Restructuring of the Petitioners'
European Sale Structure are true.

AN SIGNED
= 2 od o
ALLEN DEA M
Solemnly declared before me at Montréal,
on the 28th day of October, 2009
2529154
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NOTICE OF PRESENTATION

TO: SERVICE LIST

TAKE NOTICE that the Motion for the Filing of an Additional Petitioner and for an
Authorization to enter into Transaction for the Restructuring of the Petitioners' European Sale
Structure will be presented for adjudication before one of the Honourable Judges of the
Superior Court, sitting in practice in and for the District of Montreal, in the Montréal

Court House, 1 Notre-Dame St. East, at a date, time and in a Room to be announced to
the Service List.

DO GOVERN YOURSELVES ACCORDINGLY.

Montreal, October 28, 2009
e ke g, o ’

STIKEMAN ELLIOTT LLP

Attorneys for Petitioners
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SUPERIOR COURT

CANADA

PROVINCE OF QUEBEC
DISTRICT OF MONTREAL
No: 500-11-036133-094

DATE: NOVEMBER 10, 2009

PRESENT: THE HONOURABLE MR. JUSTICE CLEMENT GASCON, J.S.C.

IN THE MATTER OF THE PLAN OF COMPROMISE OR ARRANGEMENT OF:

ABITIBIBOWATER INC.

And

ABITIBI-CONSOLIDATED INC.

And

BOWATER CANADIAN HOLDINGS INC.

And

The other Petitioners listed on Schedules "A", "B" and "C"
Debtors

And
ERNST & YOUNG INC.
Monitor

ORDER ON THE PETITIONERS' MOTION FOR THE FILING OF AN ADDITIONAL
PETITIONER AND FOR AN AUTHORIZATION TO ENTER INTO TRANSACTIONS
FOR THE RESTRUCTURING OF THE PETITIONERS' EUROPEAN SALE
STRUCTURE (#278)

[1] CONSIDERING the Petitioners' Motion for the Filing of an Additional Petitioner
and for an Authorization to Enter into Transactions for the Restructuring of the
Petitioners' European Sale Structure dated October 28, 2009 (the "Motion"),

[2] CONSIDERING the representations of the parties;
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(3} CONSIDERING the absence of contestation of any party appearing on
Petitioners’ service list, including the Term Lenders;

[4] GIVEN the provisions of the Companies’ Creditors Arrangement Act (“CCAA"),
FOR THESE REASONS, THE COURT:

5] EXEMPTS the Petitioners from having to serve this Motion and from any notice
or delay of presentation.

(6] DECLARES that, unless otherwise provided, undefined capitalized terms and
expressions used herein shall have the respective meanings ascribed thereto in the
Second Amended Initial Order of the Honourable Mr. Justice Clément Gascon, J.S.C.
dated May 6, 2009, as amended (the "Initial Order”).

Abitibi-Consolidated (U.K.) Inc.

[7] DECLARES that Abitibi-Consolidated (U.K.) Inc. ("ACUK"), a subsidiary of
Abitibi-Consofidated Inc. ("ACI"), is a debtor company to which the CCAA applies.

[8] AMENDS the Initial Order by including the following additional Petitioner on
"Schedule ‘A’ - Abitibi Petitioners":

20. Abitibi-Consolidated (U.K.) Inc.

[9] DECLARES that from immediately after midnight (Montréal time) on November 9,
2009, any act or action taken or notice given by any person in respect of ACUK are
deemed not to have been taken or given, as the case may be, to the extent such act,
action or notice would otherwise be stayed after the granting of this Order, pursuant to
the terms of the Initial Order.

[10] ORDERS that ACI is hereby authorized and directed to pledge and deliver the
shares of ACUK to the Bank of Montreal pursuant to the ACI DIP Charge and that
certain Deed of Hypothec granted by ACI in favour of Bank of Montreal on May 6, 2009.

Assignment of Accounts Receivables

[11] ORDERS that ACUK be authorized to enter into a Deed of Amendment to Paper
Supply Agreement and Assignment (the "Deed of Amendment”) with ACI and
Bridgewater Paper Company Limited ("BPCL") upon such terms and conditions as may
be approved by the Monitor in order to give effect to and implement and complete those
transactions and steps which may be necessary or useful for the assignment of BPCL's
accounts receivables to ACUK (the "Assignment") and any and all related matters.
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[12] ORDERS AND DECLARES that the Order to be rendered on the Motion shall
constitute the only authorization required by the Petitioners to proceed with the
Assignment and that no other approval or conditions shall be required in connection
with the Assignment or the effectiveness of any replacement security contemplated
herein.

[13] ORDERS AND DECLARES that the terms of the Assignment shall provide that
the accounts receivable of BPCL to be assigned to ACUK shall at all times be and
remain subject to the liens created thereon by BPCL in favour of the Term Lenders (the
"BPCL Term Lenders’ Liens").

[14] ORDERS AND DECLARES that, save and except for the BPCL Term Lenders'
Liens and_the liens to be created on present or future assets of ACUK in favour of the
Term Lenders (the "Term Lenders' Liens"), the present or future assets of ACUK are
not and shall not become subject to any charges, liens or encumbrances granted in
respect of the Abitibi Petitioners, or any one thereof, or any of their respective assets,
including, without limitation, any and all CCAA Charges or any equivalents thereof or
replacements thereof, and that said assets shall be free and clear of any charges, liens
or encumbrances other than the Term Lenders' Liens.

Replacement Security

[15] ORDERS that ACUK is authorized to enter into and execute the guaranty and
security documents necessary for ACUK to become a guarantor and grantor pursuant to
Section 5.10 of the Term Loan Facility (as said term is defined in the Initial Order), along
with any other documents in relation with the foregoing as the Petitioners party thereto
may agree to with the consent of the Monitor.

[16) ORDERS that ACUK is authorized to enter into guaranties and to execute any
and all documents necessary for ACUK to become a guarantor under (i) the indenture
for the 13.75% Senior Secured Notes due April 1, 2011 (the "Senior Notes Indenture");
and (ii) the indenture for the unsecured US$293M 15.5% Exchange Notes due July 15,
2010 (the "Unsecured Notes Indenture”) along with any other documents in relation
with the foregoing as the Petitioners party thereto may agree to with the consent of the
Monitor. '

[177 ORDERS AND DECLARES that the guarantees and where applicable any
security provided by ACI and its direct or indirect subsidiaries under the terms of the
Term Loan, the Senior Notes Indenture and the Unsecured Notes Indenture, validly
extend (provided their terms so provide) to the respective obligations of ACUK under
the guarantee to be granted by it pursuant to the present Orders in favour of the Term
Lenders, the trustee under the Senior Notes Indenture and the trustee under the
Unsecured Notes Indenture.
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[18] ORDERS the provisional execution of this Order notwithstanding any appeal and

without the necessity of furnishing any security.
%N/L

[19] THE WHOLE WITHOUT COSTS.
CLEMENT GASCON, JS.C. U S ¢,

Me Joseph Reynaud
STIKEMAN, ELLIOTT
Attomeys for the Debtors

Me Jason Dolman
FLANZ FISHMAN MELAND PAQUIN
Attorneys for the Monitor

Me Dominique Gibbens

FASKEN, MARTINEAU, DuMOQULIN

Attorneys for Wells Rargo Bank, N.A., Administrative Agent under the Credit and
Guarantee Agreement Dated April 1, 2008

Date of hearing: November 10, 2009
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SCHEDULE "A"
ABITIBI PETITIONERS

ABITIBI-CONSOLIDATED INC.

ABITIBI-CONSOLIDATED COMPANY OF CANADA

3224112 NOVA SCOTIA LIMITED

MARKETING DONOHUE INC.

ABITIBI-CONSOLIDATED CANADIAN OFFICE PRODUCTS HOLDINGS INC.
3834328 CANADA INC.

6169678 CANADA INC.

4042140 CANADA INC.

DONOHUE RECYCLING INC.

1508756 ONTARIO INC.

3217925 NOVA SCOTIA COMPANY

LA TUQUE FOREST PRODUCTS INC.
ABITIBI-CONSOLIDATED NOVA SCOTIA INCORPORATED
SAGUENAY FOREST PRODUCTS INC.

TERRA NOVA EXPLORATIONS LTD.

THE JONQUIERE PULP COMPANY

THE INTERNATIONAL BRIDGE AND TERMINAL COMPANY
SCRAMBLE MINING LTD.

9150-3383 QUEBEC INC.
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SCHEDULE "B"
BOWATER PETITIONERS

BOWATER CANADIAN HOLDINGS INC.
BOWATER CANADA FINANCE CORPORATION
BOWATER CANADIAN LIMITED

3231378 NOVA SCOTIA COMPANY

. ABITIBIBOWATER CANADA INC.

BOWATER CANADA TREASURY CORPORATION
BOWATER CANADIAN FOREST PRODUCTS INC.
BOWATER SHELBURNE CORPORATION
BOWATER LAHAVE CORPORATION
ST-MAURICE RIVER DRIVE COMPANY LIMITED
BOWATER TREATED WOOD INC.

CANEXEL HARDBOARD INC.

9068-9050 QUEBEC INC.

ALLIANCE FOREST PRODUCTS (2001) INC.
BOWATER BELLEDUNE SAWMILL INC.
BOWATER MARITIMES INC.

BOWATER MITIS INC.

BOWATER GUERETTE INC.

BOWATER COUTURIER INC.

PAGE: 6
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SCHEDULE "C"
18.6 CCAA PETITIONERS

ABITIBIBOWATER INC.

ABITIBIBOWATER US HOLDING 1 CORP.
BOWATER VENTURES INC.

BOWATER INCORPORATED

BOWATER NUWAY INC.

BOWATER NUWAY MID-STATES INC.

CATAWBA PROPERTY HOLDINGS LLC

BOWATER FINANCE COMPANY INC.

BOWATER SOUTH AMERICAN HOLDINGS INCORPORATED
BOWATER AMERICA INC.

LAKE SUPERIOR FOREST PRODUCTS INC.
BOWATER NEWSPRINT SOUTH LLC

BOWATER NEWSPRINT SOUTH OPERATIONS LLC
BOWATER FINANCE II, LLC

BOWATER ALABAMA LLC

COOSA PINES GOLF CLUB HOLDINGS LLC

PAGE: 7
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————— Original Message-----

From: Barry.Benson@Abitibibowater.com
[mailto:Barry.Benson@Abitibibowater.com]
Sent: Friday, October 30, 2009 7:01 AM
To: kevin.ansell@RWEnpower.com

Cc: ian.wilkinson@RWEnpower.com
Subject: Re: Emailing: BPCL CA 040708

Kevin,

Further to our call this morning I just wanted to explain the changes
that may occur with the receivable collection structure.

Firstly I can confirm that this structure is not yet in place. The
current system has customers remitting funds for both Canadian paper
and Bridgewater paper into the same accounts. This process is fine when
you can align the customer with the origin of the paper, but for a
customer that purchases both Canadian and Bridgewater paper the payment
and collection procedure is not transparent.

Due to the Chapter 11 situation we have been requested by the term
lenders and the monitor appointed by the court to assist with
differentiating payment made to the respective bank accounts. The
recent application to adjust the banking structure will help clarify
the position.

All other aspects of the European operation remain in place. In other
words the Canadian paper will continue to be invoiced through
Bridgewater and accounts will still be serviced from a technical and
customer perspective from the Ellesmere Port office.

On a different note I can also confirm that a payment will be made to
you today with reference to your September invoice.

Please let me know if you wish to discuss further

Regards,

Barry.

Please consider our environment before printing.

This e-mail (including any attachments) may contain confidential or
privileged information. If you are not one of the named recipients you
should not read, copy or use it. If you receive this email in error,
you should contact the sender and delete it. Denton Wilde Sapte record
and store e-mails sent to us or our affiliates in keeping with our
internal policies and procedures. For full details please visit
http://www.dentonwildesapte.com.

Denton Wilde Sapte LLP is a limited liability partnership regulated by
the Solicitors Regulation Authority. It is registered in England and
Wales under number 0C322045. Its registered office is at One Fleet
Place, London, EC4M 7WS where a list of members' names and their
qualifications is open to inspection. It uses the trade name Denton
Wilde Sapte. The term 'partner' refers to a member of Denton Wilde
Sapte LLP or an employee or consultant with equivalent standing and
qualifications or equivalent status in one of Denton Wilde Sapte LLP's
affiliates.
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Herbert Smith

. Herbert Smith LLP
Compames .C(.)".n Exchange House
Chancery Division Primrose Streel
Royal Courts of Justice London EC2A 2HS
Strand T +44 (0)20 7374 8000
F +44 20 7098 4593
London D +44 20 7466 2993
England DX 28
WC2A 2LL E . Simon.Chadney@herberismith.com
www.herbertsmith.com
Our ref
2993/8095/30902348
Your raf
Date
25 January 2010
By Hand

In the matter of Bridgewater Paper Company Limited ("Company”) And in the matter of the
Insolvency Act 1986

Notice of intention to appoint an administrator of the com pany by its directors
Dear Sirs

On 21 January 2010 the directors of the Company resolved to appoint Roy Bailey, Thomas Andrew
Jack and Alan Robert Bloom all of Emst & Young LLP, as joint administrators of the Company.

In accordance with paragraph 27(1) of the Insolvency Act 1986, please find enclosed for filing the
signed and dated Form 2.8B notice of the directors’ intention to appoint joint administrators of the
Company, being the prescribed form of notice pursuant to Rule 2.20(1) of the Insolvency Rules
1986.

Yours faithtully

‘H.u\»u% Swatle LR

Herbert Smith'LLP

Enc.

Horbert Smuth LLP 15 3 imited liabitity pantnership vegistered in England and Walos with registered number OC310989 it is cegulated by tho Sobcitors’ Regulahion _
ional cwalh y

Authonty TEngland and Walcs. A fist of the mombers and their prot ' 0pen 1o nsp althes office. Exchange House, Prmiose
Stae1, London EC2A 2HS  We use the word partner fo refer to a membar of Herbert Smith LLP, or an of Hant with tent standing and
Qualfications

258958879 2

HerGert Snmth in association with
Gleiss Lutz and Stibbe
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Rule 2.20

{a) Insent name and

address of registered .

company

* Delete as
applicable

(b) Give name(s)
and

address{es) of
proposed

adminisirator(s)

(¢} Insert name and
address

ol cach person 1o
whom

nolice is given

Q

Hienal

DV;?/JJ :

Notice of intention to appoint an
administrator by company or director(s)

e FILE

25 JAN 200

ongoin ECZA 2SS

0., 2S{tlic
Name of Company Company-mamber- e
Bridgewater Paper Company Limited 01726334

oY aYore
X T

In the High Court of Justig§
Chancery Division
Companies Court

For court use only
Court case number

611 /2<lc

Raval Courts of Justice

1. Notice is given that, in respec

Bridgewater Paper Company Limited,  North Road, Ellesmere Pon, S6eaR3s¥iaal, 409899

£an
e

CH65 1AF, ENGLAND Fee Code : ggﬁﬁg’.&l’"?gmy")

Fer | '

the disectors of the company ("the appointor”} intend to appoint gaiegtor : ::g}rh??vo?o 10359:39

(b) Roy Bailey of Emst & Young LLP, 1 More London Place, LondB7®BY 4%, Thomas Andrew Jack of
Emst & Young LLP, 100 Barbirolli Square, Manchester, M2 3EY and Alan Robert Bloom of Emst &
Young LLP, | More London Place, London, SE| 2AF

as administrator(s) of the company.

2. This notice is being given to the following person(s), being person(s) who are or may be entitled to appoint
an administrative receiver of the company or an administrator of the company under paragraph 14 of Schedule
B1 to the Insolvency Act 1986: ‘

l. Goldman Sachs Credit Partners L.P., ¢/o Goldman, Sachs & Co, 30 Hudson Street, 36* Floor, Jersey

© City, NJ 07302, USA. FAO: Andrew Caditz; and

2. Wells Fargo Bank, Wells Fargo Bank, N.A.45 Broadway, 14th Floor, New York, NY 10006, USA.
FAO: Michael Pinzon

Klings ¥ [IPPly. these proceedings will be (d)

3. The company has not, within the last twelve months:

(i) been in administration

(ii) been the subject of a moratorium under Schedule Al 1o the Insolvency Act 1986 which has ended on a date ‘
when no voluniary arrangement was in force

(iii) been the subject of a voluniary arrangement which was made during a moratorium for the company under
Schedule Al to the Insolvency Act 1986 and which ended prematurely within'the meaning of section 7B of the
Insolvency Act 1986.

4. In relation 1o the company there is no:

(i) petition for winding up which has been presented but not yet disposed of
(ii) administration application which has not yet been disposed of, or
(iii) administrative receiver in ofTice.

5. The company is not *an insurance undertaking / a credit institution / an invesiment undertaking providing
services involving the holding of funds or securities for third parties / or a collective investment undertaking
under Anticle 1.2 of the EC Regulation.

8 For the following reasons it is considered that the EC Regulation *will apply. If it does i
main proceedings as delined in Anticle 3 of the EC

The company'’s centre of main intcrest is in England.

16244231008 1 |
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*Deleteas 7. Autached to this notice is a record of the decision of the directors to appoint an administrator.

applicable

(¢) Insert name and address of’
person making declaration

Fifteaam
G oM S,
C G AX L

Virecko
1o KopeRT Loene CLarxE

(1f making the declaration on behalf of appointor indicate capacity e.g. diseclor/seficitor)

hereby do solemnly and sincerely declare thay:

(i} the company is or is likely to become unable to pay its debis ;
(i1) the company is not in liquidation, and
(iii) the statements in paragraphs 3 and 4 are, so far as | am able to ascertain, true.

and that the information provided in this notice is to the best of my knowledge and belief true,

AND I make this solemn declaration conscientiously believing the same to be true and by virtue of
the Statutory Declarations Act 1835

Declared at E\\(?S'ka 8 PON*'
Signed Q C» Cu-JL/—\

This ,— Y dayof I R 20 O
L4
before me s f.)Q/\,_.—— &1@33 ).)[ .

Note: This form now to be
sent to all those required to
be sent the form by Rule
2.20(2)

A Commissioner for Oaths o=Retary-PabitOr ISV OF e Peace-or-Suticitoror-Buly-Authesised

Qfficer— o

( ),, intor to insert add

Consent of Floating Charge Holder to Appointmeat of Administrator(s)
(Do not detach this part of the notice)

If, having read this notice, you have no objection to the making of this appointment you should complete
the details in the box below and return a copy of this notice as soon as possible, and within five

business days from receipt of this notice, 1o the appointor at the following address: (f)

Bridgewater Paper Company Limited, North Road, Ellesmere Port, South Wirral,

CH6S 1AF, ENGLAND

If your consent has not been given within five business days 1h @@@-m make the appointment

(g) Insent pame and
wddress

th) Give details of charge,
date segistered and (if
any) tinancial fimit

b

notwithstanding that you have not replied. 2%\
P NE SO .
ey <
® 3
. i “\E_S
being the holder of the following floating charge over the ¢ 's prope JQD

th)  pursuant to a debenture dated 1 April 2008 betwe Y mC pany; (2) Cheshire
Recycling Limited; and (3) Goldman Sachs Credit Parthers—LP. / Wells Fargo Bank,
National Association and registered on 10 April 2008.

ITASTFAR AN |

consents to the appoimment of the administrator(s) in accordance with the details of this notice.

Signed Dated

to
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|

| (I signing on behalf of a firm or company stale position or office held)

Endorsement to be completed by court

13} tnsent date and time This notice was filed (j) 2 S /U' /2O|O C(/{_ /I 3 () SO

1024474308 ) 3
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BRIDGEWATER PAPER COMPANY LIMITED \(‘“’h ‘i’ 3“&”"’9

("Company")

Leadon

(Company number 01726334) N
Poty 28 /’ 'lO

MINUTES of a meeting of the board of directors of the Company (the "Directors"y held st North
Road, Ellesmere Port, South Wirral, CH65 1AF and by telephone conference on 21 January 2010 at
2p.m.
Present: ROBERT CLARKE - in the Chair

ROB HILBRINK

RON HUMPHREYS

JON MELKERSON

JACQUES VACHON
In attendance: Barry Benson

Sophie Rossignol

Jean-Francois Guillot

Simon Chadney, Herbert Smith LLP ("HS")

Roy Bailey, Emst & Young LLP ("EY")

Kevin Haywood, EY
1. QUORUM

The Chairman, having noted that the meeting had been convened in accordance with the
articles of association of the Company, and that a quorum was present, declared the
meeting open.

2, PURPOSE OF THE MEETING
The Chairman explained that the purpose of the meeting was to consider the continuing
financial difficulties of the Company and to consider the appropriate course of action for
the Company in view of those difficulties.

3. CONSIDERARTION OF DOCUMENTS

3.1 Copies of the following documents were produced to the meeting:
3.1 the Company's forecast cash flows (the "Cashflow Statemel

107244363833 1



3.2

6.2

6.3

10124436383 3
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3.1.2  areport by Emst & Young LLP ("EY") dated 10 December 2009 entitled "Project
Bark — Contingency planning” (the "EY Report");

3.1.3  anoptions analysis paper by EY (the "Options Analysis"); and

3.14 a letter of advice from HS to the Directors in relation to directors’ duties dated
11® August 2009 (the "Letter of Advice”).

There were also produced to the meeting drafts of the following documents as prescribed
by the Insolvency Rules 1986 (together, the "Appointment Documents™):

321 Form 2.8B "Notice of intention to appoint an administrator by company or
director(s)";

322  Form 2.9B "Notice of appointment of an administrator by company or director(s)
(where notice of intention to appoint has been issued)”;

32.3  astatement for the purposes of paragraph 100(2) of Schedule B1 to the
Insolvency Act 1986 ("Schedule B1"); and

324  Forms 2.2B "Statement of proposed administrator” (the "Consents to Act") from
Roy Bailey, Thomas Andrew Jack and Alan Robert Bloom all of EY (the
“Proposed Administrators"),

FINANCIAL DIFFICULTIES

The Directors considered the Cash Flow Statement and the fact that its parent company,
Abitibi-Consolidated Inc. had confirmed that it would not provide any further financial
support to the Company beyond 22 January 2010. The Chairman reported that, as a
consequence, the Company is unable or is likely to become unable to pay its debts as they
fall due.

DIRECTORS' RESPONSIBILITIES

Each Director conﬁrmed that he had received a copy of the letter of advice on directors'
duties from HS dated 11% August 2009 (the "Letter of Advice") and that he has read and
understood his responsibilities as a director of the Company set out in the Letter of Advice.

APPOINTMENT OF JOINT ADMINISTRATORS

The Board carefully considered the Cashflow Statement and the financial position of the
Company.

The Board also considered the EY Report, the Options Analysis and advice from EY, the
proposed administrators.

The Chairman explained that:

6.3.1 given the existing guarantees and security over the Company’s assels, its cashflow
position and the extent of its liabilities it was not possible to find an alternative
source of funding now that Abitibi—Consolidated Inc. had confirmed it was no
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63.2  the Options Analysis outlined a number of possible administration strategies
which should improve the retumn to the Company's creditors than that which
would be achieved on an immediate closure and liquidation of the Company and
its business. All the options other than an immedjate closure and liquidation of
the business, were predicated on some funding being available to the
administrators. EY have confirmed that Abitibi-Consolidated Inc. had agreed in
principle to provide administration funding of up to £2,000,000 and that
accordingly it was proposed that EY should be appointed administrators to the
Company.

The Chairman reminded the meeting of the need to consider their general duties, including
those contained in the Companies Act 2006, in considering whether an administrator
should be appointed in relation to the Company.

The Chairman reported that HS had performed a search of the Royal Courts of Justice
Central Index of Winding Up Petitions and that no winding up petition had been issued
against the Company.

IT WAS UNANIMOUSLY AGREED THAT the documents considered at 3.1 are true
and accurate, the Company is insolvent and unable to pay its debts as they fall due, and that
it is appropriate that the Directors should seek the appointment of administrators to the
Company as soon as reasonably practicable.

CONSIDERATION OF THE APPOINTMENT DOCUMENTS
The meeting carefully considered the Appointment Documents and noted the following:

7.1.1 the contents of the draft Form 2.9B and the statutory declaration on the second
page are true and accurate; and

7.1.2  subject to the completion of paragraph 8 thereto, the contents of the draft Form
2.9B and the declaration to be made on the second page are true and accurate;

7.1.3  the Proposed Administrators had indicated their consent to act as joint
administrators of the Company by signing the Consents to Act.

Each of the Directors declared that they were not aware of any party who has levied
distress against the Company's assets and/or any sheriff or enforcement officer who has
been charged with executing a court judgment or other legal process against the Company's
assets.

10/24436383 3 3
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8.6

8.7

9.

242

RESOLUTIONS

In the circumstances, and with a view to preserving the Company's assets, IT WAS
UNANIMOUSLY RESOLVED THAT:

the Proposed Administrators be proposed as joint administrators of the Company;
the Directors shall notify on Form 2.8B:

8.2.1 Goldman Sachs Credit Partners L.P., c/o Goldman Sachs & Co, 30 Hudson Street
36" Floor, Jersey City, NJ 07302, USA FAO: Andrew Caditz; and

¢

8.2.2  Wells Fargo Bank, National Association, 45 Broadway, 14th Floor, New York,
NY 10006, USA., FAO: Michael Pinzon,

being persons entitled to appoint an administrator of the Company under paragraph 14 of
Schedule B1 as holders of qualifying floating charges in respect of the Company's property
(together, the "QFC Holders"), of their intention to appoint the Proposed Administrators
as joint administrators of the Company;

the Directors shall notify on Form 2.8B the Company of their intention to appoint the
Proposed Administrators as joint administrators of the Company;

the Directors shall file with the court as soon as reasonably practicable a copy of the Form
2.8B and any document accompanying it;

immediately on the earlier of either:

8.5.1 a period of at Jeast five business days elapsing from the Form 2.8B being deemed
served on the QFC Holders without any of the QFC Holders appointing its own
administrators of the Company; or

8.5.2 the QFC Holders éonsenting to the making of the proposed appointments,

the Directors shall file with the court the requisite Form 2.9B, completed at paragraph 8
thereto, to give notice of the Directors' appointment of the Proposed Administrators as joint
administrators of the Company;

any Director be authorised on behalf of the Directors to complete, and make the statutory
declarations on, the prescribed Forms 2.8B and 2.9B, and complete and sign such other
documentation as may be required, in order to effect the Directors' intention to appoint
joint administrators of the Company; and .

HS, in its capacity as solicitors to the Company, be instructed to carry out all steps required

for the purpose of assisting the Directors with the proposed appomtment of joint
administrators to the Company.

CLOSE OF MEETING

/
There being no further business, the Chairman dEIarzd the meeting ¢ Q :

Chairman

10724436383 _3 4
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From: Besant, Chris

Sent: Sunday, August 08, 2010 12:48 AM

To: Salvi, Lydia )
Subject: FW: Abitibi/Npower -- Cogen Disputed Claim
original email with disclosure request...

Best regards,
Chris

Chris Besant

Pariner

Baker & McKenzie LLP

Brookfield Place, Suite 2100

181 Bay Street, P.O. Box 874
Toronto, Ontario, Canada MS5J 273
Tel: +1 416 865 2318

Fax: +1 416 863 6275

Baker & McKenzie LLP, an Ontario imited tiability partnership, is a member of Baker & McKenzie International, a Swiss Verein.

From: Besant, Chris

Sent: Tuesday, July 27, 2010 3:13 PM

To: Stephen W. Hamilton

Cc: lydia.salvi@bakemet.com; Joseph Reynaud
Subject: Abitibi/Npower — Cogen Disputed Claim

Hi Stephen
In preparation for the call, here are some things we need to discuss.

1. The Claims Process Order requires that the Monitor first attempt to explore resolution of the claim. That has not
happened yet.

2. We have previously advised the Monitor and ACI counsel of our wish to schedule a motion regarding the interim
protection of our claim to ensure that it is not affected by the release in the plan if it is not finally resolved before plan
implementation, and to ensure that there are funds set aside to pay the claim if it is successful. We need to discuss this
generally as it affects the claims hearing process.

3. We do not really have any definition of the issues. The Disallowance Notice was very sketchy outside of quantum and
the status of the guarantee, and we have no response to the Dispute Notice defining the issue. It would be helpful if we could
have a more complete response and a narrowing of the issues.

4. Our unsecured claim was allowed contingent on providing evidence as to the assignment of the Guarantee, which we

provided. We have not had confirmation that the information provided is sufficient and would appreciate confirmation in
that regard. '

5. We need to discuss what sort of process we envisage to resolve the issues in dispute, but that very much depends on
getting your position as to what is in dispute.

6. We have some informational requirements. In particular, we would like to receive the following documentation:
a. Backup to substantiate 14.7 transfer charge deduction of Monitor for value of power plant.
b. Support Commitments from Abitibi Group to BPCL to continue trading from April 17,

2009 until Feb. 2, 2010 and any amendments thereto, as well as Abitibi Bowater group materials
and communications relating to whether to provide such a commitment and the terms and effect

file://C:\Documents and Settings\torazm\Desktop\Abitibi\Exhibit 16--FW AbitibiNpower -... 8/10/2010
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thereof

¢. Abitibi group Board meeting minutes and board and management materials relating between
June to Sept 2009 surrounding (a) the Support Commitment and approval thereof and (b) ACI
decision to terminate financial support for BPCL

d. E and Y report to BPCL board on or around July 2009 re restructuring options for BPCL and
Abitibi Group intemal communications and memos concerning same.

e. Board meeting minutes and board and management materials of the Abitibi Group relating to
the decision to transfer a substantial portion of BPCL s liquid assets to a newly created ACI entity
on the eve of BPCLs shutdown

f. Board meeting minutes of Abitibi Group and BPCL and board and management materials
relating to the decision to shut down BPCL and to file for administration on or about February
2010

g. Proofs of claim of Abitibi Group creditors in the BPCL administration process and in CCAA
process.

We will advise of additional materials as needed, but this is a priority list.

1 look forward to speaking with you.

Best regards,
Chris

Chris Besant

Pantner

Baker & McKenzle LLP

Brookfield Place, Suite 2100

181 Bay Streel, P.O. Box 874
Toronto, Ontario, Canada M5J 2T3
Tel: +1 416 865 2318

Fax: +1 416 863 8275

Baker & McKenzie LLP, an Ontario limited liability partnership, is a member of Baker & McKenzie Intemational, a Swiss Verein.

From: Stephen W. Hamilton (mailto:SHamilton@stikeman.com)
Sent: Tuesday, July 27, 2010 9:33 AM

To: Besant, Chris ’

Cec: lydia.salvi@bakemet.com; Joseph Reynaud

Subject: Abitibi/Npower

Mr. Nuss would prefer to have the call at 3:45. Are you available? If not, we can have the call at 4.

Stephen

Stephen Hamilton
TélfTel : 514-397-3055
hamilton@sti

file://C:\Documents and Settings\torazm\Desktop\Abitibi\Exhibit 16--FW AbitibiNpower -... 8/10/2010
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STIKEMAN ELLIOTT S.EEN.C.R.L., s.r.l./LLP Avocats / Barristers & Solicitors

1155, boul. René-Lévesque Ouest, 40° étage, Montréal, QC, Canada H3B 3V2
www.stikeman.com

MONTREAL TORONTO OTTAWA CALGARY VANCOUVER NEWYORK LONDRES SYDNEY

Ce massage est confidentiol ol peut contenir do Inlormation visde par te secrol profossionnel. Sivous n'en dtes pas lo destinalalre, vouiloz
Supprimar co message el nous prévents immédialement. Toute uiilisation ou communication non aulorisée est nterdilo.

MWBMWmmWWHmmMmWWMMU&WNMB
immediately. Any unauthorized uso of disclosure is prohibled.

file://C:\Documents and Settings\torazm\Desktop\Abitibi\Exhibit 16--FW AbitibiNpower -... 8/10/2010



From: Besant, Chris

Sent: Saturday, August 07, 2010 11:34 PM

To: Salvi, Lydia )

Subject: FW: Cogen Claim vs ACI -Disclosure Repsonse
Disclosure requests and responses are in point 6 a-g below.

Best regards,
Chris

Chris Besant

Partner

B8aker & McKenzie LLP

Brookfield Place, Suite 2100

181 Bay Street, P.O. Box 874
Toronto, Ontario, Canada MS5J 2T3
Tel: +1 416 865 2318

Fax: +1 416 863 6275

Baker & McKenzie LLP, an Ontario limited liability partnership, is a member of Baker & McKenzie Intemational, a Swiss Verein

From: Sean Dunphy [mailto:SDunphy@stikeman.com}

Sent: Friday, August 06, 2010 3:04 PM

To: Besant, Chris

Cc: ‘Leanne Williams'; Joseph Reynaud; Stephen W. Hamilton; 'Sophie Rossignol’
Subject: Cogen Claim vs ACI -Disclosure Repsonse

Chris - | set forth below our response on behalf of the Company to the points raised in the email below (zn
discussed in our call on Tuesday of this week):

"1. The Claims Process Order requires that the Monitor first attempt to explore resolution of the claim. That ==
not happened yet. °

As discussed, we view the process of establishing the claim of Npower against ACI under the Claims Borgrae o

Orders as being the only matter before us at this time. We shall work with you of course to resolve or s i
the hearing you have mentioned regarding alleged priority status arising from allegations of regarding post i
matters. We continue to co-operate with the Monitor in trying to narrow and resolve outstanding issues

“2. We have previously advised the Monitor and ACI counsel of our wish to schedule a motion regarding tne
interim protection of our claim to ensure that it is not affected by the release in the plan if it is not finally resolya
before plan implementation, and to ensure that there are funds set aside to pay the claim if it is successt,;
need to discuss this generally as it affects the claims hearing process. ©

See above. As discussed, we invite you to provide a draft of your motion when you are ready and we cai: sces
narrow issues as appropriate. Justice Gascon is next sitting re Abitibi matters at the end of August and we w1
expecl that a motion served before that time returnable on a date to be fixed by Justice Gascon can be gelive.: ..
reasonably in advance of that hearing with a view to requesling scheduling.

“3. We do not really have any definition of the issues. The Disallowance Notice was very skelchy outside ot
quantum and the status of the guarantee, and we have no response to the Dispute Notice defining the issue i
would be helpful if we could have a more complete response and a narrowing of the issues. *

I think our discussion has narrowed the issues greatly. As previously noted, we have reviewed the informaticr

provided by you regarding the assignment of the guaranty and indicated our satisfaction with it. The issue:;
appear to resolve to a relatively small number;

file://C:\Documents and Settings\torazm\Desktop\Abitibi\Exhibit 17--FW Cogen Claim vs ... &'10/2¢1"
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a) the residua! value of the plant which reduces the “liquidated damages" claimed - the Monitor has described its
methodo!ogy in arriving at that value and listened to your clients explanations for a potentially different value.

The Mon_utor shall be doing follow up investigations to determine whether its view has changed on the matter and
communicate directly in due course. There does not appear to be a significant dispute about whether the residual
value is relevant so much as a dispute as to that value and the Monitor will conlinue to review the matter in light of
the representations made. In this regard, the Monitor was awailing information from your client regarding the
carbon credit issue in order to update its valuation.

b) whether "take or pay” claims can be added to the liquidated damages number or are subsumed within it (we
clearty take the former view - the issue would appear to be primarily a narrow one);

c) whether there is any basis to be claiming post-filing supplies to a non-filing entity (BPCL) under the claims
process; .

These issues - relative to the claims required to be filed under the claims process and dealt with by the Claims
Officer - are separate and distinct from the various matters which you have indicated you wish to bring in a
separate motion. We will work diligently to narrow and resclve these issues regardiess of the outcome of your
motion as and when it is brought.

“4. Our unsecured claim was allowed contingent on providing evidence as to the assignment of the Guarantee,
which we provided. We have not had confirmation that the information provided is sufficient and would appreciate
confirmation in that regard. “

As indicated, we are satisfied with the evidence provided on this Issue.

“5. We need to discuss what sort of process we envisage to resolve the issues in dispute, but that very much
depends on getting your position as to what is in dispute. °

As noted, the Claims Procedure governs the main issues raised in your filed claim described generically in item
(3) above. These will be determined by the Claims Officer. The other matters - oppression, claim for superpriority
status etc - are reserved to the motion which you have indicated you will be filing. Obviously, if there is no order
providing the relief you have indicated you will be seeking in that motion, then our position will be that the

releases to be provided for in the Plan and Sanction Order as well as the Claims Bar orders made will govern.

"6. We have some informational requirements. In particular, we would like to receive the following documentation:
a. Backup lo substantiate 14.7 transfer charge deduction of Monitor for value of power plant. “
The Monitor has provided you with a description of its methodology.

"b. Support Commitments from Abitibi Group to BPCL to continue trading from April 17, 2009 until Feb. 2,2010
and any amendments thereto, as well as Abitibi Bowater group materials and communications relating to whether
to provide such a commitment and the terms and effect thereof*

Npower is a creditor of BPCL who is in administration. Any claims that BPCL may have against ACl or others
along the lines of the allegations raised belong to BPCL and not to its creditors directly. Our position is thus that
Npower has no standing to request or review these documents which in any event relate to the intended motion
and not directly to any claims under the Guarantee.

“c. Abitibi group Board meeting minutes and board and management materials relating between June to Sept
2009 surrounding (a) the Support Commitment and approval thereof and (b) ACI decision to terminate financial
support for BPCL"

Npower is a creditor of BPCL who is in administration. Any claims that BPCL may have against ACI or others
along the lines of the allegations raised belong to BPCL and not to its creditors direclly. Our position is thus that
Npower has no standing to request or review these documents which in any event relate to the intended motion

file://C:\Documents and Settings\torazm\Desktop\Abitibi\Exhibit 17--FW Cogen Claim vs ... 8/10/2010
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and not directly to any claims under the Guarantee.

“d. E and Y report to BPCL board on or around July 2009 re restructuring options for BPCL and Abitibi Group
internal communications and memos concerning same.”

Npower is a creditor of BPCL who is in administration. Any claims !hat BPpL may have against {\.CI or others
along the lines of the allegations raised belong to BPCL and not to its creditors directly. Our position is thus Ehat
Npower has no standing to request or review these documents which in any event relate to the intended motion
and not directly to any claims under the Guarantee. Further, it is our understanding that much of what you seek
relales to negoliations towards a restructuring undertaken between BCPL and Npower - negotiations which your
client was obviously privy to.

"e. Board meeting minutes and board and management materials of the Abitibi Group relating to the decision to
transfer a substantial portion of BPCL s liquid assets to a newly created ACI entity on the eve of BPCLs
shutdown®

We have advised you that the transfer of accounts receivable to which you appear to be making reference was
done pursuant to a Court order in Abitibi's CCAA process and that the receivables were all subject to security held
by the Term Lenders. For further information on the transaction, we would direct you to the court file on the
matler which is available on the Monitor’s web site. Further, Npower is a creditor of BPCL who is in
administration. Any claims that BPCL may have against ACI or others along the lines of the allegations raised
belong to BPCL and not to its creditors directly. Our position is thus that Npower has no standing to request or
review these documents which in any event relale to the intended motion and not directly to any claims under the
Guarantee.

"f. Board meeting minutes of Abitibi Group and BPCL and board and management materials relating to the
decision to shut down BPCL and to file for administration on or about February 2010"

Npower is a credilor of BPCL who is in administration. Any claims that BPCL may have against ACI or others
along the lines of the allegations raised belong to BPCL and not to its creditors directly. Our position is thus that
Npower has no standing to request or review these documents which in any event relate to the intended motion
and not directly to any claims under the Guarantee.

“g. Proofs of claim of Abitibi Group creditors in the BPCL administration process and in CCAA process. *

We have indicated that we are not in a position to discuss resolving Npower claims vs AC| by discussing possible
compromises of claims that other members of the Abitibi group of companies may have in the BPCL
proceedings. We would direct your further questions in that regard to the Administrators of BPCL.

Sean Dunphy
Tel : (416) 869-5662
n) ikeman

STIKEMAN ELLIOTT LLP Baristers & Solicitors

5300 Commerce Court West, 199 Bay Street, Toronto, ON, Canada MSL189
www.stikeman.com

TORONTO  MONTREAL OTTAWA CALGARY VANCOUVER NEW YORK LONDON  SYDNEY

This e-mai is confidentia and may contain piviteged Information.  you aro not an intended recipient, please dolato this o-mail and notify us
immediatoly. Any unauthorized uso os disclosure is prohibited.
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From: Besant, Chris

Sent: Saturday, August 07,2010 11:40 PM

To: 'Scan Dunphy'

Ce: 'Leanne Williams'; 'Joseph Reynaud'; 'Stephen W. Hamilton'; 'Sophie Rossignol'; Spizzirri, Frank; Salvi, Lydia
Subject: COgen re ACI- Disclosurc/Issuc -- Request, Response + Reply

Hi Sean and Joseph

cc ALL

Point 1 and 2 - Motion re Post Filing Supply/Interim Relief --

We would like to arrange with you to have the motion put before the court on Sept 1 for scheduling and interim relief to ensure that
the motion is not rendered nugatory by the plan. We are proposing to circulate that motion to you in draft next week as you
requested. We understand that as long as the motion is served about a week before the Sept 1 scheduling hearing date, that this
will be sufficient time to ensure it is on the docket o be dealt with. If we can work on interim terms with you in the meantime, the
Sept 1 appearance will be shortened. '

Point 3 - Issues
| agree that the discussion was helpful as is your email

On point 3a,(Deduction re Plant residual Value) please nole that our position is not simply that the value of the deduction
is the issue, but whether as a matter of contractual interpretation, any deduction is required at all.
The carbon credit information was provided today.

With respect to your general comment about the status of the Post filing Supply claim, we have not conceded that it is not within
the claims process, and the claims officer while expressing hesitation has not ruled on the point. The uncertainty over whether the
claims officer will deal with it is one reason why the motion is being brought. A second is interim relief. A third is that aspects of
the i9mplementation of the ultimate relief sought may require court orders.

As a general matter, we should highlight that the running through your summary of the COgen claim is that it is a guaranty claim.
Itis not simply a guarantee claim. It is also a tort claim, by way of oppression and otherwise and against directors as well as the
company. A number of your responses 1o the document requests are predicated on what we think is 100 narrow a characterization
of the claim - i.e. missing the second limb of the claim - tortious conduct. We feel that the documents requested are directly
relevant to the alleged tortious conduct, and that COgen is a directly injured party with status to request them.

Point 4 - Assignment
Your confirmation that this issue is now officially off the table is greatly appreciated as it simplifies the materials we are preparing to
deliver to you by August 10 under the claims procedure.

Point 5 - Procedure
As noted above, we have not conceded that the post filing claims issues are outside the claims process and the claims officer has

) not yet ruled on the point, but we agree a motion is also desirable and will be filing one and circulating a draft to you next week.

We have not yet decided if this really makes any difference, but we don't want to concede the point before we have had sufficient
time to consider our view and the nuances of the orders etc. With the effort at complying with the relatively short Aug 10 claims
argument deadline and getling you a draft motion, we will likely not get to a view on that ploint before we file our materials in the
claims process on August 10, but we can discuss it after that.

Point 6 - Disclosure Requests

As a general matter, we do not agree with your positions on declining to make disclosure of the documents requested in points b
through g and reserve the right to rely on negative inferences arising from non disclosure, as well as to seek relief in respect
thereof.

To the extent that the post filing supply issue is part of the claims process if at all, this could also potential cause a delay in the
ability of the claims officer 1o deal with that part of the case on Augusl 26 and 27 while disclosure is being sorted out. it may be
helpful to further discuss this next week.

We also have the following specific responses in addition to anything we may assert in the claims process submissions and
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a - Plant Residual Value Documentation - we think we understand what your position is, but our concern is a practical one. As
we have 1o file materials first, if there is some document you are going to rely on to support your claim, we think it should be
provided now as the time to file reply is extremely shorl. otherwise it might cause a delay in the hearing schedule for August 26
and 27.

b and c. Support Commitments and related Documentation:

As noted above, your definition of the claim as arising solely from a guarantee rather than also sounq;ng in tort and being against
“both the company and directors is in our view too narrow a definition of the issues raised in the proof of claim. The requested
documents are directly and malerially relevant o the tortious claim asserted. As you will see from our claims submission, the BPC
Administrator has indicated that ACI support was not withdrawn until January 22, 2010, leading the board to file for Administration
on Feb 2.

d. EY Reports:

The CCAA debtors appear to have misconceived the request. The BPCL Administrator (EY-UK) has revealed in a report filed
publicly that a specific report was commissioned by the BPCL board in July 2009. That was not a negotiation between BPCL and
COgen, but a report to BPCL by EY-UK prior to it having any formal role in the administration of BPCL. We would like that report
produced. It is reasonable to infer that the CCAA debtors have a copy, and that they can also request and obtain one from the
BPCL administrator. We also would like production of the related correspondence, between any of the CCAA filing entities

and BPCL Management and/or directors, concerning the request for the report, production of the report and the report itself and
action to be taken in response to it, which we believe is similarly in the possession of or obtainable by the CCAA debtors.

There are further reports in October and December referred to in the BPCL Administration. We would like all of the EY UK reports
prior to its formal appointment, and the related correspondence. That material is directly relevant to the tortious claim

asserted, including without limitation to the interpretation of the effect scope and status of the Nov 10, 2009 order transferring BPC
UK assets to an Abitibi newco.

e. Materials re Asset Assignment to Abitibi Newco:

See our comments on points b through d. COgen is asserting a tort claim and has direct status as a result. We have read what i
in the court file re the Nov 10, 2009 motion. There is a reasonable basis for inferences about the objectives and conduct of BPCL
and ACI and their respective directors in that process.

Our clients request concerns information not in those Nov 10 court materials, the existence of which has been revealed through
other sources, including reports of the UK Administrator of BPCL.

f. Materials re Shutdown Decision

See the responses to b through e.

COgen has direct standing to assert a claim sounding in tortious conduct and to obtain documentary evidence reasonably

and materially relevant to that claim. The malerials requested satisfy that threshold.

The BPCL Administrator reveals that EY-UK was retained by BPCL to do a restructuring assessment in July, a contingency
planning report in October and an "oplions analysis™ in December. These materials are represented in board minutes publicly filer
to have been specifically considered and relied on by the BPCL board at the end of January 2010 when it resolved to place the
company in administration. The board minutes specifically also rely on the termination of ACI support for BPCL..

The requested materials appear to exist, are directly and materially relevant to the claim, and it is reasonable to infer that the
CCAA Debtors have them or can obtain them from the Administrator.

g. Claims filed by CCAA Debtors against BPCL during the Administration

The claims are in the possession of the CCAA Debtors. They are directly relevant to a tortious claim asserted. They are not
secrel documents, and are filed in a UK Administration of a sister company of the CCAA Debtors with the sister company of the
CCAA Monitor. Whether or not the CCAA Deblors agree with the claim asserted, there is no doubt they are relevant to that clair

Making disclosure is not an admission of the validity of the claim. It is simply making information available with respect to the
issues raised by each side.

I hope this is of some assistance. We hope that our submissions will assist in refining and narrowing the issues. We look forwar

to continue the dialogue arising from our call which we thought, notwithstanding the areas of difference noted above, was quite
productive.
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Chris

Chris Besant

Pariner

Baker & McKenzie LLP

Brookfield Place, Suite 2100

181 Bay Street, P.O. Box 874
Toronlo, Onlario, Canada M5J 2T3
Tel: +1 416 865 2318

Fax: +1 416 863 6275

Baker & McKenzie LLP, an Ontario limited liability partnership, is a member of Baker & McKenzie Internalional, a Swiss Verein.

From: Sean Dunphy [mailto: SDunphy@stikeman.com)

Sent: Friday, August 06, 2010 3:04 PM

To: Besant, Chris

Cc: ‘'Leanne Williams'; Joseph Reynaud; Stephen W. Hamiiton; ‘Sophie Rossignol'
Subject: Npower Cogen Claim vs ACI

Chris - T set forth below our response on behalf of the Com

pany to the points raiscd in the email below (and discussed in our call on Tucsday of
this week):

". The Claims Process Order requires that the Monitor first attempt to explore resolution of the claim. That has not happened yet

As discussed, we view the process of establishin
before us at this time. We shall work with you

arising from allcgations of regarding post-filing
issucs.

g the claim of Npower against ACI under the Claims Procedure Orders as being the only matter
of course to resolve or schedule the hearing you have mentioned regarding alleged priority status
matters. We continue to co-operate with the Monitor in trying to narrow and resolve outstanding

"2. We have previously advised the Monitor and ACI counsel of our
our claim to ensure that it is not affected by the release in the plan i
ensure that there are funds set aside to
hearing process. *

wish to schedule a motion regarding the interim protection of
f it is not finally resolved before plan implementation, and to
pay the claim if it is successful. We need to discuss this generally as it affects the claims

Sce above. As discussed, we invite
Justice Gascon is next sitting re Abi
to be fixed by Justice Gascon can b

you to provide a draft of your motion when you are ready and we can seck to narrow issues as appropriate.
tibi matters at the cnd of August and we would expect that a motion served before that time returnable on a dat
e delivercd reasonably in advance of that hearing with a view to requesting scheduling.

"3. We do not really have any definition of the issues. The Dis
status of the guarantee, and we have no response to the Disp
more complete response and a narrowing of the issues. "

allowance Notice was very sketchy outside of quantum and the
ute Notice defining the issue. It would be helpful if we could have a

I think our discussion has narrowed the issucs greatly. As previously noted, we have reviewed the information provided by you regarding the
assignment of the guaranty and indicated our satisfaction with it. The issues appear to resolve to a relatively small number:

a) the residual value of the plant which reduces the “liquidated damages” claimed - the Monitor has described its methodology in arriving at that
value and listencd to your clicnts explanations for a potentially differcnt value. The Monitor shall be doin

representations made. In this regard, thc Monitor
valuation.

b) whether "take or pay” claims can be added to the li

quidated damages number or are subsumed within it (we clearly take the former view - the
1ssuc would appear to be primarily a narrow one);
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c) whether there is any basis to be claiming post-filing supplics to a non-filing entity (BPCL) under the claims process;

These issues - relative to the claims required to be filed under the claims process and dealt with by the Claims Officer - are separate and distis
from the various matters which you have indicated you wish to bring in a separate motion. We will work diligently to narrow and resolve the
issues regardless of the outcome of your motion as and when it is brought.

"4. Our unsecured claim was allowed contingent on providing evidence as to the assignment of the Guarantee, which we prov
We have not had confirmation that the information provided is sufficient and would appreciate cogﬁrmation in that regard. *

As indicated, we are satisficd with the evidence provided on this issue.

"5. We need to discuss what sort of process we envisage to resolve the issues in dispute, but that very much depends on getti
your position as 1o what is in dispute. * .

As noted, the Claims Procedure governs the main issues raised in your filed claim described generically in item (3) above. These will be
determined by the Claims Officer. The other matters - oppression, claim for superpriority status etc - arc reserved to the motion which you ha
indicated you will be filing. Obviously, if there is no order providing the relicf you have indicated you will be seeking in that motion, then ou
position will be that the releases to be provided for in the Plan and Sanction Order as well as the Claims Bar orders made will govern.

6. We have some informational requirements. In particular, we would like to receive the following documentation:
a. Backup to substantiate 14.7 transfer charge deduction of Monitor for value of power plant.
The Monitor has provided you with a description of its methodology.

"b. Support Commitments from Abitibi Group to BPCL o continue trading from Aprit 17, 2009 until Feb. 2, 2010 and any
amendments thereto, as well as Abitibi Bowater group materials and communications relating to whether to provide such a
commitment and the terms and effect thereof"

Npower is a creditor of BPCL who is in administration. Any claims that BPCL may have against ACI or others along the lines of the allegatios
raised belong to BPCL and not 1o its creditors directly. Our position is thus that Npower has no standing to request or review these documents
which in any event relate to the intended motion and not directly to any claims under the Guarantee,

"c. Abitibi group Board meeting minutes and board and management materials relating between June o Sept 2009 surrounding
the Support Commitment and approval thereof and (b) ACI decision to terminate financial support for BPCL"

Npower is a creditor of BPCL who is in administration. Any claims that BPCL may have against ACI or others along the lines of the allcgation
raised belong to BPCL and not to its creditors directly. Our position is thus that Npower has no standing to request or review these documents,
which in any event relate to the intended motion and not directly to any claims under the Guarantee, :

“d. E and Y report to BPCL board on or around July 2008 re restructuring options for BPCL and Abitibi Group internal *
communications and memos concerning same."

Npower is a creditor of BPCL who is in administration. Any claims that BPCL may have against ACI or others along the lines of the allegation;
raised belong to BPCL and not to its creditors directly. Our position is thus that Npower has no standing to request or review these documents:

what you scek relates to ncgotiations towards a restructuring undertaken between BCPL and Npower - negotiations which your client was
obviously privy to. ‘

“e. Board meeting minutes and board and management materials of the Abitibi Group relating to the decision to transfer a
substantial portion of BPCL s liquid assets to a newly created ACI entity on the eve of BPCLs shutdown” )
We have advised you that the transfer of accounts receivable to which you appear to be making reference was done pursuant to a Court order lff
Abitibi's CCAA process and that the reccivables were all subject to security held by the Term Lenders. For further information on the tmnsaCﬁg
we would direct you to the court file on the matter which is available on the Monitor’s web site. Further, Npower is a creditor of BPCL who IS%
administration. Any claims that BPCL may have against ACI or others along the lincs of the allegations raiscd belong to BPCL and not to its d
creditors directly. Our position is thus that Npower has no standing to request or review these documents which in any event relate to the intend
motion and not directly to any claims under the Guarantee.

“f. Board meeting minutes of Abitibi Group and BPCL and board and management materials relating to the decision to shut down



BPCL and to file for administration on or about February 2010" 618

Npower is a creditor of BPCL who is in administration. Any claims that BPCL may have against ACI or others along the lincs of the allegatio
raiscd belong to BPCL and not t0 its creditors dircctly. Our position is thus that Npower has no standing 1o request or review these documents
which in any cvent relate to the intended motion and not directly to any claims under the Guarantee.

“g. Proofs of claim of Abitibi Group creditors in the BPCL administration process and in CCAA process. *

We have indicated that we are not in a position to discuss resolving Npower claims vs ACI by discussing possible compromises of claims that
other members of the Abitibi group of companies may have in the BPCL proccedings. We would direct your further questions in that regard
Administrators of BPCL.

Sean Dunphy
Tel : (416) 869-5662
sdunphy@slikeman.com

STIKEMAN ELLIOTT LLP Barristers & Solicitors
5300 Commerce Court West, 199 Bay Street, Toronto, ON, Canada M5L 189
www.stikeman.com :

TORONTO MONTREAL OTTAWA CALGARY VANCOUVER NEWYORK LONDON SYDNEY

This e-mai is confidential and may contain priviteged informaticn. If you are not an intended recipient, please delete this e-mail and notify us
immediately. Any unauthorized use or disdosure is prohibited.
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Notes from Meeting with Barry Benson — 25" September

Site Manager - Paul Doyle

= Met with Paul to discuss latest financial performance of the site and also the
modelling work which aims to provide dynamic price signals to indicate whether it is
cost effective to turn down GT during paper breaks/paper machine outages.

*  Morale on site holding up through current uncertainty at BPCL with shift operators
more concerned with on-going shift pattern issue.

Barry Benson - Financial Controller

See below summary of comments from meeting with Barry. The main item for discussion
was the lack of progress of the parent approaching the loan syndicate on the conditions
for the restructure and hence the delay on it entering operation.

*  BPCL have a "comfort letter” from ABH assuring the board that the ABH will
continue to support the BPCL business should that be required. This expires at the
end of the month. BB assumes a new letter will be provided for the remainder of
2009. The estimated level of support for the FY 2009 is c.£7-8M. BB stated that
the mill had been losing money since the July tonnage price reduction came into
affect.

* The board of BPCL is well connected with the main parent's Chapter 11 tribulations,
containing Jacques Vachon and Jon Melkeson both senior ABH execs. So we can only
assume that the board of ABH is well aware of the impact of the continuing delay on
the restructure.

= BB stated that Close Bros are also chasing him on progress and made reference to
their monthly retainer that is still in place. Perhaps the sole or partial reward to
Close Bros that we have of ten wondered about?

s BB is not that close with the issues in Canada on the loan syndicate but he made
reference to the BPCL issue being one of several equally or more significant items
and a sense that the original collateral provisions were not turning out to be all that
the loan syndicate had originally envisaged and that the approach on the BPCL
requirements could only come out of an overarching settlement of these “other
issues”

s It seems clear to assume the mill will continue into 2010 on the current contract.

* BB made reference to his expectation that this extended duration would count
toward the 3 month period under the restructure and any insistence by NP that the
clock doesn't start until the land etc. is transferred may well be the “straw that
breaks the camels back"!

Page 1 of 1
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Message from the Chairman
and the President and
Chief Executive Officer

AbitibiBowater’s first full year of operation
coincided with an economic slump of
extraordinary proportions, a global credit
crunch, the collapse of the U.S. housing
market, and a continuing decline

in North American demand for newsprint.

We remained focused throughout 2008
on building a stronger, more competitive
organization. Any place where we were
able to exercise a measure of control,
we did so, diligently working to further
reduce costs, improve our manufacturing
platform and deleverage the Company’s
balance sheet. Paper production was
curtailed by some 2 million metric tons;
we surpassed our target of US$375 million
in annualized synergies a year ahead
of schedule; and we pushed ahead
with planned asset sales.

However, as 2009 unfolded amidst a
continuing decline in market conditions —
particularly for newsprint — the challenges
in addressing looming debt repayment
and refinancing issues became
increasingly complex.

812

David J. Paterson Richard 8. Evans
President and Chiet Executive Officer Chairman

Restructuring - best course of action
Following an exhaustive examination of the Company's
recapitalization options over a period of months,

the Board of Directors and management concluded
that the best course of action would be to pursue
an overall restructuring under court supervision.

On April 16, 2009, we announced that AbitibiBowater
and certain of its subsidiaries had filed voluntary petitions
in the United States under Chapter 11 of the U.S.
Bankruptcy Code and that we were also seeking
creditor protection in Canada under the Companies’
Creditors Arrangement Act (CCAA).

AbitibiBowater 2008 Annual Report 1
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Increased focus on exports

We have aggressively pursued opportunities to increase
export sales — a strategic shift that refiects both the
continuing decline in North American newsprint demand
and our desire to further diversify our geographic markets
and extend the Company’s global reach. Export sales now
account for close to 45 percent of newsprint shipments,
and we are also looking to develop overseas markets
for AbitibiBowater's commercial printing papers.

Leveraging our operating flexibility

To take advantage of exchange-rate fluctuations, we have
been leveraging our flexible transborder manufacturing
network by shifting paper production between Canadian
and U.S. mils. A similar strategy was adopted with regard
to fiber costs: When prices for old newspapers and
magazines spiked, we shifted output to facilities using
virgin fiber and vice versa.

Sustainability

Integrating all three pillars of sustainability — environmental,
social and economic — into AbitibiBowater's everyday
business practices is an essential element of our strategy
to build a globally competitive company that can create
enduring value for all stakeholders.

From a social perspective, the Company strives first

and foremost to be a responsible employer. Safety remains
our top priority. Thanks to a concerted team effort,

we managed to reduce the Company-wide Occupational
Safety and Health Administration or “OSHA” incident rate
from 3.06 to 1.95 during 2008, surpassing our target

of 1.8 for the year. However, our success in that regard
was tempered by the severity of some injuries. We believe
that operating without injuries is the foundation of operational
excellence and wil continue striving to reach our ultimate
goal of zero workplace incidents and zero injuries.

AbitibiBowater also strives to be a goo -+
by engaging meaningfully with local cor: -
including Aboriginal peoples.

Climate change is another priority area. Fo .
significant redtctions in greenhouse gas < -
down 52 percent from 2000 levels on an .
and 31 percent on a per-ton basis — w-, ..
the bar by striving to become a carbon-ric1.- -

A significant milestone on the Company'ss_ - -
roadmap was reached in early February 201,
succeeded in having 100 percent of the forssi . .- .
or managed by AbitbiBowater certified to 11 . -
sustainable forest management (SFM) starict

As well, we have been introducing innovat. -
eco-friendly products like our 80 brightness -
offset and laser paper — manufactured vr.i .

fewer trees than traditional offset paper- -

of product stewardship credentials, Abitibit v .-
also ranks among the world's leading recyce - -
newspapers and magazines.

Acknowledgements
Richard B. Evans, an AbitibiBowater direct-- : -
chief executive of Rio Tinto Alcan, was nar -

- of the Board effective February 1, 2009, .

John W. Weaver,

We wish to express our appreciation to cur:*
members of the Board of Directors. The wis: - -

and support they have provided in exceptionat. o
stances have helped maintain the strong ¢

of corporate governance established by oui i+ -
companies. Special thanks are due to Mr. Weas.+
was instrumental in bringing together two lec .
names to form AbitibiBowater. John retired 1 © .
Chairman effective July 1, 2008, continued to s -
non-executive Chairman until January 31, . . . .
has remained a director.
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For the years ended December 31,

in milions of U.S. dollars, except share and per-share dala, ratios and number of sharehoiders)' y 2007
Sales $3,876
Operating loss? $(400)
Net loss? $(490)
Diluted loss per common share'* $(14.11)
Average diluted shares outstanding (in milions)* 34.7
Dividends declared per common share' $1.15
Total assets $10,287
Total shareholders’ (deficit) equity $1,889
Total debt $5,648
Current ratio® 1.0
Capital expenditures, including timberlands $128
Shareholders of record {common stock and exchangeable shares) 2,206
Common stock price range - AbitibiBowater $37.45 - $14.13
Common stock price range - Bowater! $57.62 - $26.87

- On October 29, 2007, Abitibi-Consotdated Inc. (“Abitibi") and Bowater Incorporated ("Bowater”) combined in a mesger of equals with each becoming a

wholly-owned subsidiary of AbitibiBowater Inc. (CAbitibiBowater”) (the “Combination”). The Combination has been accounted for in accordance with Statement
of Financial Accounting Standards No. 141, "Business Combinations.” Bowater was deemed 10 be the “acquirer” of Abitibi for accounting purposes, and
AbilbiBowater has been deemed to be the successor to Bowater for pumposes of U.S. securnities taws and financial reporting. Therefore, our financial highlights
reflect the results of operations and financial position of Bowater tor the periods before October 29, 2007, and those of both Abitibi and Bowater for the periods

beginning on or after October 29, 2007.

2. Operating loss includes a net gain on disposition of assets of $49 milion and $145 mition for 2008 and 2007, respectively; goodwill impaimment charges of
$810 milion in 2008; closure costs, impairment of assets other than goodwill and other refated charges of $481 million and $123 million in 2008 and 2007,
respectively; other severance and termination costs of $5 million and $36 million in 2008 and 2007, respectively; merger-relaled costs of $49 million in 2007

and an arbitration award cost of $28 milion in 2007.

3. Net loss in 2008 includes a $256 milion extraordinary loss (no related income tax benehit), or $4.45 per share, for the non-cash write-off of the canrying vatue of

our limber rights, water rights, leases and hydroelectric assets in the Province of Newfoungland and Labrador,

of Newfoundland and Latwador in the fourth quarter of 2008.
4. The diiuted loss per common share in 2008, before extraocdinary loss of $4.45, was $34.34.
5. Cumrent ratio equals total current assels divided by total current Gabdities.

which were expropriated by the Government

AbitibiBowater 2008 Annual Report 5
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Morningstar® Document Research™
FORM 10-K/A

AbitibiBowater Inc. - ABWTQ
Filed: April 30, 2010 (period: December 31, 2009)

Amendment to a previously filed 10-K




The aggregate market value of the registrant’s common stock beld by non-affiliates of the registrant as of the last business day of the registrant’s most f&ndy
completcd sccond fiscal quarter (June 30, 2009), was approximately $6 million. For purposcs of the forcgoing calculation only, all dircetors, executive officers
and 5% beneficial owners have been deemed affiliatcs.

Indicate by check mark whether the registrant has filed all documents and reports required to be filed pursuant 1o Section 12, 13 or 15(d) of the Securitics
Exchange Act of 1934 subscquenl to the distribution of seeuritics under a plan confirmed by acount. Yes 3 No O

As of February 28, 2010, there were 54,703,212 shases of AbilibiBowater Inc. common stock outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

Nonc.

Source: AbibiBowater tnc . 10-K/A, April 50, 2010
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. The administeation of exccutive and dircclor compensation by the Human R ces and Comy ion Commilice, with assistance from the
Nominating and Governance Commitice and fina) approval by the board.

. The sclection and oversight of our independent registered public accounting Firm and oversighl of public financial reporting by the Audit Commince.

. The evaluation of candidates for board membership and the oversight of the structure and practices of the board, the commiltees and comoratc governance
matters in gencral by the Nominating and Govermmance Committce, including annual assessinent of board and commitice cffectivencss.

Our corporate govemance principles also include, among other things:

. General qualifications for board membership, including independence requil {wilh, ¢ other things, the calegorical standards for board
determinations of independence).

. Director responsibilitics, including board and stockholder meeting atiendance and advance review of meeting materials,
. Provisions for dircctor access to management and independent advisors, and for dircclor oricntation and contiﬁuing education.

. An outline of management’s responsibilitics, including production of financial reports and disclosurcs, implementation and moniloring of intemal controls
and disclosure controls and procedures, development, preseniation and implementalion of stralcgic plans and sctting a strong cthical “1enc at the 10p.”

sployee Code of Conduct
We have adopted 3 code of cthics, which we refer Lo as the “code of business conduct.” that applics to all of our employccs, including cur principal exceutive
officer, principal financial officer and principal accounting officer. The code of busi duct is posted on our website (www,abiribibowatcr.com). We will

disclose amendments 10 our code of busincss conduct and any waivers of its provisions with scspect to the chief exceutive officer, chicf financial officer and
chicf accounting officcr on our website within four business days following the datc of the amendment of waiver.

Board Leadership Structure: Ce ication with Independent Directors .
The Companys busincss is managed under the direction of the board, with the board delegating the management of the Company to the president and chicf
executive officer, working with other executive officers, in a § with the Companys objectives and in accordance with its by-laws. This

delcgation of autharity is not intended 10 minimize the board's supervisory duties, as morc fully set forth in our corporate govemance principles. Mr. Evans, the
Company's clinirman and an independent dircctor, presides over cach board mecting and the separale mectings

-2.
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. management/operating expericnce, such as a chief executive office, chicl operating officer or senior manager

. financialVaccounting expericnee, such as a chief financial officer, certificd financial analyst of chartered public accounting or analyst

The applicable aspects of cach dircctor's expericnce, qualifications and skills that the board considcred i their nomination in light of the forepoing are included
in their individual biographics. It is also desirable that cach member of the board has recent experience as a member of the board of at least onc other company,
preferably a publicly-held reporting company,

Class | Directors
William E. Davis Mir. Davis scrved on Abitibi’s board of dircctors from 2003 ihrcugb the combination.
Age: 68 He was chairman and chicf executive officer of Niagara Mohawk Power Comoration from 1993 to 2002 and chairman of National
. . Grid USA and exceutive dircctor of National Grid (UK) from 2002 10 2003.
Dircctor sincc 2007
He serves on (ke board of CONSOL Energy Inc.
Director Qualifications: . Management/operating cxpericnce — former chairman and chief exceutive officer of a power company
Ruth R, Harkin Ms. Harkin scrved on Bowalcer's board from 2005 through the combination.
Age: 65 She was senior vice president for intcmational affairs and povernment relations of United Techrologies Corporation from 1997 10
. . 2005. From 1993 1o 1997, she was president and chicf excculive officer of the Overscas Private Investment Corporation.
Dircctor since 2007
] She scrves on the board of ConocoPhillips and is a member of the lowa Board of Regents.
Direetor Qualifications: . Politics/government rclations — former scnior vice president for intermational affairs and govemmenl relations for a

: g

publicly-held industrial company; former pr and chief cxcculive officer of an agency of the U.S. government
focuscd on assisting U.S. companics invest overscas

. Professional scrvices ~ former county attomcy for Story County, fowa and former deputy counscl for the U.S. Depariment
of Agricutiure

Source AbitibiRovaler Inc . 10-KIA, Apnl 30, 2010 P aveaet by Jdrangitar” ilce.aneat Heseach s
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Director Qualifications:

Anthony F. Griffiths
Age: 79
Dircctor since 2008

Dircctor Qualifications:

Gary ). Lukassen
Age: 66
Dircelor since 2007

Dircector Qualifications:

« Managementoperating cxpericnce ~ former president and chief executive officer of a publicly-held multinational resources
company

Mr. Griffiths was appointcd 10 the board as of April 15, 2008.

He is an independent busincss consuliant and corperate dircctor, and the Icad dircctor on the board of Fairfax Financial Holdings
Limited. Mr. Griffiths was chaimman of Mitel Corporation from 1987 to 1993 and president and chicf exceutive officer from 1991
to 1993.

Mr. Griffiths also sceves on the boards of Bronco Encrgy Ltd., Northbridge Financial Corporation (no longer a public corporation),
Crum & Forster Holding Corp., Jaguar Mining Inc., OdysscyRe Holding Corp. (no longer a public corporation), Viiran
Cormporation Inc. and The Brick Group Income Fund. He is the chairman of Russcl Metals Inc. and Novadaq Technologics Ine.

He scrved on the boards of PreMD Inc., Cunningham Lindscy Group Inc., Alliance Atlantis Communications Inc., Hub
Intemational Limited, Leitch Technology Comp., Biascarth PVC Ventures inc. and Counscl Cotporation in the last five years.

+ Management/operating expericnce - former chairman, president and chicl cxccutive officer of an international
telecommunications company

Mr. Lukasscn scrved on Abitibi’s board from 2003 through the combination.
He was exccutive vice president, chicf financial officer and a director of Hudson’s Bay Company from 1989 10 2001.

Mr. Lukassen scrves on the board of The North West Company Fund and has scrved on the beards of Siclco Inc. and Spinrite
Income Fund in the last five years,

+ Financial/accounting cxperience —~ chartercd accountant; former vice president, chicf financial officer and a dircetor of 3 large
retail company

-6-

Source AbttiBowater Inc.. 10-K/A, Aprd 21, 2030 Pt &) taagiy Dicument Aeseyen ¥



reeed

833

Class Il Directors

John Q. Anderson
Agce: 58
Dircctor since 2007

Dircctor Qualificaticns:

Richard B, Evans
Agc: 62
Dirccioe since 2007

Dircctor Qualifications:

Saurce AbitibiBowaler Inc.. 10-K/A, Aprd 36 2010

M. Andcerson scrved on Abilibi’s board from 2006 through the combination.

He has been a managing director with Fenway Pariners Resourccs, Inc. and its predeecssors since 1999 and is chairman and chicf
executive officer of BigWheel Partners, Inc.

Mr. Anderson is chairman of the North American Lilectric Reliability Corporation. He is not on the board of any public company
other than AbitibiBowater.

. Management/operating expericnce - held senior positions with U.S. private cquity firms; former senior exccutive with
two U.S. milroad companies

Mt Evans scrved on Bowatcer’s board from 2003 through the combination. He has been the Company"s chairman since February
2009,

He was president and chicf cxecutive officer of Alean Inc. from 2006 until its merger with Rio Tinlo Aluminum in October 2007.
He then served as executive director of Rio Tinlo PLC and Rio Tinto Ltd. from 2007 through 2009. From October 2005 to

Maich 2006, he was chicf operating officer of Alcan Inc. and from 1997 o October 2005, he held scveral exccutive positions with
that company, including cxecutive vice president for aluminum fabrication, Europe; executive viee president for fabricated
products, North Amcrica; and president of Alcan Aluminum Corporation.

M. Evans is chairman of the International Aluminum Institute. He also serves on the board of CGl Inc.

. Management/operating experi - fi president and chief exceutive officer and former exceutive director ofa
large multinational pany
.8-
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The purposcs and responsibilitics of the Audit Committee include:

. Menitoring the integrity of our financial reporting process and systems of imemal conirol, including revicwing our accounting policies, internal auditing
procedures, camings press releascs, quarterly financial statements and the scope and resalts of the annual audit,

. Monitoring the independence and qualifications of eur independent registcred public accouating firm, including approving the non-audit services rendered
by the independent registered public accounting firm and considering the effect of those scrvices on the fiom's independence.

. Monitoring the performance of our internal audit function and independent segistered public accounting firm, including appointing, retaining or replacing
the independent registered public accounting firm.

. Monitering our compliance with legal and regulatory requirements, including cstablishing and maintining p for the

treatment of complaints or concerns regarding accounting or auditing maticrs.

and

Pt

. Providing an open avenuc of communication among the board, management, the independent registered public accounting firm and internal auditors.
The Audit Committee met I times in 2609, including six special mectings.

Nominating and Governance Commiitice

Six dircctors sil on the Nominating and Govemance Commitice, cach of whom the board has determined (o be “independent™ in accordance with the NYSE's
corperale governance standards and our by-laws. The members of the commiltec arc: Jacqucs Bougic (chair), William E. Davis, Richard B. Evans, Anthony F.
Grifliths, Ruth R. Harkin and Joha A. Rolls.

The purposcs and responsibilities of the Nominating and Governance Commitice include:

. Advising the board with respeet 10 the crganization, membership and function of the board and the strscture, membership and operation of committees,
including the idemtification, selection of sccommendation of board members and of board nominees for the anaual mectings of stockhelders.

. Developing and recommending to the board corporate govemance principles and policics.

. Jointly with the Human Resources and Compensation Commitice, asscssing, at least annually, the performance, goals and abjectives of the

f and chicf executive officer and making related rccommendations 1o the board.

. Evaluating and making recommendations for approval by the board, in consultatien with the Himan Resources and Compensation Commiitice, of the
Company’s discctor compensation structure,

The Nominaling and Govemance Commitice will consider di did i ] or proposcd by stockholders where those candidates have been properly
and timely proposcd for nomination o¢ rccomnicnded as prospective nominees by stockholders. The commitice will

-10.
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Executive Officers
Information on our exccutive oflicers is provided under Evecwsive Officers in hiem | of the Original 10-K.,

Section 16(a) Bencficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act of 1934, as amended (the “Exchunge Aci™), requires the Company's dircctors, cxecutive officers and 10%% stockholders to file
reports of holdings and transactions in common stock and exchangceable shares with the SEC. Thosc persons are also required 1o fumish the Company with
copics of all scction 16{a) reposts they file, which we publish on our website at wwvabitibowater.com/investors/see-filings.

Based on a review of the copics of such reports and on written representations from the Company's directors and exccutive officers, the Company belicves that
all scetion 16(a) filing soquirements applicable to the Company’s dircciors, exccutive officers and stockholders were licd with during the most recent fiscal
year, cxcept that, since the combination, Mr. Johnson filed onc late Form 3 and scven late Form ds (two in sespect of individual repontable events and the
remaining five in connection with the vesting of RSUs inilially reporied as derivative sccuritics).

ITEM 11 EXECUTIVE COMPENSATION.
Compensation Commiice Interlocks and Insider Participation

None of our cxccutive officers served as a member of the board of dircctors or the compensation commitice of any entity having anc or more exccutive officers
scrving on the board or the Company's Human Resources and Compensation Commiltee.

Director Compensation
DIRECTOR COMPENSATION FOR 2009
Change In Pentton
Vatue and
Nonquatified
Fees Farned Noa-Equlty Deferred
orPajd ln Stock Option lacentive Plan Compensallon All Other
Name Cash{Ind) Awards Awards Compemation Earningytd) Comp 3 Totsl
John Q. Anderson S 50,000 S — S — S —_ 313 S —_ S 50313
Jacques Bougic, 0.C. 55,000 .- - - - - 55,000
William E. Davis 60,000 -_— - - - —_ 60,000
Richard B. Evans 50,000 - - - 625 - 50,625
Gorden D. Giffin 4,167 -— —_ — — —_ 4,167
Anthony F. Griffiths 50,000 — - — - - 50,000
Ruth R. Harkin 50,000 —_ - - -— - 50,000
Lisc Lachapelte 55,000 —_ - - - — 55,000
Gary J. Lukassen (4, 50,060 - - _ — 50,600
David ). Patcrson - —_ — - - — —_
John A. Rolls 60,600 — —_ 750 —_ 60,750
Paul C. Rivett 50,000 - - .- —_ 50,000
John W, Weaver 59,1661 - — —_— —_ 4,620,000( 4,679,166
Hon. Togo D. West, Jr. 55,000 —_ -— - —_ - 55,000

{1)  The retainer fees of directors Bougic, Davis, GifTin, Griffiths, Harkin, l.achapcllc. Lukassen, Rivett, Weaver and West were payable in cash,
Mr. Anderson clecied to reccive $0% of his foes in cash and defer the remaining $0% of his fees as deferred stock units, or “DSUs™, undcer the
Abitibib. r Quiside Dircctor Defemed Compensation Plan (dcscnbcd below). Messes. Evans and Rolls clecied to defer all of lhcll fees as
DSUs to the AbitibiBowaler Quiside Di Deferred C ion Plan, Dusing 2009, Messrs. Anderson, Evans and Rolls changed their
allocation to cash, as more fully described below.

(2) The dircctor fees arc paid quarterly. A pontion of the fees camed for the second quaries of 2609, however, was not paul as a sesult of” the Creditor
Protcetion Proceedings, as described in frem 1 - Business - Creditor Protection Procecdings of the Original 10-K. D ling on the dircctor, this t
ranged from $2,222 to $2,667. Also, Mr. Giflin's fees carmed for the first quarter of 2009 in the amount of $4,167 were not paid as a result of the Creditor
Protection Proceedings. The directors have an unsccurcd claim for the unpaid amount as part of the Creditor Prolection Proccedings,

(3)  Mr. Giffin resigned from the board on January 22, 2009.

(4)  Asrequircd under SEC rules, all of Mr. Paterson’s compensation from the Company for 2009 is sct forth in the Summary Compensation Table because he 7
is a named cxccutive officer.

(5)  Mr. Weaver continued to serve as non-cxccutive chairman of the board through his resignation from such position effective January 31, 20609 and received
$10.000 for his scrvices in this capacity. He comtintied 10 scecive S10.000 pes month through March 2009, when his fees were adjusted effective April 1,
2009 1o reflect his scrvices as a director. Beginning April 1, 2009 through his resignation from the board on October 31, 2609, Mr. \Weaver reccived a
retaincr foc of $29,166.44 ($4,166.66 per month) for his scrvices as 2 director, $2,222 of which was not paid as described in footrole 2 above.

(6)  Under the Abitibilb3, Outside Di Deferred Comg jon Plan, if a dircctor clects to defer foes and allocate the fees 1o the DSU account, the
dircetor is credited with a number of DSUs deteemined by dividing the allocated fecs by 9524 of the fair market vatue ol‘Comp:xny siock. The amounts
reficcted in the table for Messrs. Anderson, Evans and Rolls represent the value of the 5% discount as above-market camings for the amount of fees
credited to the DSU account on their behalf in the first quarter of 2009.

(7)  The “All Giher Compensation™ columa reficcls a payment of $4,500.000 on January 23, 2009 under his scverance ag; m and a Mc d

of Agreement, dated as of July 29, 2008, as amended on January 21, 2009, covering his Junc 30, 200X tennination as an cmployce. In addition,

Source AbiubiBowales Inc . 1)-K/IA, Apnd 30 2010 P R SO CICIVN NN\ o NE Ly
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Standard Compensation Arrangement
Cash Componcnt with Deferral Opportunity

Compensation payable to AbitibiBowaler's dircctors is based on an annual retaines fec of $50,000 for ali non-cmployce directors, payable in cash. In recognition

of added responsibilities for commitice chairs, the Audit Commitice chair reccives an additional annual fec of $10,000 and other commiltce chairs reccive an

additional annual fee of $5,000. At this time, no additional fecs arc payable to the chair of the board. The Company reimburses all directors for reasonable
penscs i d in ion with altending board and commiltice mecetings.

The directors have an annual opportunity to defer receipt of their cash compensation by participating in the AbitibiBowater Outside Dircctor Deferred
Compcensation Plan, or *Abitibi B Deferred Comy tion Plan”, cffective as of January 1, 2609. The Company established this plan in 2008 creating a
defemal opportunity for cash fees camed beginning with the 2009 calendar year. The AbitibiBowater Deferred Compensation Plan combines features from prior
plans offcred by Abitibi and Bowater for non-cmployce directors. ‘

Deferral Election

o on o

Under the AbitibiBowaicr Deferred Compensation Plan, a director can clect to defer all or a portion of his annual cash compensation for board service. Under
this plan, a dircctor who is a U.S. resident for tax purposcs and clects to defer all or a pertion of his annual cash compensation for board service, can allocate his
defervals in an interest-bearing cash account and/er 8 DSU aceount, Feces subject to a deferral clection arc eredited 1o the elected aecount approximately at the
same time the fecs would have been paid in cash (gencrally, quarterly). On the last business day of cach quarter, the cash account is credited with interest based
on the average balance of the account during such quarter at a ralc cqual 1o the Lipper Moncy Market Fund Index. Fees deferred to the DSU account arc crcdiled
as a number of deferred stock units equal to the amount of such focs divided by 95% of the fair market price, as defined in the AbitibiBowater Deferred
Compcensation Plan, of Company common stock on the last business day of the quaster. On the last business day of cach subscquent quarter, the value of the DSU
account is adjustcd based on coresponding incrcascs or decreascs in the price of Company common stock. In addition, if dividends arc paid on Company
common slock during a quarter, the DSU account is increased on the last day of the quarter by the number of shares that could be purchased with the amount of
dividends otherwisc payable as of the dividend record date, based on the stock price on such date. Originally, the directers® clections to allocate deferrals between
the cash account and DSU account were also irrevocable such that they could not change their allocation clections during the ycar. However, in Junc 2009, the
board amended the AbitibiBowater Deferred Compensation Plan to allow the directors to change their clections to allocale deferrals between their cash and DSU
account as applicd to their fees that had not yet been credited to the AbitibiBowater Deferved Compensation Plan. For example, if, in 2008, a director clected to
have all or a portion of his 2009 fees deferred and crediled to the DSU , that clection was irrevocable when madc in 2008. As a sesult of the amendment
1o the AbitibiBowatcr Deferred Comp ion Plan, 3 dircctor was authorized to change his DSU account allocation to the cash account for his fees for the
sccond, third and fourth quarters in 2009. Howcver, his fees credited to the Plan in the first quarter of 2609 remained allocated to the DSU account and were not
impacied by she allocation clection change.

<13
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delisting of the Company”s stock from the NYSE and TSX, no cquity-based awards were granted in 2009. Given the Creditor Protection Procecdings, the
Company continucs to revicw all of its oplions with respect 1o dircciors’ compensation. New o1 modificd dircctors® compensation amangements, if any, may only
be adopted and imph d pursuznt to court order, 3 confirmcd plan or plans of rcorganization, or after cmerpenee from the Creditor Peoicction Proccedings.

Stock Ownership Guidelines

AbitibiBowatcr has cstablished stock ownership guidelines for discetors to ensurc that the directors would also be stockholders, thereby aligning their inlerests
wilh those of the stockholdess. However, measurements of compliance with existing guidclines have been suspended in light of cquity markel condilions and the
Cieditor Proicction Procecdings. The Company expects to sevisit and review the stock ownership guidclines afier emergence from the Creditor Protection
Proceedings.

Compensation Discussion and Analysis
Overview

As discussed in Jtem I ~ Business ~ Creditor Protection Proceedings of the Original 10-K, AbitibiBowalcr and certain of its subsidiarics arc restructuring in
conncction with the Creditor Protecticn Proceedings. As a result, AbitibiBowater’s priority has been to cvaluate, restructure and reposition its busincsses for
emergence. Cash prescrvation has been chicf among AbitibiBowater®s goals during the Creditor Protection Proceedings, which led toa suspension of the annual
bonus comp of the ive compensation program for 2009. as more fully deseribed below. In addition, in 2009, AbitibiBowater did not grant any cquity
awards, which were previously a significant componcnt of the program. Further, cven though management incentive plans rewarding performance during the
reorganization arc often adopted by companics restructuring pursuant 1o Chapter 11, the Human Resources and Compensation Commitice, upon management’s
recommendation, decided not 1o adapt such a plan. The impact of the Creditor Protection Proceedings and the Human Resources and Compensation Committee's
decision to not implement the benus and cquity award components of its compensation program or offer a management incentive plan during the seorganization
proccedings has lod 10 a significant decrease in total compensation in 2609, Given the Creditor Protection Proceedings, the Company continucs to review all of
ils options with respeet to executive compensation, Any new or modified executive compensation arrangements may only be adopicd and implemented pursuant
to court order, a confirmed plan or plans of reorganization, or aflcr ecmergence from the Creditor Protcction Procecdings.

As a result of the foregoing, this year’s Compensation Discussion and Analysis focuscs on the 2009 compensation paid in 2009 as well as a discussion on the
compensation structure as adopted by AbitibiBowater at the time of the combination and described in Jrem ! — Business - Creditor Protection Proceedings of the
Original 10-K. This discussion is intcnded 10 provide a better understanding of the Companys exceutive compensation program as impacted by the Creditor
Protection Proccedings.
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Role of Hi R and C fon Committce and C

s

tion Consulrants

"

At the beginning of cach ycar, the Human Resources and Compensation Committee, with the assistance of the Nominating and Govenance Commiitee, assesses
the performance goals and objectives of the president and chief exccutive offices and makes recommendations to the board a5 lo the amounts and individual
elements of his total compensation. The independent direclors of the board ultimately approve the final compcnsation package for the president and chicf
exccutive officer. For the Company’s other exccutive officess, namely the chicf financial officer and the cxccutive officers who report dircctly to the president
and chicf executive officer, the Human Resources and Compensation Commitice cvaluatcs and approves all compensation packages and awards.

The Human Resources and Compensation Committee has, as part of its charter, the authority 10 select and retain its own independent advisors to provide
guidance on the compelitiveness and approprialencss of the compensation programs for the president and chicf executive officer and the other top exccutive
officers. This advice typically pertains to basc salaries, short- and long-1crm incentives, pension design, benefits, perquisites, employment and change in control
provisions, analysis of performance factors uscd to determine incentive awards and payouts and related pay-for-performance analysis.

Mercer Human Resource Consuiting, or “Mercer™, provided assistance in developing a 2009 annual incentive program. Howcver, the Human Resources and
Compcensation Committce decided not to implement the program. In 2009, Mercer was engaged 10 gather information and provide advice and counscl on various
exccutive compensalion matters rclated to posi-cmergence issucs.

While external information and advice have been used in the ongoing assessment of the cxecutive compensation programs, the Human Resources and
Compensation Commiltec and the board retaincd the full responsibility for all decisions related 10 the Company"s compensation programs and plans as well as
their implementation, .

Campensation Siruciure
2009

Tn prior years, the Company and its predecessors uscd a pay-for-performance framework. Since 2008, as a result of market conditions and various decisions made
by the Human Resources and Compensation Committee, the Company delivered total camed pay to named exceutive officers at levels well below what was
intended or expected. In prior years, the compensation framework of the Company included a weighted mix of the following clements: basc salary, 2n annual
bonus, cquity awards, retirement benefits, centain perquisiles and severance/change in control amrangements. With the market deterioration and the Creditor
Protcction Proceedings, the Human Resources and Compensation Commitiee decided to prescrve cash and minimize business risk by climinating the annual
bonus and cquity award clements of the compensation package until emesgence from the Creditor Protection Procecdings. In addition, it decided not to offera
management incenlive plan in 2009. The following discusscs cach clement of compensation paid in 2009, the teason the Company paid cach element, and how it
was determined.

-17-
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In the cvent of a change in control, AbitibiBowater belicves that the interests of stockhiotders will be best scrved if the interests of the Company's scnior
executives are aligned with them, and providing change in control bencfits should climinate, of at Icast seduce, the reluctance of scnior cxeculives (o pursuc
potential change in control transactions that may be in the best interests of stockholders.

The named excculive officers generally retaincd the severance and change in control benefits that Abitibi or Bowater, as the case may be, provided them. These
benefits are further described below in Severarce and Change in Contrul Arrangements. However, like all other elements of the exccutive compensation
program, the naturc and scopc of these benefits arc under review as part of the plan or plans of reorganization. Further, severance and change in contral benefits
would not be paid to the Company’s named exccutive officers as a result of the Creditor Prolection Proccedings, cxcept pursuant to a court order or a confirmed
plan or plans of reorganizalion.

Peryuisites
The named exccutive officers arc entitled to receive a $12,000 sllowance per year lo cover perquisiics, which altowance is intended to cover expenses for fiscal
and financial advice, tax preparation, and such other perquisites as chosen by the executive. If an exceutive requircs lax preparation assistance for tax filings in
both the U.S. and Canada, the exceutive is entitled to an additional benefit of up to §5,000 to cover the costs of this tax assistance, The Company also provides
named exceutive officers with a comprehensive annual medical examination. The Human Resources and Compensation Commiltee has the discretion to approve

additional perquisites from time to time. The named exccutive officers arc responsible for any tax consequences related fo their usc and receipt of the perquisites.
The Company docs not provide any additional tax gross-ups for any perguisitcs.

Intended Compensation Structure

To provide a better understanding of the Company’s intended compensation program, it is useful 10 look back at the elements of exccutive compensation set by
the Human Resources and Compensation Commitiee in 2608, In 2008, in addition to the above clements, the Human Resources and Compensation Commitice
provided an annual bonus cpportunity and cquity awards. As a result, in 2008, the weighted mix of the clements discussed above, the annual bonus opportunity
and cquity awards was as follows. The mix for named cxceutive officers favered a predominately performance-based and long-term compensation package while
lower levels of management reccived a greater portion of their compensation in base salary and annual incentives.

Mid/Long.

Base Anaual Term

Leved Salan 1 " 1 1,

President and Chlef Executive Officer 23% 18% 5%
CFO ISenj)or Vice Presidents (Ncwsprint & Commercial Printing and Coated

Papcrs)’ 34% 24% 2%

Senlor Vice Presidents (Wood Products ) 39% 23% 38%
Senior Vice Presidents (Support Functions) & Vice Presidents (Newsprim &

Commcreial Printing and Coalcd Papers) 43% 19% 38%

Viee Presidents (Direet Reports to Scnior Vice Presidents) 57% 21% 22%

(1)  During the restructuring process, the exceutive team was downsized. The senior vice president, newsprint was appointed excculive vice president,
operations and salcs and, as such, is responsible for all paper products, and the senior vice president, commercial printing and coated papers was appointed

exeeutive vice president, human resources and supply chain. Their compensation mix has remaincd unchanged despite their respective expanded
responsibilitics.
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reporting manager. At the end of the calendar ycar, a potcntial bonus for cach panticipant was calcutated bascd on the results for the other four metrics:

Opcrational Excelience, Cash ROCE, Operating Profit and the Financial Reduction Factor. Participanis in the 2008 Annual Incentive Plan were cligible to

seccive up to 80% of the computed payout bascd on the results of the performance goals. The remaining boaus portion of 20% was discretionary and could

be camed in part, in full or in cxcess of 20% bascd on individual performance.

. Synergy Attainment—In addition to the regular bonus, a separate award was based on synergy attainment, which we refer to as the “Synergy Bomus.”

Final savings were bascd on the annualized quarterly run rate for the last quarier of 2008, which is the average ongoing costs for that quarter multiplied by

four, and is comparcd to the 2006 ycar-cnd bascline for syncrgy calculation,

. Finonclal Reduction Factor—Bonus results under both the 2008 regular boaus and the S;mcrgy Bonus could be reduced by 56% for the top exccutives

the Company's cash position (cash from opcrations minus capital expenditures) was negative.

The Human Resources and Compensation Committee had discretion to adjust any or all awards based on any individual non-financial goals cstablished for the

il

exceutive officers. These goals were qualitative in nature and did not contain any speeific quantitative tasgets or thresholds, No specific weighting was assigned
to any particular non-financial goal. The Human Resources and Compensation Committee also had discretion fo cancel any or all awards despite achievement of

performance measurcs. On management’s rccommendation, the Human Resources and Compensation Committee utilized iis discretion to apply additional
conditions for payment of the 2008 banus, which conditions were not met. As a result, the Company did not pay a bonus for 2008 performance.

Eyuity awands

AbitibiBowater adopted the 2008 Equily Incentive Plan 1o cnable the grants of common stock-bascd awards to cmployces. When the plan was adopted, the
Company intended to make equily awards to exceutive officers at the Human Resources and Compcensation Committee's first or sccond mecting cach year
following the availability of the financial resulls for the prior year. This would have permiticd the Human Resources and Compensation Committee to consider
the prior ycar’s performance and expectations for the current ycar. Equity awards are gencrlly based on a pereentage of salary, but can be adjusted on a
discretionary basis, bascd on past year's performance and other pentinent factors. The 2008 awards were made as carly as practicable in the year in order 10
maximize the positive incentive componcnt associated with the awards, The board had intended that the 2008 grants of restricted stock units, or “RSUs™, and
stock option awards would not only retain their initial value, but also serve 1o deliver long lasting appreciation to recipients so that 2008 grants made would
represent a large pan of the overall total long-term compensation package. However, thosc awards lost almost all of their value. As 3 result of the Creditor
Protection Proceedings, sctilement of the awards will be made only pursuant to a court order or a confirmed plan or plans of reorganization. In addition, claims
apainst the Company arising under these plans may be subordinated in right of payment to claims of gencral unsecured crediters pursuant 1o provisions of the
U.S. Bankrupicy Code.
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Tabular Disclosurc of Executive Compensation

The foltowing table scts forth information conceming all compensation camed by the Company’s named exceutive officers for 2009, 2008 and 3007

MM OMPENS
Chantge lo Pensloa
Value and
Nonqualified

Name sed Nen-Fquity Deferred

Priacipal Stock Option faccnthve Plao Compeasatlon All Other

Poulilca Year Salary Bonust! ) Awardsi2) Anardst?) C fon(é Earnlaps$) Comp lomé) Tota)

David J. Paterson. 2009 900000 S — s - S - $ - S e ) 195455 S 1,095,455
President & 2008 900,000 - 1,493,770 1,174,960 — —_ 519,14 4,087,844
Chicl Exceutive 2007 500,000 380,970 1,299,065 421,336 174,834 420372 3,602,577
Officer —

William G. 2009 425,000 - - - — 67."{}' 101,393 593,565
Harvey, 2008 425,000 - 442,337 347,850 - —_ 194,069 1,409,256
Exccutive Viee 2007 375,652 377,728 474,492 47,808 46,922 80,881 189,295 1,592,775
President and
Chicf Financial
Officer

Plerre Rougeau, 2009 450,000 -— - — - 356515 118,858 925,406
Exccutive Vice 2008 450,000 —_ 442,337 347,850 —_— — 15,287 1,255,474
President, 2007 431,104 287,981 217,654 144,802 95,853 196,691 19,681 1,393,766
Opcrutions and
Sales

Alain Grandmont, 2009 425,000 — - — 727.3-“ 18,610 1,170,953
Exccutive Vice 2008 425,000 - 442,337 347,850 -- - 16,260 1,231,447
President, 2007 403.119 19934} 180,970 120,672 118,278 253,536 12,556 1,288,469
Human
Resources and
Supply Chain

Jacques P, 2009 340,000 - — — — 477,799 13,779 831,578
Vachon,

Senior Vice
President
Corponate
Affairs & Chic
Legal Officer’

James T. Wreight, 2009 340,000 — - - - l2.83.(‘ 85,103 437,939
Senior Vice 2008 340,000 —_ 295,372 231,900 -- 318.686' 295,088 1,481,046
President - 2007 312,859 342,802 238,717 41.576 39,466 113,020 42,982 1,131,422
Human .

Resources

Jon Mcikerson, 2009 325000  78,376" - - — 186,584 97,219 687239
Vice President,
lnlcmaliorl and
Pulp Sales

(1} Amounts in this column refleet non-performance based bonuses such as retention or other aedf fioe bomases.

(2)  Amounts in this column ecflect the aggregate grant date fair value of RSUs granied in 2007 and 2008. No RSUs were granted in 2009.

(3} Amounts in this column sefiect the aggregale grant date fair value of nonqualificd stock oplion awards. No stock options were awarded in 2009.

(4)  Noannual bonus was paid in 2009 for 2008 performance and an annual bonus
restructuring, as further deseribed above in Compensation Discussion and A

(5)  Amounts in this column rcflect the actuarial incecase in the present value of the named exccutive ofTi

U.S. supplemeniat, Canadian regisicred (i.e., tax-qualificd) and Canadian supplemental pension plan
onsistent with thosc uscd in the Com,
flccted in the 1abic for 2009 are a
Mclkerson, and pantially anributable 1o such changcs in the casc of Messrs. Harvey,

using intcrest rale and morality rate
assumptions changed, and the

assumplions ¢
T

nalysis,

program was not established for 2609 perft

¢ duc to Ci

7

iccrs” benefits under applicable U.S. tax-qualified,

s cstablished by Abitibi, Bowater or AbitibiBowater
pany’s financial statements. [n 2009, the intcrest rate and mortality
fiributable 10 such changes in the case of Messrs. Rougeau and
Grandmont and Vachon. For Mcssrs. Harvey, Grandmont and Vachon,

the actuarial increasc is also attribuiable to their additional aceruals. There were no above-market of preferential carnings on nenqualificd deferred

compensation for the named exceulive officers in 2007, 2008 or 2009. A discussion of pension bencfits is provided after the Pension Benefits Table below,

(6)  Amounts in this column include the foltowing contnibutions 16 defined conteibution tetircment plans:
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(7)  This amount represenis a Cdn$S100,000 discretionary performance and retention award granted 1o Mr. Melkerson on January 30, 2609. This amount was
converted to U.S. dollars at the ratc of $0.78376 on the date of payment. If Mr. Mclkerson had Icfl the Company at any lime during 2609, the bonus was to
be repaid to the Company.

(8)  Duc to a change in measurement date as required by FASB ASC 715, “Compensation — Retisement Bencfits™, the value of benefits acerued in 2008 is the
annualized value of the total benefits accrucd between Scptember 30, 2007 and December 31, 2008.

(9)  Messrs. Vachon and Mclkerson were nol named excecutive officers of the Company in 2007 or 2008, In accordance with existing SEC guidancc, their 2007
and 2008 compcensation is not reported in the Summary Compensation Table.

(10) Mr. Wright resigned from the Company duc to retirement, effective January 1, 2010.

Narrative Disclosure to Summary Compensation Table

The following is a discussion of the policics and agreements goveming the compensation awarded 1o AbitibiBowater's named executive officers, as set forth in
the Summary Compensation Tablc above. Compensation to which a named cxeculive officer may be entitled upon a scverance from employment, whether or not
in connection with a change in control, is addressed below in Severance and Change in Control Arrangements.

B cash i ive ¢ tion and equity awanls

(

In 2007, bonuses were paid 1o Messts. Patcrson, Harvey and Wright pursuant fo the 2007 Bowater Incorporaied Annual Incentive Plan and to Messrs. Rougcau
snd Grandmont pursuant to the 2007 Abitibi-Consolidated Inc. Annusl Bonus Plan. In 2008, the framework for a bonus program was sct forth in the 2008
AbitibiBowater Annual Incentive Plan, but bonuses and cash incentive compensation were not paid to the named exceutive officers for 2008 performance. As
noted above under above Compensation Discussion and Analysis, the Human Resources and Compensation Commitice, on management’s recommendation,
conditicned payment of the 2008 bonus on two consecutive quarters of nct positive operating cash flow in 2009, which condition was not achieved. To preserve
cash and align named excculive officer compensation with the interests of AbitibiBowater stockholders, the Human Resousces and Compensation Committce
clected not to cstablish a bonus program for 2009 performance. Morcover, although equity awards granted in prior years (up to and including 2008) lost their
initial value before 2009, the Human Resources and Compensation Commitice elected not to award any acw equity grants in 2009 in light of the above
considerations.

Employment agreements and offer lenters

AbitibiBowater has cntered into writien cmployment agreements or offer letters with all named executive officers. The maicrial tesms of czch cmployment
agreement of arrangement are identificd below, but any severance armangement to which a named exceutive officer may be subject upon certain termination
cvents, whether o not in connection with a change in conirol, is described below urder Severance and Change in Control Arrangemens.

Messrs, Paterson, Harvey and Wright

From May 1, 2006 until the closing of the combination, Mr. Paterson scrved as president and chicf exccutive officer of Bowaler pursuant {o the lerms of an
cmployment agreement, which continues in effect with AbitibiBowater. M. Harvey and Mr. Wright cach catered into an employment agreement with Bowater,
also continuing in cflect with AbilibiBowater after the closing of the combinati However, M - Harvey and Wright were cach provided offer Ietters by
AbitibiBowatcr, cstablishing post-combination basc salary, bonus tanset levels and addressing specific perquisites. [n addition, AbilibiBowater provided

Mr. Harvey with a new employment agreement.
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Equity Awards
F Y - 9
Option Awards Slock Awards
Nomber of Securities Underylag Equity Ineentive
Unerercised Optioas Equity Inceative Phag Awards:
Fquity Plan Awards: Market
'":T::;‘ Plan Numberof ok Number of Value of
Grant Uacarned Sha:: or.;lnlu \“a!:e :‘( Uncarned Uncaracd
Name Date  Ezerciuable Uacserdsable Qptians Optlon Optlon  of Stock That Shaccs or Units  Ualts That Units That
Exzercise Explratica Ilave Not Thal Have Nave Noy Have Not
Price Date Vested(2) Not Vested Vested2) Vested
DavidJ.
Paterson  05-01-06 130,000 -— — § 5274 05-01-2016 —_ —_ — (3 —
01-30-07 16323 8,160(M —_ 53.60 01-30-2017 8,079 889 -— —_
06-04-08 38,000 114,000t4 —_ 13.08¢® 03-25-2018 59,089 6,500 59,089 6,500
William G,
Harvey 01-25-00 5,200 - —_ 92.31  01-25-2010 - —_ —_
05-10-00 4,212 - - 10546  05-10-2010 —_ —_ —
3 01-30-01 5,200 - — 99.87  01-30-201% - — —_ —_
4, 01-29-02 5,200 —_ - 9043  01-29-2032 _ —_ —_ —
' 01-28-03 5,00 - — 7835  01-28-2013 - — —_ —
01-27-04 5,200 - — 86.58 01-27-2084 - —_— —_ —
01-25-05 5,200 — - 71,72 01-25-2018 —_ —_ — —_
05-10-05 5,200 — - 61.67  05-10-201$ - — - -
05-10-06 3,003 — —_ 50.67 05-10-2016 — — — —_
01-30-07 1,826 9§31H —_ 53.60 01-30-2017 1,207 188 —_— —
06-04-08 11,250 33,7501 - 13.08% 03.25-2018 17,498 1.925 17,4979 1,925
Plerre
Rougeau  09-04-01 11,270 - - 20421 09-04.201) - —_— — —_
02-26-02 4,696 — _ 222.96® 02-26-2012 —_ — —_ —
03-04-03 6,261 —_ _ 183.62(9 03-04-2013 — —_ —_ —_
02-24.04 4,070 - — 174.92) 02.24-2014 —_ —_ — —_
03-01-05 5,635 —_ —_ 102.441) 03-01.2015 —_ —_— —_ —_
02-28-06 4,695 1,566 - 67.96% 02.28-2016 -— —_ —_ —
03-06-07 3,756 3,757 - 54.90° 03.056-2017 —_ — — —_
06-04-08 11,250 33,7500 —_ 13.08¢9 03-25-2018 17,498t 1,925 12,4979 1,925
Algin
Grandmont 02-28-00 1,928 - — 224.63» 02-28-2010 — — _ —
02-26-01 3,023 - - 197.019) 02-22-2001 — —_ — _
02-26-02 3,757 - 222,96 (02-26-2012 - - — —_
03-04-03 4,696 —_ -— 183.62) 03-04-2013 —_ — — —
02-24-04 4,070 —_ — 174.92% 02.24-2014 —_ —_ - —_
03-01-05 5.635 — —_ 102.44t»  03.01-2015 —_ - _ -
02-28.-06 4,695 1,566 — 67.963 02-28-2016 - - - —_
03-06-07 3,130 31318 — 54.90» 03-06-2017 - - — —
06-04-08 11250 33,7500 -— 13.08¢) 03-25-2018 17,4985 1925 17,4979 1,925
Jacques P
Vachon 02-28-00 2273 — — 224.63 02.28-2010 — —_— — —_
02-26-01 2,868 — — 197.010  02-27-201) —_ —_ —_ —_—
02-26-02 3,157 - — 222,969 02-26-2012 - — -_ —_
03-04-03 344 - - 183.62 03-04-2013 - —_ —_ —_
02-24-04 3431 - —_ 17492 02-24.2014 —_ —_ —_ —_
03-01-05 3,757 —_ -—_ 102.44% 03-01-2015 —_ —_ —_ —_
02-28-06 3,287 1,096!9 —_ 67.96® 02-28.2016 —_ — — —_
03-06-07 2,348 2,348 —_ 54,900 03-06-2017 —_ — —_ —_—
06-04-08 5750 17,2509 — 13.089) 03-25-2018 8,945 984 8,9446) 984
James T.
Wright 01-25-00 7.800 - —_ 9231  01-25-2010 - — — —
05-10-00 4,888 — — 10546  05-10-2010 —_ - —_ -
01-30-01 7.800 - - 99.87  01-30-2011 - - - -
01-29.02 7.800 — — 9043  01-29-2012 — - —_ -
01-28-03 7.800 —_ - 7835 01-28-2013 - —_ - -
01-27-04 7,800 —_ - 86.58  01-27-2014 — - o -
01-25-05 7.800 — —_ 71,72 01-25.2015 — -— - —
05-10-06 2610 — —_ 50.67  05-10-2016 - — - -
01-30-07 1,588 794h —_ 53.60 01-30-2017 1,484t 163 - -
06-04-08 7.500 22,5001 — 13.08'6 03.25.2018 11,6849 1,285 11,684t 1.285
Jon
Melkerson 02-28-00 270 — —_ 224.63 02.28-2010 —_ — —_ —_
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(4)  Each option vesis ratably over a four-year period.

{5} The 2008 RSU awards arc scheduled to vest on December 31, 2010 as follows, I the executive remains employed, 50% of the RSU award will vest. [f the
Company’s financial results meet or exceed specified thresholds over a 3-year performance period from 2008 to 2010, the remaining 50%% of the RSU
award will vest. At this time, the Company docs net cxpect the performance thresholds to be met, in which casc only 50% of the RSUs are anticipated 10
vest on December 31, 2010,

(6)  The exercise price for the options was computed using the average of the high and low stock price as quoted on the NYSE on March 25, 2008, which was
the dale the options were issued to employces; however, in accordance with FASB ASC 718, Comy ion - Siock Comp ion, the grant dale fair
value was determined on June 3, 2008, which was the date of sharcholder approval of the 2008 Equity Incentive Plan,

ON CISESAND S A%

Nonc of the named cxccutive officers excrcised any stock eptions during the fiscal ycar crded December 31, 2009. Other than RSUs subject 1o vesting and
seitlement upon achicvement of synergy thresholds cstablished following the combination (referred Lo as Synergy RSUs), RSUSs that vested in 2009 before the
Crcdilor Protection Proceedings began were sctiled in AbitibiBowater common stock. However, as a result of the Creditor Protcction Proceedings, no other stock
awards that vesied in 2009 were scitled. The remaining vested stock awards will be settled, if at all, pursuant to the tenms of a confirmed plan or plans of
reorganization.

Stock Awards
Nomber of shares Value realized
ecquired an vesting on vesting

Name J) ss!

David J. Patcrson 36,263 $ 26,755
William G. Harvey 3,261 2,285
Pierre Rougeau 4,889 5384
Alain Grandmont 4,066@ 447@
Jacques P. Vochon 3,020 3354
James T. Wright 2,8370 1,988
Jon Mclkerson 1,280 14169

(1) David J. Patcrson: 8,079 RSUs (valued at $6,181) vested on January 30, 2009. In addition, 28,184 Syncrgy RSUs (valued at $20,574) vestcd on March 17,
2009 upon achicvement of documented post-combination synergies of more than $300 million, but wete not immcdiately seuled and, due to the Creditor
Protection Proccedings, are nol permitted to be scriled cxcept pursuant to a court order of a confirmicd plan or plans of reorganization,

William G Harvey: 1,554 RSUs vested on January 24, 2009 and 1,707 vesied on January 30, 2009.
James T. Wright: 1,352 RSUs vested on January 24, 2009 and 1.485 vested on January 30, 2009,

{2)  These RSUs were granicd on March 6, 2007 under the Abitibi-Consolidated Inc. Restricted Share Unit Plan and all RSUs vesied on December 31, 2009,

(3)  The stock prices used in calculating the value scalized were the average of the high and low sharc prices, as quoted on the Pink OTC Markets Inc.
quotation scrvice, or “Pink Sheets™, on ihe following vesting dales:

*  January 24, 2009: $0.630 (price as of Friday, January 23, 2009)
¢ January 30, 2009: $0.765
*  March 17,2009 $0.730

(4)  The stack price used in calculating the value realized was the closing price of Company shares, as quoted on Pink Sheets on the vesling date (S0.110 per
share).

Pension Benefits

The table below shows the present value of accumulated benefits payable to each of the named excoutive officers, including the number of ycars of service
credited to them under cach applicable plan, The benefits were determined using the interest rates and mortality rate assumpiions consisient with those used in
the Company’s financial statcmceats.
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Bowater changed its retirement program by shifting to a predominantly defined contribution cnvirenment from a iraditional defincd bencfil pension cavironment.
In this regard, cffective January |, 2007, the Bowaler pension plan was frozen to new catrants and to certain current employces who did ot meet a threshold
cligibility requirement for comtinucd participation (dctcrmined as of December 31, 2006). For thesc affected individuals, including Messrs. Patcrson and Harvey,
retirement bencefits were provided through a acw enhanced defincd contribution program described below. Mr. Wright was not among those determined as of
Dceember 31, 2006 to have been affected by this freeze and he continued to accruc benefits until December 31, 2007 (at which time his beacfits were frozen
under the Bowalcr pension plan).

Pension Formula

The Bowater pension plan provides an age 65 pension benefit cqual 10 52.5% of a panticipant’s fina) average monthly compensation, proportionatcly reduced for
cach ycar of bencfit service less than 35 years, minus 50% of his primary Social Sccurity benefit, proportionatcly reduced for cach year of benefit service less
than 35 ycars. Panticipants with at lcast 10 years of service can begin this bencfit, unreduced, a1 age 62. The plan also provides for a reduced carly retirement
benefit if the participant has attaincd age 50 and completed at least 10 years of service. The carly retirement reduction is 4.5% per year before age 62.

The definition of compensation under the Bowater pension plan includes basc salary and any annual inceative bonus. Final average monthly compensation is
detcnmined using the highest paying 60 consceutive calendar months out of the most secent 120 calendar months. As of December 31, 2009, final average
compcensation uscd under the Bowatcr pension plan was $207,000 (or Mr. Harvey and $212,000 for Mr. Wright,

Time and form for payment

The Bowater pension plan provides for payment in an annuity with a pasticipant option 1o sclect payment among different types of annuitics, any of which will
provide monthly payments for the life of the participant and, if clecied, the life of the participant’s beneficiary. Payment is made following termination from
cmployment with AbitibiBowater and its tclated entitics, and only upon an affirmative election by the participant. Mr. Wright retired on January 1,2010 and
clected payment of his bencfits under the Bowater pension plan. Mr. Harvey is currently cligible 1o retire carly and clect payment of his benefits under the plan.

Payments from the Bowater peasion plan are permitted during the Credilor Protection Proceedings because payments are made from a trust qualified under the
Codc, which is exempt from the Creditor Protection Preccedings. However, the Pension Protection Act imposes certain restrictions on the types of payments that
¢an be made during certain restricied periods. Payments that provide for “aceclérated™ payments (such as lump sums or certain annvily types) cannot be paid in
order to prescrve the maximum asmount of assels for all participants. The Creditor Protection Proceedings are considered & restricted period. Because Mr. Wright
retired and clectcd payment of his retirement benefit under the Bowater pension plan during the Creditor Protection Procecdings, he was limited to clecting
among the permissible payment annuity options. Similarly, if Mr. Harvey retires and clects payment during the Creditor Protection Proceedings, the permissible
payment options available to him will also be limited.
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U.S. Pension Bencefits of Former Abitibi Executive
Mr. Mclkerson

Retitement benelits for Mr. Melkerson arc payable under the following defined benefit pension plans: the Abitibi Consolidated U.S. Retirement Plan, or
~Qualified Saloried Plun™, a qualificd defined benefit plan covering all U.S. salaricd ecmployecs of Abitibi, and the AbitibiBowater U.S. Supplemental Executive
Retirement Plan, or “Abitibi U.S. SERP", 3 nonqualificd supplemental plan. The Qualificd Salaricd Plan provides pension benefits based on camings, service and
age, and the Abitibi U.S. SERP provides a target benefit offsct by the valuc of benefits provided under cestain qualificd plans including the Qualificd Salaricd
Plan.

The Qualificd Salasicd Plan is a cash balance ectitemcent plan that provides an account balance based upon accumulared interest and pay credits. The intercst
crediting ratc uscd for a plan ycar is bascd upon the 30-ycar Treasury Rale for the month of November preceding the plan year. A participant’s pay credits are
based upon his age. and range from 4% to 8% of compensaiion. A panicipant’s compensation includes his base salary and bonus, The Qualificd Salaricd Plan
allows for the paymeni of a lump sum a4 the time of lermination. Mr. Melkerson's benefit under the Qualificd Salaried Plan inctudes service and pay through
Junc 30, 2004, the daic he transferved from the ULS. 1o Canada.

The Abitibi U.S. SERP provides an age 65 retirement benefit (if 2 participant has at least two years of scrvice), equal to 2% of average annual compensation
multiplicd by ycars of crediled service up to 35 years (reduced by amounis credited under certain qualificd plans, including any amounts that have been
commutcd). Average annual compensation is the average of the Panticipant’s annual basc salary and paid bonuscs the Participant reccived during the five
consccutive calendar years during his last ten consceutive calendar years of continucus employment that results in the highest average annual amount,
disregarding any paid bonuses in excess of 125% of the target bonus preseribed by the board for any such year, The tofal pension payable is unreduced if the
participant reliscs at age 58 and the sum of his age and ycars of service is at Icast 80. If a participant is not cligible for an unreduced benefit ang has completed
20 years of service, the total pension payable is reduced by 6% for cach year (or 0.5% for each month) between his setitement date and the date he would have
attained age 58 and the sum of his age and years of sesvice would cqual at least 80. If the participant has less than 20 years of service, the 6% per ycar (or

0.5% per month) reduction is caleulaled for cach year before age 65 that the retitement oceurs. Mr. Mclkerson's benefit under the Abitibi U.S. SERP reflects his
service through Junc 30, 2004 and all camings through the dalc his benefit is calculated in conjunction with a distribution clection (including his camings camed
as a Canadian cmployec).

The acerucd benefit amounts identified in the Pension Benefits able above show the present valuc of the future monthly payments if calculated as a lump sum.
An intesest ratc and monalily table providing for cument life cxpectancics are used to calculate the present value amount as of December 31, 2609, The interest
raic and mortality table used arc the same as those used for AbitibiBowater’s financial statements, which are a 6.20% interest rate and the RP2000 monality table
projected to 2010 with white collar adjustments and a presumption of pre-retirement mortality. Bencfits were calculated assuming setirement al age 65,
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For ycars of credited service through December 31, 2008, final average compensasion is the sum of (i) average monthly base salary based on the best 60
consccutive months of base salary within the last 120 moaths and (i) the best five annual bonuses in the last 1en years.

For years of credited sexviee afier December 31, 200K, final average compensation is the average of the five highest consceutive calendar years of cligible
camings in the last 10 years. Eligible carmings in a given calendar year is the sum of the basc satary and the bonus paid under the annual incentive plan
{cxcluding any speeial bonuses unless authorized by the Company). The paid bonus component is capped at 125% of the target bonus of cach year,

Starting January 1, 2009, Mcssrs. Grandmont and Vachon are required 1o contsibute 1o thie Abitibi Registered Plan. Each exceutive’s conisibulions are cach equal
10 5% of his pensionable camings up to the U.S. cempensation timit ($245,000 in 2009). Contributions are credited with interest at the average net rate of retumn
of the pension fund of the Abitibi Regisicted Plan over the preceding wo calendar years.

Pacticipants asc entitlcd 20 carly setircment if they have altained age 55. The total pension payable is unreduced if the participant retires at age 58 and the sum of
his age and ycars of service is at least 80, If a partécipant is not cligible for an unreduced benefit and has completed 20 years of scrvice, the latal pension payable
is reduced by 6% for cach ycear {or 0.5% for cach month) benveen his retiremenl dale and the date he would have atiained age 58 and the sum of his age and ycars
of service would equal at teast 80. If the participant has less than 20 years of service, the 6% per year (or 0.5% per month) reduction is calculated for each year
before age 65 that the retirement occurs. A participant who terminates employment with AbitibiBowatcr and its related eatitics for any reasan before attaining
age 55 is cligible for an unreduccd pension payable at age 65, but may elect 1o receive a reduced pension at any time before age 65. I his employmem was
terminaied involuntarily, his pension payable is seduced by 6% for cach year (or 0.5% for cach month) between the date payments commence and the date on or
afier attainment of age 58 that the sum of his age and years of service would equal at Ieast 80, If his employment was terminated voluntarily, the 6% per year (or
0.5% per month) reduction is calculated for cach year before age 65 that payments commence. :

The Abitibi Human Resources and Compensation Committce granted five extra ycars of credited service under the Canadian DB SERP to Mr. Rougeau. As
mentionced above, years of benefit scrvice credited lo Mcssrs, Rougeau and Melkerson were frozen on December 31, 2008, and cffective January 1, 2009 they
commenced participation in the Company’s ncw defined contribution plans.

Time and form of payment

The Abilibi Canadian pension plans provides for paymeat in an annuity with a panticipant option to sclect payment among diffesent types of annuitics, any of
which will provide monthly payments for the life of the panticipant and his spouse, if any. Payments from the Abitibi Registered Plan are permitted during the
Creditor Protection Proceedings.
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(1) Amounts shown for these nasned exceutive officers were converted to U.S. dollars at the rate of 09494,

(2) Amounts shown ceflcct 2009 contributicns to the AbitibiBowater U.S, DC SERP.

(3) Amounts shown reflect 2009 coniributions to the Canadian DC SERP,

(4)  Inaprior ycar, Messss. Rougeau and Melkerson deferred a portion of their anaual bonus into the Abitibi DSU Plan. Before the combrn . o
that deferred bonus was crodited to an account in a number of units having a value cquivalent 1o the Abitibi-Consolidated [nc. stock priceons s
to as defemed sharc units (DSUs). Upon the combination, the value of cach unit was converted into having a value based on AbitibiBowacr stct .
addition, these exccutives have contributions under the Canadian DC SERP, The amounts shown under “Aggregate Eamings in Last 15000 e 0
exceutives sefleet the camings on contributions to the Canadian DC SERP less the decline in value of their accoums under the Abitbs £ b, gy o0
the valuc of their DSUs declined by $1,773 for Mr. Rougcau and S409 for Mr, Mclkerson. )

(5)  Inaprior year, Mcssrs. Grandmont and Vachon deferred a portion of their annual bonus to the Abitibi DSU Plan, The amounts shown e
Eamings in Last Fiscal Year™ for these cxecutives reflect the deeline in value of the DSUs during 2009.

As a result of the Creditor Protection Proceedings, payments from the nonqualified deferred compensation plans and supplemental setirement 1 o,
cannot be made exccpt pursuant to a court order or a confirmed plan or plans of reorganization. The Company expeets that a significant portion of amanni- - «
by the Company under these plans will canstitute prepetition claims against the Company that will be subject to compromise under a confirn.in' . i
freorpanization.

AbiribiBowater U.S. DC SERP
The key features of the AbitibiBowaler U.S. DC SERP are:

. 1f the employce participates in the AbitibiBowater Retirement Savings Plan, the tax-qualified savings plan, and cannot seceive the full civcrever - s
under the plan beeausc of Code limitations, the employec will reccive the remainder of the match in the AbitibiBowater U.S. BC SERP tiov.ov. .
cffective April 1, 2009, the cmployer maich was suspended under the AbitibiBowater Retitement Savings Plan. Because the match under b
AbitibiBowater U.S, DC SERP is provided on a payroll basis, a match was provided for the period from January 1, 2009 through Ma:ch v .
reflecicd in the table. Beginning April 1, 2009, no employer mateh was provided under the AbitibiBowaicr U.S. DC SERP.

. An cmploycr aulomatic contribulion may alse be made to the AbitibiBowaicr U.S. DC SERP. The cligible employees for this contributic . 4 i 1
chicf exceutive officer, all exceulive and senior vice presidents, most viee presidents and the plani general managers. The employer auteimzas cope:
is cqual 10 6,5% of camings less the amount he reccived in employer coniributions under the tax-qualificd savings plan. This formuta wis 7roe o
2009. Before 2009, if an cmployee could not receive the full employer automatic contribution (ranging from 2.5% 10 6.5% (depending -1t v
service of panicipants) of caminys (limited to $245,000 in 2009)) becausc of Code limitations, the employee reccived the semainder 57 .\
contribution in the AbitibiBowater U.S. DC SERP,
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Canadian DC SERP
The key featurcs of the Canadian DC SERP asc:

. The Canadian DC SERP provides supplemental benefits to cligible cmployces on the Company's Canadian payroll who arc not active panicipants in the
Caradian DB SERP. The cligible cmployees include the chicf executive officer, all exccutive and scnior vice presidents, most vice presidents and the plant
general managers. If thesc cligible cmployces participate in the Defined Contribution Pension Plan for Non-Unionized Employces of Abitibi-Consolidalcd
Inc.. or the “Registered DC Plan™, ihe regisicred savings plan, and cannot receive the full Company basic contribution of 10.5% of cligible camnings under
the plan because of the annual limit under the Income Tax Act (§22,000 in 2609), the remaindcs of the Company basic contribution is eredited to a
bookkecping account established for the cmployee under the Canadian DC SERP. The annual contribution limit under the Income Tax Act takes into
account the employee's contributions to the Registered DC Plan of 5% of cligible camings, plus the amount of the Company basic contribution. Eligible
camings include an employee’s base salary, plus his paid bonus under the annual incentive plan (cxcluding any special benuscs unless authorized by the
Company), subject to the U.S. compensation limit (5245,000 in 2009).

. An additional Company coatribution may also be made to the Canadian DC SERP. For exceutive vice presidents, senior vice presidents and most of their
direct reports, an additional Company contribution of 10% of eligible camings will be eredited to the employce’s account under the Canadian DC SERP.
For the chicl exceutive officer, if otherwise cligible to participate in (he Canadian DC SERP, an additional Company contribution of 12% of cligible
camings will be made. Because Mr. Palerson is not on the Company’s Canadian payroll, he is not cligible to participatc in the Canadian DC SERP.

. Company contributions allocated to the Canadian DC SERP arc credited to a bookkeeping account, which is credited with interest each year at a e equal
10 the average rate of retum on the balanced funds offered under the Registered DC Plan during the year,

. Amounts arc pencrally subject 10 a vesting schedule. Before age 55, an employee’s account balance is 50% vested. Upon the employce’s attainment of age
55 whilc cmployed, his balance b 70% vested and vests an additional 10% on cach subscquent birthday whilc employed. Full vesting
occurs upon attainment of age 58 whilc cmploycd. Certain cvents that occur before the employec is partiatly or fully vesied can operate to aceelerate the
vesting. These cvents include death and an involuntary termination without causc (as dcfincd in the cmployee’s cmployment agreement or other individual
agreement with the Company or, if the employec docs not have such an agreement, by the Company in its solc discretion).

. The Canadian DC SERP pays any amounts due in two installments. The first is payable as of the seventh month following tenmination for any
season and the second installment is due on the first anniversary of tcrmination. If the cmployce dics before payment is complcted, any remaining
payment will be made to his spouse or bencficiary in a tump sum.
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and shares. If no form of payment is sclected, then payment is made in cash, In the cvent of the cxcoutive’s death before distribution of amounts in
his DSU account, then such amounts arc automatically paid to his legal represcntative or bencficiary in a lump sumn cash payment within 90 days
after his datc of death if he dics before retirement or termination of scrvice, and no tater than December 31 of the year following the year of his
retirement or other terminalion if he dics after retiving or otherwise lerminating scrvice.

Severance and Change in Control Arrangements
Severance

The following is a discussion of the policics and agrecments to which a named exccutive officer becomes subject upon certain termination cvenis absent a change
in control. Mr. Paterson’s employment agreement that was originally provided by Bowater and assumed by AbitibiBowater provides for scverance under certain
circumsiances. Mr. Wright's employment agreement contained similar provisions, but is no longer in effect Mr. Harvey is covered by an employment agreementl
with AbilibiBowalcr that provides for scverance. The remaining named executive officers do not have cmployment agreements but are covercd by an cxecutive
scverance policy. )

To be cligible for scverance benefits, the named executive officess must agree to certain restrictive covenants intended fo mitigate the competitive disadvantage
that would result from losing cxcecutive talent to compctitors of the Company, Under their cmployment agreements, Messrs. Paterson and Harvey would be
cligible for scverance benefits only if they agree not ta (i) disclose confidential information, (ii) compele with the Company, or (jii) solicit customers of the
Company. Although Mr. Wright is no longer cligible for scverance benefits under his cmployment agreement, he is subject to restrictive covenants similar 1o
those applicable to Messes, Paterson and Harvey as a condition 1o his receipt in 2008 of other supplemental pension benefits. The exccutive severance policy
covering Messrs. Rougeau, Grandment, Vachon and Mclkerson also requires cligible cxccutives to proteet confidential information. In addition, to reccive
benefits under the executive severance policy, an clipible exceutive must sign a release in which he agrees not to compete with the Company.

Inlight of the Creditor Protection Proceedings, the Company continues to review all of its options with respect to its scverance amangements with exceutive
officers. Morcover, payments from the severance arrangements are not pemmitted except pursuant to a court order or a confirmed plan or plans of rcorganizalion.

Messrs. Paterson and Harvey
In the event cither Messes. Paterson’s or Harvey's cmployment is involuntarily tesminated by the Company without “cause™ {i.e., for reasons other than death,
disability, reticcment or “cause™), or is terminaled by the cxccutive for “good reason,™ the cxecutive wauld eeccive  lump sum payment upon termination cqual
to:

*  twenty-four months of his then curvent annual basc salary, plus
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52 weeks and a maximum of 104 weeks. Eligible pay would be base pay, plus the lesser of (i) the average of the last two annual bonuscs paid or (i) 125% of the
curreat target bonus. The Human Resources and Compensation Committee has discretion to approve higher severance pay amounls. Sceverance pay is generally
paid as a lump sum upon termination. However, Messrs. Rougeau, Grandment, Vachon and Melkersen would have the oplion 1o clect to reccive their full
scverance pay in the form of salary continuance. If an exceulive eleets the salary continuance oplion, subject to the usual cost sharing armangements, he would
remain covered under Company group life insurance, medical, dental and peasion plans (but not Company disability plans). Otherwise, all such benefits end on
the lasi day worked. Finally, Mcssrs. Rougean, Grandmont, Vachon and Melkerson would be cligible for outplacement counscling following a covered
Iesmination, regardless of whether they sign a release entitling them to additional pay or benefits under the exceulive scverance policy.

Equity Awurdds

The Company maintains a varicty of cguity-bascd compensation plans. In light of the Creditor Protection Proceedings, the Company continucs to review all of its
options with respect to these plans or the implementation of future plans, if any. The Company belicves that, duc to market conditions and the Creditor Prolection
Proceedings, most awards under these plans have lost almost all of their value or are worthless. Morcover, payments and distributions on account of these plans
are cusrently suspended duc 10 the Credilor Proicction Proceedings and cannot be made €Xxcept pursuant 10 3 court order or a confinmed plan or plans of
reorganization. In addition, claims against the Company arising under these plans may be subotdinated in right of payment to claims of gencral unsecured
creditors pursuant to provisions of the U.S. Banksuptey Code.

Messrs. Paterson, Harvey and Wright curvently hold cquity awards outsianding pursuant to the terms of one or more of the following four Company equity
incentive plans of Bowater: the Bowater Incorporated 1997 Stock Option Plan, as Amended and Restated Effective January 1, 1997; the Bowatcr Incorporated
2000 Stock Option Plan; the Bowalcer Incorporaicd 2002 Stock Cption Plan; and the Bowater Incorporated 2006 Stock Option and Restricted Stock Plan.
Messrs. Rougceau, Grandmoni Vachon and Melkerson currently hold equity awards pursuant to the terms of the Abitibi-Consolidated Inc. Stock Option Plan and
the Abilibi-Consolidated Inc. Restricied Share Unit Plan.

Under cach equity incentive plan, if an exceutive’s employment is terminated for cause, as defermined by the Company, all eptions, SARs and restricted stock
awards, wheiher or not vesied and exercisable, would be forfeited.

Under cach Bowater cquity incentive plan cxcept the Bowater Incorporated 2006 Stock Option and Restricted Stock Plan, if an exceutive's employment is
terminated without causc or by the exceulive for any reason other than death, disability or retisement, all unvested equity awards would be fosfcitcd but the
exceutive would have three months afler iermination to excrcise all exercisable oplions and SARS. Under thesc plans, if the executive’s cmployment lerminales
due to disability or retirement. he woukl be treated under all awards as if employment had continued for five years afier the date of termination for purposcs of
deicrmining vesting and the portion of the award shat is exercisable, If the exccutive dics, all awards would become excecisable and all ictions and conditions
would lapsc.
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Cenainretirec health care and life insurance coverage is also provided if the teamination is without cause or by the cxecutive for good reason. In this casc, the
executive and his dependents arc entitled 10 retiree health care and fife insurance coverage for the remainder of their lives. If the retiree health coverage and life
insurance cannot be provided on a tax-frec basis, AbitibiBowater will either provide individual insurance policics with substantially similar coverage or a
manthly cash paymcnt cqual to the amount of tax imposcd on the value of such coverage (plus the amount of tax imposcd on such monthly cash payment). Also,
AbitibiBowatcr will provide cach exccutive with, o pay for, reasonable individual outplacement assistance (at a total cost ot 1o cxceed 520,000 in the casc of
Mr. Harvey).

The Bowater agreements contain the following gencral dcfinitions of a “change in control,” “cause™ and “good rcason,” which will now be determined with
refc 10 Abitibilowater. All definitions are qualificd in their entircty by the tcmms of the agrecments.

. In general, a “change in control™ occurs if: (i) any person becomes beneficial owner of an amount of Bowater stock representing 20% or mosc of the
combined voting power of Bowater's then outstanding voting sccuritics, unless the board has approved the acquisition of up to 50% of these sccuritics or
the person has filed a Schedule 13G indicating the person®s intent to hold she sceuritics for investment; (i) less than 50% of the total membership of the
board arc continuing dircctors (as defined in the change in controd agreements); or (iii) Bowater's stockholders approve a merper, consolidation or
reorganization of Bowatcr, or Bowater sells or otherwise transfers all or substantially all of Bowater’s asscis, unless at lcast 50% of the voting power of the
outstanding sccuritics of the resulting entity is still owncd by previous Bowater stockholders or at least $0% of the board of directors of the resulting entity
arc previous Bowater dircctors.

. In gencral, “causc™ means gross negligence or willful misconduct that has not been cured within 30 days after reccipt of notice or conviction of a felony,
which action has a demonstrable and matcrial adversc cffect upon Bowater.

. In gencral, “good reason” means: (i) a substantial adverse change in the cxecutive's status, title, position or responsibilities (including a change in
reporting relationships) as in effect within 180 days preceding, or at any time after, the change in control; (ii) failure 1o pay or provide the exccutive the
compensation and benefits, in the aggregate, at least cqual fo those 10 which he was previously catitled within 180 days preceding, or at any time aficr, the
change in control; (iif) the reduction of the cxccutive's salary as in effect on the date of the changc in conteol or any time thereafier; (iv) Bowater's failure
to oblain from any successor its assumption of the change in contro! agreement; or (v) the relocation of the exccutive’s principal office to a location more
than 35 miles from its location immcdiatcly before the change in control or 2 substantial incecase in the exceutive's travel obligations following the change
in control.

The change in conirol agreements also gencrally provide a terminated executive with (i) a waiver of any non-compcte obligations to AbitibiBowater to which the
cxeculive is subject pursuant 10 any other agreement and (ii) reimbursement for any cost incurred (or 10 be incurrcd) in conncction with realizing the beaefits of
the change in contro! agreement. payable 1o the exccutive by the cad of the year following the ycar in which the cost is incurred.
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Undecr the Abitibi change in coniro! agreements, if the cmployment of Mcssss. Rougeau, Grandmon! or Vachon is terminated by AbitihiBowater other than for
“just cause,”™ death, disability ar ectirement or by the executive for “good rcason,” the executive would be entitled 10 receive 3 lump sum payment upon
termination cqual to three times the following sum, less required statutory deductions:

*  the cxccutive's base satary in cffeet at the end of the month immediately before the month of 1ermination, plus

¢+ the greaicr of the exccutive’s last annual bonus camed in the year immediaicly before termination or the average of the annual bonuses camed in the
two years peeceding his termination.

In addition, for up to three ycars afier his icrmination date o, if earlicr, upen receipl of equivalemt benefits from another employcr, the cxecutive could continee
to reccive group welfare benefits, other than disability insurance bencfits. In the alicative, the exceutive would be cntitled 10 reccive cash paymenis equal 1o the
value of such continued benefits (as determined by a mutually agreed upon accountant). Also, Messrs. Grandmont and Vachon would cach be entitled to reccive
an additional three years of age and scrvice eredited under the Abitibi Canadian pension plans (above actual age and eredited scrvice), and imputed camings
during the extra three years of service would be included in the camings componcnts of the pension calculations. Mr. Rougcau, who curtenily has a frozen
pension benefit under the Abitibi Canadian pension plans, would be entitled to an additional thrce years of age credited under such plans (above aciual age), and
imputed camings dusing the cxira three years of age credited would be included in the camings components of his pension calculations, Because Mr. Rougeau is
currently an active panticipant in the Canadian defined contribution plans, the Company would also credit his account under the Canadian DC SERP with an .
amount equal to three times the annual Company contributions to which he is regulasly entitled (as described above). For purposes of this special contribution 1o
the Canadian DC SERP, Mr. Rougeau's cligible camings would ¢cqual the sum of his basc salary as of his tcrmination datc and the avcrage of his three highest
annual bonuses paid with respeet to the five years immediately preceding bis tcrmination date. All additional pension bencfits would be payable upon tcrmination
in accordance with the terms of the applicable pension plans or retircment agreements. )

In addilion, upon termination, all outstanding stock options would beeome fully vested but would remain cxcrcisable in accordance with their terms as though the
exceutive remained employed of, in the case of Mr. Vachon only, the cxceutive could clect within 50 days following his termination that the Company purchase
his uncxcreiscd oplicns at a price cqual to the difference between the fair market value thereof (as dcfined in his change in contro! agreement) and the aggregate
optéon price for such shares. All outstanding RSUs awarded to Messss. Rougeau, Grandmont of Vachon would continug to vest during the scverance period as
though the executive cemained employcd.

The Abitibi agreements conlain the following gencral definitions of a “change in control,” “causc™ and “good rcason.™ Al definitions arc qualificd by their
cntirety by the terms of the agreements.
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Under bis change in control agreement, if Me. Melkerson is terminated by the Company othet than for “causc™ er disabilisy, or if he Icaminates employment for
“good reason,” within 24 months aflcr a change in control, he would be entitled 1o reccive 3 lump sum payment upon termination equal to tvo times the
following sum, Jess required statutory deductions:

*  his annual base salary at the rate in ¢fTeet on his tesmination dale, plus
*  the lesser of the average of the last Iwo annual bonuses paid, or 125% of his target bunus in effcct on his ternmination dote, plus

*  the largest annual contribulion that could have been made by the Company to its defined contribution savings plans on Mr. Melkerson's behalf for
the fiscal ycar of the tcrmination date,

Ia addition. for up 1o 24 months after his termination datc o, if carlicr. upon commencement of coverage under another employer’s health care and life insurance
programs, Me. Mclkerson (and his spouse. surviving spousc and dependents) could continuc 1o receive the health care ard life insursnce coverage provided by
the Company to exccutives as of the change in conirol date, subject to applicable premiums no greater than those in effect for actively employed executives. To
the extent the Company cannot provide Mr. Melkerson with such healih case o life insurance coverage, he would be entitled to receive 3 fump sum cash payment
gencrally equal to the difference between the full premium cost of such coverage and the premium amount he would have been required to pay. In addition, upon
termination, all cutstanding stock options and RSUs would become fully vested but remain exercisable in accordance with their terms as though Mr. Melkerson
remaincd employed. Finally, Mr. Mcikerson would be entitled a Jump sum payment of $20,000 in licu of individual outplacement services.

Mr. Mclkerson’s agreement contains the following general definitions of a “change in control,” “causc™ and “pood reason.” All definitions are qualificd by their
entircty by the terms of the agreements.

. In general, a “change in control™ means (i) the acquisition of a number of voting shares oqual to or greater than 50% of the 1otal number of voting shares
immediately afler such acquisition; (if) the clection or appcintment of a number of members of the board of directors cqual to or greater than 50% of the
board of dircetors; (iil) any Iransaction or scrics of iransactions whercby asscts of the Company become the property of any other person (other than a
subsidiary of the Company) if such assets have a fair market vabuc (et of any cxisting lisbilitics assumed by such othes petson as part of the same
transaction) cqual 10 50% or morc of the Company*s market capilalization (as defined in the agreement) immediately before such transaction; or (iv) the
completion of any wansaction of the first of a scrics of transactions that would have the same or similar cffect as any transaction or scrics of Iransactions
referred 10 in clauses (i), (i) and (iii).

. In gencral, “cause™ means Mr. Mclketson's gross negligence, willful misconduct of conviction of a felony, which has 3 demonstrable and material adverse

cffect on the
-49.
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(1) Assuaes stuck prices of $0.11 (price of AbitibiBowater common stock on December 38, 2009) and $0.20 ¢highest closing price of AbitibiBowater
common stock within 60 days preceding December 31, 2009), as applicable, and the following semi-annual federal interest rates: short-tenn, 0.83%;
mid-term, 3.14%; long.tenn, 4.96%.

(2)  Assumcs conversion 10 3 lump sum amount using (i) for U.S. pension plans, scgment rates of 5.24% for the first five years, 5.69% for the next 15 year.
and 5.37% for each ycar thereafier; and (if) for Canadian pension plans, a rale of 6.4%.

(3)  Assumes federal individual income tax ratc of 35% and South Carolina state individual tax rate of 7%.

(4)  For disclosure purposes, the pro-rata bonus calculation for Mr. Mclkerson is bascd on the average of his 2006 and 2007 bonuses, paid in 2007 and 200%,

- respectively, which is the morc conservalive interpretation of the termis of his change in control agreement and does not sepresent the interpretation the
Company may ultimately make if scverance payments under the agreement are, in fact, riggesed.

No qualification is provided for outstanding stock options since all awards had excreise prices in cxcess of the fair market value of common stock on
Dceember 31, 2009,

The Company may not take 3 tax deduction for amounts subjeet to the change in conirol excisc tax uader Scction 4999 of the Code or the related £T0ss-up
payments. Calculations to estimate the excise tax duc and the gross-up payments arc complex and require a nuimber of assumptions. The £TOss-up payments
detailed above arc calculaled based o the assumplion that the cxcisc 1ax rale under Scction 4999 of the Codc is 20%, the cumulative rate for other taxcs,
including federal, statc, and local income taxes, applicable for cach affected named cxccutive officer is 42%, that all shares subject to outstanding equity awards
are trealed as accclerated upon a change in control and included in the gross-up calculation in full, and (ke cquity awards were valucd 1zking into account the
closing price of a share of AbitibiBowatcr common stock on December 31, 2009, which was $0.11 per shasc, and an cxchange raic of $0.9494 per Canadian
dotlar. These caleulations are estimates for disclosure purposes enly.
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On all maiters submitted for a stockholder vote, holders of common stock and the holder of the “special voting stock™ representing the cxchangcable
shares vote together as a single class. Pursuani (0 a voting and exchange trust agreement, the trusiee is cntitled to cast a number of votes cqual to the
numbcr of outstanding exchangeablc shares not owned by us or our affiliates and as to which the trusice has timely reccived voting instructions from the
holders of cxchangeable sharcs. Accordingly, percentages in the total voling power column have been caleutated based on the total numbcr of sharcs of
common stock and cxchangeable sharcs outstanding as of April 30, 2010, excluding alt exchangcable shares held by us and our affiliatcs,

This information has been obtained from an amended Schedule 13D filed on March 23, 2009 by V. Prem Watsa,

1109519 COntario Limitcd, The Sixty Two

Investment Company Limitcd, 810679 Ontario Limited, Fairfax Financial Holdings Limitcd, TIG Insurance Company, The Nerth River Insurance

Company, OdysscyRe Holdings Corp., Odyssey Amcrica Reinsurance Corporation, Northbridge Financial Corporation,
Canada, Commonwealth Insurance Company, Federated Insurance Company of Canada, Lombard General Insurance Ci

Markel Insurance Company of
ompany of Canada and Lombard

Insurance Company. The sharcs are issuable upon the exereise of conversion rights in respect of the 8.0% convertible notes due 2043 issued to Fairfax
Financial Holdings Limitcd and cenain of its subsidiarics pursuant to a note purchasc agreement catcred into as of March 24, 2008 between the Company
and Fairfax Financial Holdings Limitcd. The reporting persons reported that they exereisc sharcd voting and dispositive power on all the shares.

‘This information has been obtained from a Form 3 filed on April 22, 2010 by Far Fast Investment & Scrvices Lid, The reporting person reported that it
owns the shares dirccily. The reporting person has not filed, 10 our knowledge, any schedule pursuant to Regulation 13D-G under the Exchange Act.

159,287 shares are pledged lo a financial institution as collateral for a loan.

Includes 40 cxchangeable shares,

99 shares are pledged to the Company as collateral for a loan made in 1999,
The shares of common stock held in Company bencfit plans are as follows:

David J. Paterson
William G. Harvey
James Wright

The shares of common stock underlying exercisable stock options arc as follows:

David ). Paterson
William G. Harvey
Alain Grandmonlt
Picrre Rougeau
Jacques P. Vachon
Jon Mclkerson
James Wright
William E. Davis
Richard B. Evans
Lise Lachapelic
Gary ). Lukassen
John A. Rolls
Togo D. West, Je.
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OQur corporate govermance principles refleet the board's deiermination that the following categories of refationships arc aot material and wilt aot impair a
director's independence:

. Owncrship of less than 5% of the cquity of, or being a dirccior of, another company that docs busincss with the Company where the annual sales (o,
of purchascs from, the Company are less than 5% of the annual revenues of cither company.

. Owncrship of less than 5% of the cquity of, or being an exceutive officer or dircctor of, an unaffiliated company that is indebied to the Company (or to
which the Company is indcbted), where the tolal amount of cither company’s indebiedness 1o the other is less than 5% of the tolal consolidated assets of
cither company.

. Serving as an officer, dircctor or trustee of a charitable organization, where the Company’s charitable conisibutions to the organization are less than 2% of
that organization’s total annual charitable receipts, or $20,000 per year, whichever is less.

We have adopied a writien code of business conduct that applics to all employecs of the Company, including subsidiaries and divisions, including our president
and chicl exccutive officer, chicf financial officer and chicf accounting officer. Under the code of business conduct, employces arc roquired to obtain the prior .
approval of the senior vice president, corporate affairs and chicf legal officer or, in the case of executive officers, from the Audit Committee, before cntering into
any transaction that might present a conflict of interest, including related party transactions with the Company.

The board has a scparaic board of dircetors® code of conduct that contains provisions specifically applicable to directors. The board's code of coaduct, among
other things, scts forth our policies with regard to the review and approval of conflicts of inicrest or related party transactions with respect lo board members. The
guidelincs apply to tmnsactions in which a dircctor's personal interest is adverse to, or may appear to be adverse to, the interests of the Company as a whole. The
guidelincs provide that, with respect to any such transaction, a dircctor shall recusc him or herself from any board decision involving another firm or company
with which the director is affiliated and dircctors may not sceeive a personal benefit from a person or firm that is sccking to do business or (o retain business with
the Conpany, unless such a relationship is fully disclosed by the interested dircetor and approved by the vole of the dircetors disinterested in the transaction.

The board, acting through the disinterested directors, considered each of the transactions discussed under Related Party Tr ions below and detcrmined that
cach transaction complicd with the guidelines. The Audit Committee is responsible for reviewing and overseeing related party transactions and conflicts of
interest situations involving the Company, its directors, officers and rclaied partics.

Related Party Transactions

Paul C. Rivett, a director, is vice president and chicf legal officer of Fairfax Financial Holdings Limitcd ("Fairfax™), and he is expecied to benefit from the
transactions described below only 1o the extent that Fairfax, as an cntity. benefits.

-85.
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Additional Liquidity Transaction

Bowatcr and other partics to its U.S. and Canadian bank credit fcilitics amended thosce facilities on February 27, 2009 1o reficet the lenders” consent to $12
million of additional liquidity provided 1o Bowatcr Canadian Forest Products Ine., an indircet subsidiary of Bowatcr, by Fairfax on February 6, 2009 and to treat
the advance as an “additional loan™ thercunder, thus allowing the collateral sccuring the Canadian bank credit facility (other than centain fixed asscts of Bowater
Newsprint South LLC, a direct subsidiary of AbitibiBowater Inc., and certain of its subsidiarics) to sccure the additional loan on a last-out basis. As of
Deccmber 31, 2009, the weighted average interest rate on the additional liquidity was 8% (bascd on a specificd market interest plus a margin). We made no
interest or principal payments 1o Fairfax in respeet of the additional liquidity. The commencement of the Creditor Protectien Proceedings caused an event of
default under the U.S. and Canadian bank credit facilities, which therefore became automalically and immediately due and payable by their terms. Any action to
enforce those payment obligations, however, is stayed as a result of the commencement of the Creditor Protection Proceedings.

Bowater DIP Agreement

The descriplion of the Bowalcr DIP Agreement, as defined in the Original 10-K, is incorporated by reference 1o frem 7 - M: 4 § Discussinn and Analysis
of Financial Condition and Results of Operations ~ Liquidity and Capital Resources ~ Bowater Liquidity - Bowoter DIP Agreement in the Original 10-K.

ITEM 14, PRINCIPALACCOUNTING FEES AND SERVICES.

Our Audit Committee appointed PriccwatcrhouscCoopers LLP (*PwC™) as the Company's independent registered public accounting fism for the fiscal year
cnded December 31, 2009, )

The Audit Commitice’s policy is to pre-approve all audit and non-audit services performed by the Company’s independent registered public accounting firm,
including audit-relatcd, tax and other services. The Audit Commiltee pre-approved all audit and permissible non-audit scrvices provided by PwC in 2009,

The Company's chicf financial officer, chicf accounting officer (or another officer designated by the board) and the independent registered public accounting
firm must submit to the Audit Committce a request to provide any service thal requircs pre-approval. Each request must includc o siatement as to whether the
independent registered public accounting firm and the submitting officer view the provision of the requesicd scrvices as consistent with the SEC's rules on
auditor independence. The request must be sufficicnily detailed to enable the Audit Commitice to preciscly identify the scrvices roquested. The Audit Commitice
may delegate pre-approval authority to its chair or one or morc other committee members, but not to management. Any commitice member with delegated
authority must rcpon all pre-approval decisions (o the Audit Committee at its next scheduled mecting.

The following table contains certain information on the fees paid to PwC for profcssional services rendered in the years ended December 31, 2009 and 2008.
.57-
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4.2*

4.3
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Deseription

First Amendment, dated as of May 7, 2007, 10 thc Combination Agreement and Agrecment and Plan of Merger dated as of January 29, 2007
among AbitibiBowater Inc., Abitibi-Consolidated Inc., Bowatcr [Incorporated, Alpha-Bravo Merger Sub Inc. ard Bowater Canada Inc. (the
“First Amendment™) (incorporated by reference from Exhibit 10.1 1o Bowater Incorporated’s Quarncrly Repost on Form 10-Q for the quarter
ended Maech 31, 2007 filed May 10, 2007, SEC Filc No. 001-08712).

Form of Plan Amangement (incerporated by refercnce from Anncx E to the Joint Proxy StatementProspectus/Management Information
Circular of AbitibiBowater Inc., filed pursuant to Rule 424(bX3) on Junc 25, 2007).

Second Amended and Restated Centificate of Incorporation of AbitibiBowatcer Inc. cffective July 8, 2008 (incory d by rcfe from
Exhibit 3.1 to the Company’s Quarterly Report on Form 10-Q for the quarter cnded June 30, 2008 filced Augusi | 1, 2008, SEC File No.
001-33776).

Sccond Amended and Restated By-Laws of AbitibiBowater Inc. effective April 29, 2009 (i
Company"s Cumrent Report on Form 8-K filed April 29, 2009, SEC File No. 001-33776).

d by refc from Exhibit 3.1 to the

Indenture, dated as of August [, 1989, between Bowaler Incorporated and Manufacturers Hanover Trust Company, as Trustee (incorporated
by reference from Exhibit 4.0 to Bowater Incorporated's Quarterly Report on Ferm 10-Q filed November 10, 1989, SEC File No.
001-08712). :

Trust Indenture, dated as of December 12, 1989, between Canadizn Pacific Forest Products Limited and M I Trust Company, as
Trustee (incorporated by reference from Bxhibit 431 to the Company’s Annual Repon on Form 10-K for the year ended December 31,
2008 filed April 30, 2009, SEC File No. 001-33776).

Notc Agreement, dated as of November 1, 1990, between Canadian Pacific Forest Products Limited and the Puschasers named thercin
{incorporated by reference from Exhibit 4.32 to the Company's Annual Report on Form 10-K for the year ended December 31, 2008 filed
April 30, 2009, SEC File No. 001-33776).

Indenture, dated as of December 1, 1991, between Bowater Incorporaled and Marine Midland Bank, N.A., as Trustee (incorporated by
reference from Exhibit 4.8 to Bowater Incorporated’s Annual Report on Form 10-K for 1991, SEC File No. 601-08712).
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Ehibit Na.

4.26*

4.27°

4.28¢

4.29*

4.30°*

9.)*

10.1*

10.2¢

Seurce AbubiBowaler Ing.. 16-K:A A 30, 2010 tonsenr,

Deseription

Fm_n? ?f Amended and Restaicd Support Agreement, among AbitibiBowater Inc., Bowater Canadian Holdings Incorporaicd,
Sgutcm;:azl& f’:anada Inc. and Bowater Incorporated {incorporated by reference from Exhibit 4.1 1o the Company’s Form S-3ASR filed
lober 29, ).

Centificale of Designalion of Special Vating Stock of AbitibiBowater Inc. cffective as of 5:45 a.m. Eastern Time on October 29, 2007
ggﬂm)ﬁ by reference from Exhibit 4.1 to the Company’s Current Report on Form 8-K12B/A filed October 29, 2007, SEC File No.

13.75% Scnior Secured Notes due 201 Indenture, dated April 1, 2008, by and among Abitibi-Consolidatcd Company of Canada, the
Guarantor Partics named therein and Wells Fargo Bank, National Association (incorporated by reference from Exhibit 10.1 10 the
Company's Current Report on Form 8-K filed April 7, 2008, SEC File No. 001-33776).

15.5% Senior Nolcs due 2010 Indenture, dated April ), 2008, by and among Abitibi-Consolidated Company of Canada, the Guarantor
Partics named thercin and Wells Fargo Bank, National Associaticn {incorporated by rference from Exhibit 103 to the Company's Current
Report an Form 8-K filed April 7, 2008, SEC File No. 001 -33776).

8% Convertible Scnior Noles.duc 2013 Indenturc, dated April 1, 2008, by and among AbitibiBowater Inc., Bowatcr Incorporated and The
Bank of New York Trust Company, N.A. (incorporated by reference from Exhibit 10.8 to the Company’s Current Report on Form 8-K filed
April 7, 2608, SEC Filc No. 0601-33776).

Form of Amended and Restated Voting and Exchange Trust Agrecment among AbitibiBowater Canada Inc., Bowater Canadian Holdings
Incosporated, AbitibiBowater Inc., Bowater Incorporaled and CIBC Melton Trust Company (incorporated by reference from Exhibit 9.1 10
the Company's Form S-3ASR filed Oclober 29, 2007).

Purchase Agreement, datcd March 24, 2008, by and between AbitibiBowater Inc, and Fairfax Financial Holdings Limited {incorporatcd by
teference from Exhibit 10.1 to the Company's Current Report on Form 8-K filed March 28, 2008, SEC File No, 001-33776).

8% Convcrtible Senior Notes duc 2013 Registration and Qualification Rights Ag , daled April 1, 2008 (incorporated by reference
from Exhibit 10.9 to the Company's Current Repornt on Form 8-K filed April 7, 2008, SEC File No. 001-33776),
.63-
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Deseription

Amendment No. 6 to Amended and Restated Receivables Purchase Agreement, daled as of May 22, 2009, to the Amended and Restated
Reccivables Purchase Agreement, dated as of January 31, 2008, by and ameng Abitibi-Consclidated U.S. Funding Com., Furcka
Securitisation, ple, as an investor, Citibank, N.A_ as a bank, Citibank, N.A., London Branch, as opcrating agent for the invesiors and the
banks, Abitibi Consolidated Sales Corporation, as an originator and as servicer and Abitibi-Consolidated Inc., as an originator and
sulm:nri;cr (incorporated by reference from Exhibit 10.1 10 the Company’s Current Report on Form 8-K filed Junce 2, 2009, SEC Filc No.
001-33776).

Amcndment No. 7 to Amended and Restated Reecivables Purchasc Agreement, dated as of June 12, 2009, 10 the Amended and Restated
Reccivables Purchase Agreement, dated as of January 31, 2008, by and among Abitibi-Consolidated U.S. Funding Corp., Eurcka
Sccurilisation, plc, as an investor, Citibank, N.A., as a bank, Citibank, N.A., London Branch, as operaling ageat for the investors and the
banks, Abitibi Consolidated Salcs Corporation, as an originator and as scrvicer and Abitibi-Consolidated Inc., as an originator and
subservicer (incorporated by reference from Exhibit 10.) to the Company’s Current Report on Form 8-K filed Junc 18, 2609, SEC File No.
001-33726).

Sccond Amended and Restated Reccivables Purchase Agreement, dated June 16, 2609, by and among Abitibi-Consolidated U.S. Funding
Corp., as the scller, Abitibi Consolidated Sales Corporation and Abitibi-Consolidated Ine. as originators, Abitibi Consolidated Sales
Corporation, as servicer, Abitibi-Consolidated Inc. as subservicer, Citibank, N.A., as agent, Barclays Capiftal Inc., as syndication agent, The
CIT Group / Busincss Credis, Inc., as documentation agent, and Citibank, N.A., Barclays Bank PLC and the other financial and other
institutions from time 1o time party thercto, as banks (incorporated by reference from Exhibit 10.2 to the Company's Cusrent Repon on
Form 8-K filed December 18, 2009, SEC File No. 001-33776).

Ninth Amendment and Conscnt, dated as of February 27, 2009, (0 the Credit Agreement dated as of May 31, 2006 by and among Bowater
Incorporated, Bowaler Newsprint South LLC, cestain subsidiarics and affiliates of Bowater Incorporated and Bowater Newsprint Seuth
LLC party thereto, AbitibiBowaler Inc., the Lenders and the Canadian Lenders party thercto and Wachovia Bank, National Association, as
administrative agent for the Lenders panty thereto (incorporated by reference from Exhibit 10.1 to the Company's Current Report on Form
8-K filed March 4, 2009, SEC File No. 601-33776). :
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10.17° Form of Offcr to Guaranicee a Loan (ranstated from French) tincorporated by rference from Exhibit 10,2 1o the Comp
on Form 8-K filed May 12, 2009, SEC File No. 601 -33776).

10.18° Form of Amendment Lelter among Abitibi-Consolidated Inc., Donohue Corp, and Investissement Quebee dated Octobe M 0.y
Investissement Quebee’s Offer to Guarantee a Loan dated as of May 6, 2009 (incorporaicd by reference from Exhibu 10 ¢« i
Quarnterly Repont on Form 10-Q for the quarter ended Scptember 30, 2609 filed November 13, 2009, SEC Fite No 60! o

10.19°* Guaranty ard Undertaking Agreement, dated as of Junc 16, 2009, amony the Guarantors panty thercto, cach a debior and ot .
under Chapter 14 of the Bankruptcy Code, Abitibi-Consolidatcd Inc.. an obligator, and Citibank, N.A., as agent (incorperuted by L -
from Exhibil 10.6 10 the Company’s Quanierly Report on Form 10-Q for the quarter cnded June 30, 2009 filed August 11 s <
001-33776).

10.20* Implementation Agrecment among Abitibi-Consolidated Inc., Abitibi-Consolidaicd Company of Canada, Alcoa Canada & -

Manicouagan Power Company and to which intesvened HQ Encrgic Inc., datcd Scpicmber 3, 2009 (incorporated by i, -
10.) 1o the Company’s Current Report on Form 8-K filed December 13, 2009, SEC File No. 601-33776).

10.21¢ Acquisition Agreement among Abitibi-Consolidated Inc., Abitibi-Consolidated Company of Canada and HQ Encrgic I, e .
November 12, 2009 (incomporated by seference from Exhibit 10.1 to the Company"s Current Report on Form 8-K filed Now« v -
SEC File No. 001-33776).

10.22¢ CDNS230 million Super Priority Debtor-In-Possession Credi Facility dated December 9, 2009 between Abitibi-Consoli .
3239432 Nova Scotia Company (incorporaicd by reference from Exhibit 10.1 to the Company’s Curent Report on Form -4 11, «
December 15, 2009, SEC File No. 001-33776). :

$10.23¢ Employment Agreement, dated as of April 4, 2606, by and between Bowater lncorpomlgd and David J. Patersen (incorper. - . -
frem Exhibit 10.1 to Bowater Incomorated’s Quarterly Report on Form 10-Q for the period ended March 31, 2006 fiteg - ¢
File No. 00)-08712).
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Certification

1. David J. Patcrson, cenify that:

"~

f have seviewed this amendment to the annual seporst on Form 10-K for the year ended December 31, 2009 of ABITIBIBOWATER INC.;

Bascd on my knowledge, this report dues not conlain any untrue statenient of a material fac or ot to state a malcrial fact nccessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with scspect to the perivd covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, Rirly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, ihe periods presenied in this repost:

The registrant’s other centifying officr and § are responsible for establishing and saintaining disclosurc controls and procedures (as defined in Exch
Act Rulcs 13a-15(c) and 15d-15(c)) and inicrnal control over financial reporting (as defined in Exchange Act Rules §3a-05(f) and 15d-1 S(N) for the
segisteant and have:

a)  Designed such disclosurc conirols and proccdurcs, or d such disclosure Is and proccdures 10 be designed under our supervision, to ensure
1ha1 matcrial information relating fo the registrant, including its ¢ lidated subsidiarics, is made known to us by others within those entitics,
pasticulasly during the period in which this report is being prepared;

b)  Designed such intermal control over financial reporting. of caused such intcrnal control over financial reponting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for cxtemal
purposes in accordance with generally accepted accounting principles;

¢}  Evaluated the cffectiveness of the registrant’s di €o! and proced and pr. d in this repert our conclusions about the effectivencss
of the disclosurc controls and procedures, as of the end of the period covered by this report based on such cvaluation; and

d)  Discloscd in this ecport any change in the regisirant’s intemal control over financial reponting that occurred during the segistrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the casc of an annual report) that has matcrially affccted, or is seasonably likely 10 materially affect,

P

the registrant’s i | | over ial rcporting; and

The registeant’s other centifying officer and | have disclosed, based on our most secent evaluation of internal control over financial reporting, to the
tegistrant's auditors and the sudit committee of the tegistrant's board of directors (or persons petforming the cquivatent functions):

(WY

a) Al significant deficiencics and material weaknesses in the design or eperation of internal | over financial reporting which are y
likely 10 adversely affeet the registrant’s ability 10 secord, process, summarize and repost financial information; and

b)  Any fraud, whether or not matcrial, that involves management or other cmployees who have 3 significant rolc in the registrant’s internal control over
financial reposting.

Date: Aprit 30, 2010

I David ), Paicrson

David J. Patcrson
President and Chicf Exccutive Officer

Semircer atnbibubersaer ne 16K A Apal 39 2010



ExflBiTazs
Certification

Pursuant 10 18 US.C. § 1350, as adopled pursuant to Scction 906 of the Sarbanes-Oxley Act of 2002, the undersigned officer of ABITIBIBOWATER INC. (the
“Company™), hercby certifics, to such officer’s knowledge, that the Company's amendment (o ils annual report on Form J0-K for the year ended December 31,
2009 {1he “Repont™) fully complics with the requirements of Section 13(a) o 15(d), as applicable, of the Scouritics Exchange Act of 1934, and that the
information contained in the Report fairly presents, it alt material respects, the financial cundition and results of opcrations of the Company.

Dated: April 30, 2010 /s/ David J. Paterson
Namc: David J. Paterson
Title: President and Chicl Exceutive Officer

A signed original of this writicn statement required by Section 906, or other document authenlicating, acknowlcdging or otherwise adopting the signature that
appears in typed form within the clectonic version of this writicn statement required by Scction 906, has been provided to AbitibiBowater lac. and will be
setained by AbitibiB {ne. and fumished to the Securitics and Exchange Commission or its staff upon request.

The forcgoing certification is being furnishicd solely pursuant to 18 US.C. § 1350, as adopied pursuant to Scction 906 of the Sarbanes-Oxley Act of 2002, and is
not being filed as pant of the Report or as a separate disclosurc document.
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