CANADA

PROVINCE OF QUF:BE; SUPERIOR COURT
.DISTRICT OF MONTREAL Commercial Division
(Sitting as a court designated pursuant
to the

Companies’ Creditors Arrangement Act,
R.5.C., c. C-36, as amended)

Mo: 500-11-036133-094 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

And

NPOWER COGEN LIMITED

AFFIDAVIT OF PHILLIP PIDDINGTON

[, PHILLIP PIDDINGTON, residing and domiciled in Swindon, Wiltshire, U.K., hereby
make the following solemn declaration:

1. I am a duly authorized representative of Npower Cogen Limited (“Cogen”);

2. | have personal knowledge of the facts below or where | am advised by others, | truly
believe same to be true;



The declarations in, and the exhibits attached to, this affidavit are in supplement to
those in Cogen’s notice of motion and Kevin Ansell’s supporting affidavit attached
thereto (the “Ansell Affidavit”), each dated September 24, 2010 (collectively, the
“Cogen Motion Record”}.

All references to defined terms are the sarme as those previously defined in the Cogen
Motion Record,

Kevin Ansell, Gary Chapman and 1, all of Cogen, have searched our files subsequent to
the Ansell Affidavit, and as well have spoken with others at Cogen and found further
evidence in support of Cogen’s position, as set out in greater detail in the Cogen
Motion Record, that Abitibi and BPCL collectively and individually made statements
and commitments that led Cogen to believe that its continued supply of energy to
BPCL post-Abitibi’s filing for CCAA protection would be paid and/or guaranteed in full
by Abitibi.

Direct Verbal Confirmation From Abitibi of Its Post-Filing Support Commitment

| have further reviewed the documents attached to this affidavit and the Cogen Motion
Record myself and with other Cogen personnel, and as best | can determine to this
point, my conversation with Allan Dea referenced in the Ansell Affidavit contained in
the Cogen Motion Record, in fact occurred on about August 12, 2009.

As noted therein, and without limiting what is stated therein and which | confirm is
correct other than as to the date of the call with Mr, Dea;

a) I had a telephone discussion with Mr. Dea, Abitibi’s then Vice-President
- Finance - Operations, in order to get Abitibi's view on where things
were headed for BPCL. | initiated the call because | was concerned that
the discussions and negotiations regarding the restructuring of the ESC
{which had begun in the fall of 2008) were not progressing and that
BPCL was again running monthly losses putting continued etectricity
supply at risk. '

b) Mr. Dea advised me that Abitibi needed Cogen’s continued support and
that to that end, Abitibi would continue to support BPCL, because
whatever the final decision regarding the ESC, Abitibi wanted a
managed solution and would continue to support BPCL to that end.

c) This conversation reflected and was consistent with what Mr. Dea and
others at Abitibi had said and represented to Cogen - to wit, Abitibi
needed Cogen’s continued supply of electricity and steam to BPCL and
that Abitibi was committed to supporting BPCL. to that end.

The Nature of Electricity Supply Forced Cogen to Supply Until it was Able to Terminate
the ESC

As noted in the Ansell Affidavit, BPCL continued to draw supply throughout the period
in dispute. Because of the continued assurances of payment noted above and in the
Ansell Affidavit, Cegen could not terminate the ESC under its terms on the basis that
BPCL was unable to meet its liabilities as they come due and was contractually obliged
to continue supply BPCL.
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As a result, in effect Cogen was caught in a catch-22 - it could not terminate the ESC,
and given the nature of electricity supply, every time BPCL drew down power, Cogen,
was compeiled to supply. In simple terms, every time, BPCL turned on a light-switch,
Cogen had no choice but to supply electricity. And until, as was the case in February
2010, there was a direct statement that BPCL would not pay for electricity, Cogen
coutd not terminate the contract, and cut the electricity supply.

Looked at another way, if Abitibi had no intention of paying for the electricity it was
drawing down through BPCL, it should not have taken any - for if it had not drawn any
power or steam, none would have been delivered and nothing would have been owing
under the ESC for electricity and steam delivered.

it is also relevant to appreciate, as BPCL and Abitibi both did, that power and steam
could not be stored at the Cogen plant supplying BPCL - when generated such power
and steam had to be transmitted to BPCL. Hence as long as BPCL was operating, it
was entitled to and did draw power and steam, and Cogen had to keep operating the
plant to supply it and could not store the power and steam being generated for
another use.

Given that the electricity usage required BPCL's overt drawing down of electricity and
that it’s and Abitibi's full knowledge that the ESC would not be terminated based their
representations that Cogen would be paid for electricity taken by BPCL, it is,
respectfully, unconscicnable at this juncture for Abitibi to argue that it should not be
liable for the post-filing supply of electricity by Cogen to BPCL that it knowingly and
overtly took.

Secondly, BPCL and through it Abitibi, would have known that there could be serious
health and safety concerns had Cogen simply cut the supply of electricity. The
electricity that Cogen provided was fundamental to maintaining the health and safety
of the work environment at BPCL. BPCL's mill required the use of electricity to supply
the control systems that manage the movement, injection and mixing of large amounts
of corrosive and toxic chemicals, where the loss of power could cause a failure of
these systems that could force uncontrolled leakage of such harmful chemicals. BPCL
also required power for the motors to drive the rollers and belts to carry the paper
sheets at very high speeds in the paper machine in addition to the functions of
lighting, heating and use of office computers at the mill, where the loss of power
would cause paper jams and blockages requiring personnel to further attend to the
machines, and a shutdown of all basic functions within the mill. Given BPCL's
electricity usage, Cogen could not unilateralty or spontaneousty cut the supply of
electricity without potentially dangerous and harmful heatth and safety concerns,
unless BPCL was not operating the mill at the time.

As BPCL operated its mill right up to the date of its filing for administration, Cogen
was caught in the aforementioned catch - 22. It was only after the filing that Cogen
was able to negotiate with BPCL's UK administrators an orderly, timed and managed
cessation of electricity supply in conjunction with the UK administrators shutdown of
the mill.

For these reasons, it would be unconscionable for Abitibi to argue it should not be
liable for the post-filing supply BPCL took, as it knew or should have known that unless
operations at BPCL actuatly stopped, Cogen could not simply cut off supply.
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17.

Additional Documents

The additional documents that | have been able to locate relate to:

a) Abitibi's and BPCL’s representations from as early as the fall of 2008 to
as late as the fall of 2009 that if Cogen continued to supply electricity
to BPCL while Abitibi and BPCL negotiated in good faith to restructure
the ESC, BPCL would continue to operate;

b} Representations from Abitibi and BPCL that Abitibi was committed to
guaranteeing BPCL's obligations to Cogen up to the end of Movember
2009 and thereafter on a rolling monthly basis after November 2009;

and

c) Notes written by Cogen personnel in connection with a meeting
involving Cogen, BPCL and its UK Administrator shortly after the
administrator was appointed on Feb 2, 2010.

These documents are attached as:

a) Documents relating tc ongoing negotiaticns to restructure the ESC so
BPCL would and could continue to restructure;

a.

Email chain ending in email dated November 23, 2008 from
Andrew Cunningham to Kevin Ansell outlining continuing
negotiations as Exhibit “1” ;

Email chain ending in email dated November 23, 2008 from Allan
Dea, Vice-President at Abitibi, to Kevin Ansell outlining
continuing negotiations as Exhibit “2”;

Email dated December 22, 2008, from Andrew Cunningham to
me and others attaching a letter dated December 22 from Allan
Bea at Abitibi as Exhibit “3";

Email chain ending in email dated March 12, 2009 from Andrew
Cunningham to me and others confirming Abitibi’s continued
interest in negotiating with Cogen as Exhibit “4”

Email chain ending in email from Jon Melkerson from Abitibi to
me dated July 17, 2009 relating to negotiations over the ESC as
Exhibit “5”; and

b) Documents relating to the continued post-filing supply commitment;

a.

Email dated November 5, 2009 from Kevin Ansell to Thomas
Seibel, confirming the rolling month to month commitment from
Abitibi as Exhibit “6”; and

Email dated December 4 2009 to June Clark from me confirming
the rolling month to month commitment from Abitibi as Exhibit
((‘7”.

that
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18. Notes relating to the meeting with the UK Administrator dated February 2, 2010 as
Exhibit “8”.

19. Correspondence with the UK Administrator which inter alia evidences the Health and
welfare issue highlighted in the affidavit above, is attached as Exhibit #9."

20, All the facts alleged in the present affidavit are true to my personal knowtedge,

AND | HAVE SIGNED:

SOLEMNLY DECLARED before me at oo et
Swin_q_in_Witgshire UK, this 6™ day of October 2010 || &<
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This is Exhibit "1" referred to in the Affidavit of Phillip Piddington, sworn before
me this 6 day of October, 2010,

1 /i/ OJ\ O

\JCommissioner for Taking Affidavits (or as may be)

(wcs_( CC A el ‘n\\J




Nowina, Michael

From: Andrew.Cunningham@cbcf.com

Sent: Sunday, Noevember 23, 2008 2:01 PM

To: kevin.ansell@RWEnpower.com

Cc: Phillip.Piddington@RWEnPower.com; dafydd. Evans@cbef.com; Mayank Kanga@cbef.com;
allen.dae@abitibibowater.com

Subject: RE: Yesterday's Meeting

Attachments: summary of discussion with npower nov 21 08 a.doc

Kevin

| attach & summeary of the parties’ stated positions at the end of Thursday's meeting.
We will get you the name of the agent for the bondholders.

We look forward to speaking at 8prn on Tuesday.

Andrew

Andrew Cunningham
Managing Director

Close Brothers

Close Brothers Corporaté Finance Limited
10 Crown Place, London, EC2A 4FT

Tel: +44 {0) 20 7655 3127

Fax. +44 {0) 87 0889 5743

Maoh; +44 {0) 77 7553 2629

Email: andrew.cunningham@cbcf.com
Web: http:/fwww.cbcf.com

From: kevin.ansell@RWEnpower.com [mailto:kevin.ansell@RWEnpower.com]
Sent: Fri 21/11/2008 16:56

To: Andrew Cunningham

Cc: Phillip.Piddington@RWEnPower.com

Subject: Yesterday's Meeting

Andrew,

i hope you have recovered from our long day yesterday. | have tried to call you but | gather you are busy for the
next hour. I'm hoping for an earlier finish today, hence this email rather than wait for your meeting to end in orcer
to speak fo you.

[ wondered whether you intend/ would be able to circulate a note that captures the key points of our discussion
yesterday? Phil and | will be trying to see cur exec on Monday as we need fo clarify whether we have
‘overstretched' our negotiating mandate and it would be good to be able to table a note from yourselves with the
key messages from the day.

Also | wonder if Allen has been able to check the name of the agent representing the frustees as-we discussed?

10/3/2010



Finally, I've undertaken 1o provide you with a draft of the wording our legal advisers have suggested would be
needed to ensure the transactions we are contempiating will be robust to any potential 'set aside' risk in the event
of a subsequent insolvency, {1l endeavour to get this to you before our conference call on Tuesday.

I hepe you have a good weekend,

Regards,

Kevin

Kevin Ansell

Senior Asset Manager

Cogen Court, Cranmore Boulevard, Shirley, Sclihull, B9O 4LN,
T: 44 (0)121 506 8072

Fax: +44 (0)121 506 8052
Mobile: +44 {0)7989 454355

Registered Office: Mpower Cogen Limited, Windmill Hill Business Park, Whitehill Way, Swindon, SN5 6PB, Registerad in England and Wales no.
2624987

Come and explore our World of Bright ideas. Explore http:/iwww.npower.com/bbec

‘This e-mail is provided for general information purposes only and does not constitute investment or transactional advice. For the avoidance
of doubt the contents of this email are subject to contract and will not constitute a legally binding contract.

The Information contalned in this e-mail is confidential and intended only for the use of the addressee. If the reader of this message is not
the addressee, you are hereby notified that you have recelved this e-mail in error and you must not copy, disseminate, distrlbute, use or
{ake any action as a result of the information contained in it.

If you have received this e-mall in error, please notify postmaster@npower.com and delete it immediately from your system.

Nelther Npower nor any of the other companies in the RWE Npower group from whom this e-mail originates accept any responsibility for
fosses or damage as a result of any viruses and it is your responsibility to check aftachments (if any) for viruses.

RWE Npower plc. Registered Office: Windmill Hill Business Park, Whitehlll Way, Swindon SN5 6PB. Registered in England and Waies:
number 3892782, This e-mail may be sent on behalf of a member of the RWE Npower group of companies,

10/3/2010



This email is confidential and may be privileged. t may be read, copied and used only by the intended recipient. If you have
received this email in error please contact the sender immediately by return emai! or by telephoning 0207 655 3100, Pleass
then delete the email and do not disclose its contents to any person. Close Brothers Corporate Finance Limited is authorised
and regulated by the Financial Services Authority and is registered as a company in England (number 30676186). The
registered office is 10 Crown Place, London EC2A 4FT.

10/3/2010



gelia-eabtadminsummary

Summary of AB/Npower discussion 20/11/08

Npower Current Proposals

Taking aceount of (a) value of peaking plant, (b) Vauxhall, and (¢) AB taking cashflow risk of
buying gas directly;

(i) AB pays £31m on termination; or £40m and reduction in costs of £1m pm (for period
to termination — if £4m prepayment made); or
(i) AB pays £21m on signing of agreement amendment/easements etc; or
(iii) AB pays E10m on signing of agreemsent amendment/easiments etc and £15m on
- termination
In each case:

- Npower acquires freehold of Cogen at independently agreed value; and

- AB released from Take or Pay provisions for the same sum as freehold value and the
granting to Npower of an option to acquire the freehold of Mill at market value,

AB Position:

- termination charge remains oo high
- credit risk reduction offered by Npower for early payment (10/31) is insufficient

- on the payment of a terminafion charge, that charge should be a lower figure (the
“¥5") to reflect the elimination of the credit risk at that time

Other material points:

- Npower looking for deal to be done by 31/12/08

- Connective Energy's development costs need fo be addressed

- Npower's hedging position has largely unwound - £1.0m-£1,5m remaining

- Npower have some wording that they want in any agreement between AB and its
lenders

Next Steps -

- Npower to give further consideration to credit risk reductions and discuss at Board on
24/11

- AB te discuss position with Group Executive

- . Conference call - 6.00pm Tuesday}’as"‘ November



This is Exhibit "2" referred to in the Affidavit of Phillip Piddington, sworn before
me this 6™ day of October, 2010,

\ - ( 9\(}’\3{\(:&\
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\jommissioner for Taking Affidavits (or as may be)
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Feeney, Renya

. From: Allen.Dea@Abitibibowater.com

' Sent: Thursday, November 13, 2008 3:25 PM
To: kevin,angell@RWEnpower.com Sy
Cc: Phillip. Piddington@RWEnPower.com; thor.thorsteinson@Abitibibbvﬁater.‘com
Subject: RE: Bridgewater / Npower Energy Contract .

Kevin ,

Regarding EnergylLink , do not hesitate to include Dafydd Evans from Close 'B:rofth'ers as oﬁr representative when
you communicate with them . Ty

Thanks ,

Allen .

<kevin.ansell @RWEnpower.com> i Lo
@RWEnp A <Allen.Dea@Abitibibowater.com» * -

cc <Phillip.Piddington@RWEnPower.com>,
<thor.thorsteinson@Abitibibowater.com>
Qbjet RE: Bridgewater / Npower Energy Contract

2008-11-13 1405

Allen,

Thank you for providing the clarification we requested, as you might'expect, we do have different view of the _
‘residual value of the energy contract’ however, we will no doubt discuss this at some length next Thursday.

1 will arrange for correspondence with Energyl.ink to date to be copied to you anid will ensure that they understand
that communications, output and charges should be clearly shared between afl parties. in order to mest the
timescale for cur meeting next week it has been necessary to initiate this work already and for your information a
tele-conference has already taken place betwsen EnergyLink's modellers and our technical people to establish
the plants parameters / capabilities. These will, I'm sure, be clear in the assumptions information with the model
output. : . :

I'fook forward to our next meeting.
Regards,
Kevin.

Kevin Anseli

© 101/2010-
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Senior Asset Manager

Cogen Court, Cranmiore Boulevard Shlrley, Solihull, B90 4LN.
_‘ T: +44 (0)121 506 8072 -

© - Fax: +44 (0)121 506 8052

"Mobile: +44 (0)7989 494355

Registered Office: Npower Cogen Limited, Windmill Hill Business Park, Whitehill Way, Swindon, SN5 6PB. Registered in England and Wales no.
2624987 :

From: Allen, Dea@Abmb:bowater com [mailto;Allen, Dea@Abltublbowater com]
Sent: 13 November 2008 16:24

To: Ansell, Kevin

Cc: Plddington, Phillip; thor. thorstelnson@Abitlblbowater.com

Subject: Re: Bridgewater / Npower Energy Contract

Kevin,

in response to your email, the valus (x) or the "Agreed residual value of energy contract” refates to the termination
value on the contract (i.e., the currerit Transfer Charge) as adjusted for appropriate risk factors. - We are happy to
discuss further what those risk factors (and their appropriate level) should be and | suggest that we explore this at
our meeting next week. However, in the meantime | am keen to ensure that we are working from the same

starting point, that is from the Transfer Charge level of £52 million which formed the basis of our previous
discussions and not by reference to some higher figure.

'In relation to the value of the CHP plant as a peaking facility, we agree to jomtly instruct EnergyLink to underiake
their study on its use in this capacity and understand that they will give initial feedback on their work by the middle
of next week. The basis of EnergylLink's Instructions and their work praduct should be completely transparent
between us, and to achieve that | would request that all instructions, working assumptions, draft reports and any
other communications to and from EnergyLink should be copied to alt parties, 1 would appreciate it if you couid
please advise EnergyLink accordingly when confirming instructions for them to proceed.

As agreed with Phillip, we will meet next Thursday in London.
Regardé,

Allen Dea
V.E. and Treasurer

<kevin.ansell@RWEnpower.com>

A <Allen Dea@ABilibiboWateréom:v '
2008-11-07 13:32
<Phillip Plddinglon@RWEnPower comz, <thor, thorste|nson@Abihhibowater corn>

s Objet Re: Brudgewaterleower Energy Contract -

10/1/2010
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Allen,

Thank you for your email and letter proposing a revised formula for agreeing the termination value "(Z)", Phil and
| have reviewed the letter and would appreciate your clarification on a couple of the items in order that we can

évaluate this approach. v '
You have described value (X) as the "agreed residual velus of energy contrac_i‘".-' We interpret this to mean the

Net Present Value of the profit generated by the current contract. Could you confirm this is your definition of the
phrase? :

Assuming our interpretations are the same, do you have a proposal for how wé égree this figure? Obviously the
calculation will be sensitive to the respective views taken of forward prices for gas, power and other relevant
indecies as well as discount factors etc. Any views you have on this will help us move forward that much more
guickly. S

Regards,
Kevin Ansell
Senior Asset Manager

Cogen Court, Cranmore Boulevard, Shirlgy, Solihull, BS0 4LN.
T: +44 (0)121 506 8072

Fax: +44 (0)121 506 8052

Mobile: +44 (0)7989 494355

Registered Office: Npower Cogen Limited, Windmill BIll Business Park, Whitehill Way, Swindon, SN5 6PB. Registered in England and Wales no.
2624987 .

Come and explore our World of Bright ldeas. Explore hitp:iwww.apower.com/bbec

This e-mail is provided for general information purposes onty and does nol constitute investiment or transactional advice. For the avoldance of doubt
the contents of this email are subject Jo contract and will not constitute a legally binding contract,

The information contained in this e-mail is confidential and Intended only for the use of the addresses. If the reader of fhis message is not the
addressea, you are hereby nolified that you have received this e-mail in error and you must not copy, disseminate, distribute, use or take any action as

a result of the information contained in i,

i you have received this e-malt in error, please notify postmaster@npower.com and delete It immediately from your system.

Neither Npower nor any of the ather companies in the RWE Npower group from whom this e-mall originates accept any responsibility for losses or

damage as a result of any viruses and it is your responsibility to check attachments (if any) for viruses. ——
RWE Npower plc. Registered Office: Windmill Hill Business Park, Whitehill Way, Swindon SNS 6PB. Regisiered in England and Wales: number
3892782. This e-mail may be sent on behalf of a member of the RWE Npowor group of companies. '

10/1/2010



This is Exhibit "3" referred to in the Affidavit of Phillip Piddington, sworn before
me this 6" day of October, 2010,
e
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Feeney, Renya

. From: Andrew.Cunningham@chbef.com -

Sent: * Monday, December 22, 2008 11:40 AM
To: Phitlip. Piddington@RWEnPower.com < 7
Cec: kevin.ansell@RWEnpower.com; dafydd.Evans@cbcf.com; Mayank.Kanga@cbcf.com;

Allen.Dea@Abitibibowater.com
Subject: AbitibiBowater
Attachments: Scan 001.pdf

Phil

As discussed, | attach a letter from Allen Dea setting out AbitibiBowater's posifidn with regard to the
Energy Supply Contract at Bridgewater. If you have questions or comments, please let me know.

Kind regards,
Andrew

Andrew Cunningham
Managing Director

@ Close Brothers

Restructuring Adviser of the Year

2005, 2607 & 2008
Acqulsitions Monthly Magazine .

Close Brothers Corporate Finance Limited
10 Crown Place, London, EC2A 4FT

Tel: +44 (0) 20 7655 3127

Fax: +44 {0) 87 0889 5743

Mob: +44 (0) 77 7553 2629

Email: andrew.cunningham@cbcf.com

. Web: hitp:/iwww.chcf.com

This email is confidential and may be privileged. It may be read, copied and used only by the Intended recipient. If you have
received this emall in eror please contact the sender immediately by return email or by tetephoning 0207 655 3100. Please
then delete the email and do not disclose its contents to any person. Close Brothers Corporate Finance Limited is authorised
and regulated by the Financial Services Authority and Is registered as a company in England (number 3067616). The
registered office is 10 Crown Place, London EC2A 4FT. ’

10/1/2010. .
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P C Piddington Esg. : C
Head of Cogen SR
Npower Cogen '
Cogen Court

Cranmore Boulevard

Shiriey

Solihull

B90 4LN

22 December 2008

SUBJECT TO CONTRACT
Dear Phil

Npower Eﬁergy Supply Contract

Following our meeting on 3" December, | have discussed the issues with collea:gues

and | am now writing to set out our position on the Bridgewater Energy Supply
Contract. ‘

We remain keen to reach a solution and in order to facilitate that solutien, | am
sefling out below two alternative options for a framework for a variation to
Bridgewater's Energy Supply Contract assuming the Mill ceases to source energy.
from the CHP plant on or around 30 September 2009. As you know, no formal
decision has yet been reached on whether to maintain the operation of the Mill.

As ‘part of the overall agreement, AbitibiBowater is prepared to sell the land and
easements required by Npower to operate the CHP plant without hindrance from or
access to Bridgewater's operations, The consideration for the land and easements
will be in the form of a cash payment to AbitibiBowater and we will work with you to
seek an independent valuation of assets purchased by Npower. Subject to approval
by AbilibiBowater's lenders, we expect that execution of a variation to the Energy

Supply Contract and the sale of land and easements would take place during Q1 -
2009. " ) _

1. Option A — Staged payments

AbitibiBowater is prepared to make three staged payments to Npower and a final
payment for the transfer. We are prepared to discuss the basis for the staged
payments although any payment in respect of an invoice under the take oF._pay
arrangements in the Energy Supply Contract would be without prejudice to our
position which does not admit liability for the take or pay charges. The final payment
for the transfer charge would have an additional amount which would equal the cash
consideration received from Npower in respect of Bridgewater’s land and easements.



. - - e w - . .- * LA

- abitibi
© . | - . bowater

Balance -~ .2 - o Payment date Amount {£m)
Staged paymient1 ' On agreement _ 5.4
Staged payment 2 31/03/09 .23
Staged payment 3 30/08/09 : 1.2
Traqsfer charge - ) On termination 8 + value of land
Total L ) ' ~ 16.9'+ value of land

2. Option B~ One off payment

As an altemative, on’ agreement of the variation to the Energy Supply Contract,
AbitibiBowater would  pay Npower a one off payment of £13.3 million plus an .
addifional amount which would equal the consideration received in respect of
Bridgewater's land and easements. The transfer charge. on a subsequent cessation
of the Mill sourcing energy from the CHP plant would be reduced to zero.

3. - Contingent options for AbitibiBowater

in the event Bridgewater continues to source energy from the CHP blant beyond 30
Sep’_cember 2009, we would need to reach an agreement with Npower to:

» reduce energy costs for the Bridgewater Mill beyond 30 September 2009; and -
+ provide an optioh for Bridgewater to repurchase the land sold fo. Npower at fair
: value at the expiry date of the current Energy Supply Contract. ~ ~ -

By 4, Timetablelprocesé
Set out below is an indicativé imetable for next steps in the process:

* Finalise framework of agreed Option A or Option B in early January

» Legal documentation of framework from early/mid January "

* Details of agreed framework to go to AbitibiBowater's lenders as- part of -
- AbitibiBowater's wider discussions in mid/ate January

* Agreement signed by 31 March 2009

I believe thaf this prb;iides a practical way forward and | look forward to hearing from N
you. The discussion at our meeting and the contents of this letifer remain subject to.

the terms of the confidentiality letter agreed betweenus..

1

Please do not hesitate to make contact with myself if you have any ques_tioris, ~——




=" This is Exhibit "4" referred to in the Affidavit of Phillip Piddington, swarn before
— me this 6 day of October, 2010.
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Abitibi Mesting o ST Pagelof?

Piddington, Phillip

From: Andrew Cunningham [Andrew.Cunningham@cbcf.com]

Sent: 12 March 2009 15:04 o
To: Ansell; Kevin; Piddington, Phillip i
Ce: Clark, June; Dafydd Evans; Mayank Kanga :
Subject: RE: Abitib! Mesting

Feltow Up Flag: Follow up
Flag Status: Red

Phil, Kevin

Further to my chat with Kevin yesterday, | have heard back from Allen that henow needs to stay in Canade
next week as he needs to continue to devote his time to the refinancing. 1 appreciate that the continued
hiatus Is sub-opfimal but it Is unavoldable given Allen's priorifies. He remalns commitied to reaching
agreement with Npower on the way forward and | will come back to you ag soon as [ have some visibility on
when he will be over to conclude the discussions from late last vear.

Thanks
Andrew

Andrew Cunningham
Menaging Director

e Close vty
Restructuring Adviser of the Year
20085, 2007 & 2008

Acqdisitions onihly Magazine

Finanoe Liasted

9 Gorporate
k e, Landon, EORA GFT
Tel A4 Y 20 TREE 3107

Fawe 44 () 87 D8RS Bra3

ot w44 (00 7Y 7553 2629

Ermed endraw . cumningizni@abol com
Woh: Ritpi/fwvew.chef.corm

From; kevin.anseli@RWEnRpower.com [mailto:kevin.ansell@RWEnpower.com

Sent: 11 March 2009 16:03

To: Andrew Cunningham

Cc: June.Clark@RWEnpower.com .

Subject: Abitibl Mesting : _ .-
Importance: High

Andrew,

Phil mentioned sévera[ days ago that you thought Allen Dea might be available to meet in London next week,
(17th | think). As always, diaries are under pressure, can you confirm whether or not this is happening
please?

01/10/2010



... This is Exhibit "0" referred to in the Affidavit of Phillip Piddington, sworn before
I me this 6 day of October, 2010,
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Re: Call e Page 1 of 2

Piddington, Phillip

From: JonMelkerson@Abitibibowater.com :
Sent: 17 July 2009 21:52 '
To; Piddington, Phillip

Subject: Re: Call

Thanks

From: [Phillip.Piddington@R WEnPower.com]
Sent: 07/17/2009 09:44 PM CET

Tao: Jon Melkerson

Subject: Re: Call

Jon

Somry 1 missed the ecafl o

We will confimm cur restructure offer with Npower board approval subject to contract to allow BPCL the best chance we
can -

However we will need a decision from your end quickly

1 believe that bafl cur teams are trying to get a sohution that is workable in the long term

Sorry to intrude on your holiday time .

Phil

—-- Qriginal Message +----

From; Jon.Melkerson@Abitibibowater.com <Jon.Melkerson@Abitibibowater.coni>
To: Piddington, Phillip

Sent: Fri Jul 17 18:20:28 2009

Subject: Call

Sorry we didnt connect on call this morning so let me summarize what would
have been our discussion,

The BW will not survive w/o this new agreement. With the agreement the
mills chances improve dramatically. Additionally the agreement allows us
to look moré serisously at some of the strategic nvestments we have
identified. Time is critical. Major decisions will be made at our July

30th Board meeting and management needs ample time prior to that meeling
(o make its recommendation and decision. This points to finalizing this
agreement in principle no later than a week from today.

1 will be on vacation for the following 7 days bur.will follow up with JF
and Barry during this period, " ’ :

LTIEY Tarany LA LR L T L T T T Ty T

Come and explore cur World of Bright ideas, Explore http:ieww.npower.comibhes

e PhARL TRt N R AR AN NS P u N AR AR AR AT

This e~mail is providad for general Information purposes only and does not constitute invesimsnt or transactional advice. For the
avoicance of doubt the contents of this email are subjact 1o contract and will not constitute a legally binding contract.

The infermation contained in this e-mail is confidential and Intendad only for the use of the addressee. if the reader of this message is
not the addressee, you are hereby notified that you have received this e-mail in error ang you must nol copy, disseminate, distribute,
use or fake any action as a result of the information contained in it.

30/09/2010



Mr Barry Benson .
Bridgewater Paper Company Limited
North Read

Ellesmerg Port

South Wirral

Merseyside CH85 1AF

217 July 2009
Dear Sirs

Energy Supply Confract ("ESC*) dated 3 August 1998 originally bet\n\keén National
Power Ple and Bridgewater Paper Company Limited ("BPCL") ahd subsequently
assigned to Npower Cogen Limited ("Cogen”) T

We refer to the ESC and to recent discussions between Cogen and BPCL regarding
BPCL's request to amend the terms of the ESC. The RWE Npower management has
given approval for the following offer to be provided to BPCL. This offer replaces the
previous offer dated 3 July 2009 which is hereby withdrawn,

The offer describes the key elements of the existing ESG charges and principles to be
amended and is subject to contracl, Unless amended by this offer the terms and
provisions of the ESC shall continueto apply for the fuil term of this offer

T ar

& The steam charge per tonne of steam supplied shall be £3.50 based on &
delivered gas price of 14.07 pence per therm. The steam charge will be adjusted
monthly for the actual average delivered price of gas according to the following
formula:

Steam charge = £3.50 x Delivered Gas Price
14.07

b. The eieciricity charge per MWh of electricity supplied shail be £9.00 based on a
delivered gas price of 14.07 pence per therm. The electricity charge will be
“adjusted monthly for the aciual average delivered price of gas according to the
following formuia; ) ‘ )

Electricty charge = £8.00 x Delivered Gas Price
14.07 .

¢. The standing charge will be £430,000 per calendar month from the .
commencement date of the revised terms. The standing charge will be adjusted
quarterly to PPI {as defined within the ESC) only.

d. A buyout payment {via the take or pay provisicn of fh_e‘ex!siing confract) of £4m
to be payable in equal monthly instalments over the initial three month period of
the revised terms, irrespective of the actual commencement date of the revised
terms. ‘

& Replacement of the £ESC clause 9.11 Transfer Charge, 9,12 Default Transfer

e

Charge and 9.13 Mo-Fault Transfer Charge with a fixed charge of E5m and a final

transfer charge of £1m in 2020, For the avoidance of doubt, in the event that the
- charge under clauses 9.11, 9.12 or 8.13 becomes liable due to an event of



e e -

default the asset wiil remain in the ownership of Cogen and will not fransfer to
BPCL. ) : .

An eam-out provision such that In any financiel year where BPCL post tax profit
exceeds the fhreshold values given in the following table, the value in excess of
the threshold Is to be shared with Cogen at the percentages shown:-

L P

Annivefséry of [Yeard [Yew2 Year 3 Yoar 4 6 end of contract term
commencement : ' in 2020

‘| of revised terms

Threshold Value | £500,000 | £4,000,000 | £1,500,0000 | £1,500,000

Percentage share | 50% - {40%  [25% T 1 25%

lo be paid to

Cogen

except that where BPCL implements plans for new investment at the paper mill,
the earn-out shown for the relevant year will apply up until the end of the year in
which a new investor becomes financially involved in the shareholding of 8PCL,
and thereafter the percentage share to Cogen will reduce to Zero for the
remainder af the contract term. The provisions of this item 1(f) shall be subjeci fo
Gogen total eamings being capped at those due to under the current ESC terms.

The current un-amendad ESC provisions for steam take or pay wili be replaced
(from commencement of the revised terms) by a steam offiake volume lolerance
of 2009 steam volume (narmatised for full year) +/- 10% with value recavery
reechanism (take or pay or similar) for periods outside tolerance.

BPCL eleciricity offtake volume to be capped at 106% of the 2009 eleclricity
offtake volume (normalised for full year). ‘

BPCL pay full import price for slactricity imported during périodé of gas turbine
unavaitability subject to a cap of 1000hrs of unavallability per year.

BFCL hold Cogen neutral to the carbon costs associated with BPCL steam and
electricity supply from the CHP (from commencement of EUETS Phase I
onward). . . .

BPCL required to pay Cogen for the volume of gas purchased to meset BPCL -
steam and electricity demand from the CHP by no mire than 28 days fellowing
purchase of gas by Cogen and BPCL shall be restricted to forward purchase
{hedging) of gas for a maximum of ons rmenth ahead.

Cogen shall be entitled to cease further supply of steam-and electricity {without
default) in the event that the payment.due under peint.1(k) becomes overdue by
more than 10 calendar days. s :

. Land, asséciated rights of access, wayleaves .infrastructure ( switch gear ete )

and consents required.for standalone operation of the CHP plant to be sold
andfor assigned to-Cogen at fair market value {estimated fo be no more than -
£1m} prior to commencement of the revised terms,

The amended iem%s will commence from 1% August-zooé conditional on
completion of transfer under item 1(m) and continued full settiement of ongoing

energy invoices up to the date. of commencement of these terms and shall
terminate on 1% August 2020. . B . o -

The existing take or pay lability accrued under the ESC to date will be confirmed
as settled / removEd on receipt of the payment described in 1(d).



p.  Cogen will retain full ownership of the CHP plant including all operafional and
CHP plant maintenance/asset risk (subject to item 1(i)).

This offer Is valid for 14 days from the date of this letter. We hope that you will find the

above offer to be of interest and ook forward to your response in due course.

Yours falthfully,

P_C Piddington
Npower Cogen Limited



This is Exhibit "6” referred to in the Affidavit of Phillip Piddington, sworn before
-------- me this 6™ day of October, 2010,

Do

_//Commissroner for Taking Affidavits (or as may be)




Piddirwﬂn, Phillip

From: Ansell, Kevin

Sent: Q& November 2009 12:58

Toy . Seibel, Thomas ‘

Cc: Piddington, Phillip; Russel, David; Humphreys, Neil; Wey, Mike
Subject: BPCL 5
Thomas,

One of my team has spoken lo the Bridgewater FD this week. He has confirmed that Abitibt has provided the BPCL
directors with a further letter of support {vaid fo end of November). The view shared was that this letter would be
renewed each month for the next few months at least. S '

Regards,

Kevin.



ThlS is Exhﬁmt ‘7" referred to in the Affidavit of Phillip Piddingten, sworn before
e me this 6™ day of Qctober, 2010
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PIddingtin, Phillip

From: Piddington, Phillip

Sent: 04 December 2009 16:02

To: . Clark, June

Subject: Fower point slide

June, ‘

Please can you draft this up as a PowerPolnt slide on Monday and circutate to Kevin Ansell and lan Russell for
comment copy me, ‘

Thanks

#hil

Update on Bridgewater Paper -

e & & 4 4 o @

Financlal position has deterioraled now expected to make a loss of £10m in 2009 with weaker paper prices into

" 2010

Abltibi has applied to separate the involeing and colfection of payments from European custemers buying paper
exported from north American assets .

Abitibi has reduce the period of cover to suppoert BPCL from three months to a rolfing one months cover

BPCL siifl expect a restructure but our expectation is that Abitib! wil announce closure of BPCL in Q1 2010

We have legal documentation drawn up to issue at short notice in the event that they announce closure or default
Cogen O&M have a contingency plan to respond at short natice If reguired

Cogen has an agreed communications plan with Corporate Communication to implement if negded

- Current short term net credit exposure has reducad £xm which is on the risk register

Qur plan remains to try and secure the unit as a STOR facility in the event of closure.



’Iﬁis,,is.Exhibit “8" referred to in the Affidavit of Phillip Piddington, sworn before
__ me this 6" day of October, 2010.
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This }_s__gmllii)jj;_"‘}" referred to in the Affidavit of Phillip Piddington, sworn before

V7 A __me this 6™ day of October, 2010,
M/ T
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cogen

The Adrinistrators

Bridgewater Paper Company Limited
North Road

Ellesmere Port

South Wirral

Merseyside CHE5 1AF 2 F‘Q b mZ@l o

Dear Sirs

Energy Supply Contract {"ESC") dated 3 August 1998 originally between National Power Plc
and Bridgewater Paper Company Limited ("BPCL"} and subsequently assigned to Npower
Cogen Limited {"Cogen")

We refer to the ESC and to your appeiniment to BPCL.

Cagen supplies electricity and steam to BPCL pursuant o the ESC. Clause 17.3(b} glves Cogen the
right to terminate the ESC upon the appointment of an agdministrator to BPCL, or upon BPCL no longer
being able to pay s debls, Clause 17.3(a) also gives Cogen the right t¢ terminate if BPCL falis to pay
sums due and the default is not remedied within 20 business days.

Cogen's right to {ferminate the £SC pursuant to clause 17.3(b) falls away if the administrator provides
Cogen with & guarantee of BPCL's future performance of the ESC "in such form and amount as
[Cegen] may reasonably require.” .

Cogen's right 1o terminate pursuant to clause 17.3(a) is nol affected by the provision of such a
guarantee. This means that Cogen will be entitied to terminaie the ESC if the administrator does not
also pay charges incurred prior to the adminlstrator's appeintment.

Please let us know by return whether you will want BPCL to continue receiving supplles of electricity
and steam following your appointment as administrators,

If you will want ongeing supplies, we will require a guarantee signed on the day of your appointment
as adminislrators in the following terms:

1. On [datfe], we [names of admin/strators] wers appointed administrators of
Bridgewater Paper Company Limited (“BPCL"). [n consideration of your agreement 1o

conlinue making suppliss under the Energy Supply Contract ("ESC") dated 3 August
1988, we agree to procure that BPCL will;

(a) within & days of our appointmeni pay all arrears of sums due under the ESC; end

{b) perform all of its obligations under the ESC including, without' limitation, the payment

of:
0] Standing Charges, Cogen™
" npower Cogen
(i) Electriclty Charges, and Copes Court
Cranniore Boulevard
Shist
(iii) Steam Charges, St 150 4L

(in each case as defined in the ESC) whether they arise in relation to periods . (ta1ree o oo

before the date of our appointment or after. T VORIV T o
Regtsierd olfice:
2. We will treal all such payment obligations as expenses of the administration Npoves Cogen Limited

Windmill Bili Business Pai

pursuant to paragraph 92(4) of Schedule B1 to the Insclvency Act 1986, These Whitehill Way
payment obligations shalf be met in full in accordance with the ESC and we will not  swinden

assert any right of set-off, llen or counter claim in respect of them. vidhishite SIS VB
Registeind in Coglend
ang ¥aloes o, I624887

[Q%@gﬁgﬁﬁmﬁ_



roower

cagen

3. Should we falf to procure the payment of any sum due to Cogen on iis due date (or,
in the case of arrears, within 5 days of our appoiniment), we agree that Cogen will
have an immediate right to stop making supplies of steam and electriclty under the
ESC and/or fo terminate the ESC by giving notice pursuant to clause 17.3(b).

4. The only exceptions to the provisions set out above are any Transfer Charge,
Default Transfer Charge, or No Fault Transfer Charge for which BPCL is or becomes
liable (In each case as defined in the ESC) ("Transfer Charges®). Transfer Charges
shall not be pald as expenses of the adminlstration buf shall continue lo subsist as
unsecured obligalions and shall be freated accordingly.

5. By giving one month's written notice to Cogen, we can terminate this guarantee in -
refation o future supplies. Such a termination will not affect the liability under this
guarantee In respect of supplies made before termination, regardiess of when the
associated charges fail due for payment. Upon such termination, Cogen shall be
enlitled 1o stop making supplies of steam and electricity under the ESC andfor to
terminate the ESC by glving notice pursuant {o clause 17.3(b)."

Unless we receive a guarantee fn these ferms by 5 pm on {he date of your appointment, we will
assume that you are not prepared to provide a guarantee in a form reasonably required by us and we
will be entilled to stop making supplies of steam and eleclricity under the ESC and/or to ferminate the
ESC.

Yours falthfully,

AR Qc;‘rmf FREY
o CofTEnd ’@6‘5

Hersn

Page 2

An RWIE company



sl
R

I More London Place

W_,'“mmumnmm““'“”“““””'""'mm%

UNG Ernst & Youny [LP
@”\ Tel; 020 7951 2000
((; ,-'\

LA Fax; 020 7951 1343
ﬁj ‘&,(._ " WaW.aY.comfuk

8
N Ay by
* « ® " "‘n:'zf%
< % S

Npower Cogen Limited N Z February 2010
Cogen Court : :
Cranmore Boulevard Rel: ML7EKHRBAVG
Shirley girecl line: 020 73;511 ;023

iracl fax: 020 7
Solihull B9O 4LN | Emal: Kroyuool @by com

For the attention of P C Piddington Esq

Dear Sirs

Bridgewater Paper Company Limited (in Administration) ("BPCL"}

Energy Supply Contract ("ESC") dated 3 August 1998 originally between National
Power Plc and Bridgewater Paper Company Limited and subsequently assigned
to NPower Cogen Limited ("Cogen™)

We refer to your letter of 2 February 2010 and to our meeting earller today. We are writing to
confirm the Joint Administrators’ position on the matters raised In your latter and during -the
meeting.

As discussed during the meeting:

(a) Neither BPCL nor its Joint Administrators are in a position to pay any amounts due to
Cogen for the period up to the commencement of BPCL's administration;

(b) We have requested that you agree to carry on supplying steam and electricity to BPCL
during its administration on the following terme:

(1) that, notwithstanding any term of the ESG, there be no charge for such supplies;
{2) accordingly, and for the avoldance of doubt, no amount shall be payable to Cogen as

an expense of BPClL's administration in accordance with paragraph 99(4) of
Schedule B1 fo the Insclvency Act 1986 or otherwise. _

For the avoidance cf doubt, any steam or electricity stpplied by Cogen to BPCL on and
from the date of the commencement of BPCL's administration shall be treated by BPCL
and its Joint Administrators as being made free of charge and shall treat Cogen (by virtue
of its continuing to make such supplies) as having accapted the terms referred to in
paragraphs (1) and (2) above;

(¢} BPCL's Joint Administrators are continuing to evaluate whether BPCL's business can be
restructured as a gelng concern and, if Cogen agrees to continue supplies on the terms
outlined in paragraph (b} above, expect {o confinuie an open dialegue with Cogen as to
the possibility of Cogen's potential participation in any restructured business going

forward;
“L ‘k‘i'l The UK iem Ernet & Younq LLP &5 2 Kmited RabBity
¥ i parinership rogistarad n Englant and Walts b
cegisierod number DC 30000 aad Is & member Hm !
Y sl
4—\ ’-f’ . Bt R Young Globaf Limited, A fist of members” names

-y 15 avalable for inspeclion ol L MoreLondon Flaco,
. + Longon SEL 2AF, L tir's peinchpal plico of tusiness.
. INVESTOR IN PEQPLE and regiskered oifice.
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(d}y We would be grateful if you could confirm the terms on which Cogen or any of its
afflliates (as the case may be) would supply electricity to BPCL for ongeing elactricity
supply should a decision need to be taken at any time to close BPCL's rmanufacturing
operations;

(e} If at any time Cogen decide to stop supplies of electricity and/or steam to BPCL please
provide us and BPCL with at least 72 hours notice before stopping such supplies, to
enable us to manage health and safety, environmental and other risks associated with a
shut down; and

() If it becomes apparent to BPCL's Joint Adminlstrators at any time that it is not possible or
cost effective to restructure the business of BPCL, the Joint Administrators will need to
take such steps as are avallable to them to minimise expenditure and realise BPCL's
assets for the benafit of creditors.

This letter is without prejudice to the ability of the Joint Administrators of BPCL to exerclse any
of their statutory or other powers at any time.

As discussed, the channel of communications Is very much open and we would welcome any
propositions that you may have. Please do not hesitate to contact us if you have any queries.
In the first instance please contact Kevin Haywood on 07785 355901.

All of BPCL's and the Joint Administrators’ legal rights are reserved,

vuren Fon i olle
\i, WIS 1qiuinuny

By

Roy Bailey .
for and on behalf of the Joint Administrators of Bridgewater Paper Company Limited, as agent
and without personal liability

The Inslitute of Chartered Accountants in England and Wales authorises A R Bloom and T A Jack to act ag Insolvency
Practitioners inthe UK under section 380(2)(a) of the Insolvency Act 1886 and the Assoclation of Chartered Cerlified Accountants
authonises R Balley 10 act as an Insclvency Pracfitioner in the UK under seclion 390{2)(z) of the Insolvency Act 1986

The affalrs, business and property of Bridgewater Paper Company Limited {the “Company®) are being managed by the Joint
Administrators, R Balley, T A Jack and AR Bloom wha act as agents of the Company ehly and withoul parsonal Hablliy,
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Ernst & Young LLP
1 Mora London Place
London SE1 2AF

For the attention of Mr Kevin Haywood

cogen

Your ref
Qur ref PCP/jc

Name  Phil Piddington
Phone 0121 506 8041
Fax 0121 506 8050
E-Mail

4 February 2010

Dear Sirs,

Bridgewater Paper Company Hmited {in Administration) ("BPCL")

Energy Supply Confract {"ESC") dated 3 August 1998 originally between National
Power Pl¢ and Bridgewater Paper Company Limited and subsequently assigned to
Npower Cogen Limited {"Cogen"}

We refer to your leiter dated 2" February and our discussions earlier today.

1

With reference to paragraph {a) of your letter we reserve our right o seek full settiement
of any amounts dus to Cogen from BPCL up to the tommensement of the
administration.

With reference o paragraph (b) of your letter we consider it unreasonable for the
adminisirators to assume that Cogen wiil now provide steam and eiectricity suppiies io
the BPCL milf at no charge. Uniess and untii the ESC is terminated, BPCL's obligation is
to pay for the steam and elechricity that it takes ai the prices determined by the ESC,
Gontinued supply by Cogen does not, therefore, signify accepiance by Cogen of any
other terms save as expressly sat out below.

We recognise that you require several days from commencement of the administration
process to evaluate the potential for a restructure of the BPCL business as & going
concern, To assist you with this we can offer fo continue supplies for a period of 5 days
commencing 8pm today at a rate of £39/MWh for electricity and £12/tonne of steam,
payable as an expense of the administration pursuant o paragraph 99(4) of the
Schedule B1 to the Insolvency Act 1886. The normal standing charge payable under the
ESC will be waived for this period as will other associated "fixed' charges (e.g. REC
charges, business retes), Based on the estimated consumption supplied by Barry
Benson this will result in a tolal charge of circa £38,500 per 24hr period. Al charges are
subject to VAT at the prevailing rate.

You should note that this is an interim price only, and should not be taken as an
indication of charges available for & potential restructure.

With reference to paragraph (d) of your letter, we will revert in due course with a
proposal for the ongoing supply of elechricity only should the BPCL operations
permanently cease.

An RWE company

phillip.piddington@rwenpower.com

Cogen™
npayer Cogen

npavrer {Ogen
Cogen Court
Cranmore Boulevard
Shirley

Solihull B90 41N

T +94{0}L215/06 80 0O
F o +44{0}L215/06 80 0]
1 www.iwe.com

Registered office:

Noower Cogen Limited
Windmill Hill Business Park
Whitehsll Way

Swiadan

Wiltshire SN5 608

Registered In England
and Wales no, 2624987
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cogen

Unless we receive your confimation In writing by 10 am tomorrow that you will accept
the short term discounted rates and terms set out at paragraph 3 above, Cogen will take
steps to terminate the ESC.

We note your request for 72 hours notice of our intention to cease supply. As a gesture
of goodwill, if we do not receive the confirmation refarred to above by 10 am tomorrow
Cogen will nevertheless continue to supply electricity and steam for 72 hours from the
sending of this letter. We would be making such supplies effectively for the benefit of
BPGL, the administrators and the secured creditors. We will take your acceptance. of
the supplies as your agreement to pay for them as an expense of the administration on
the terms set out at paragraph 3 above. Should you prefer supplies to terminate earfier,
please do let us know.

For the avoldance of doubt the 72 hours will expire at 6 pm GMT on Sunday 7
February.

Cogen reserves all of its rights under the ESC, The offers set out in this letier, and any
continued supplies by Cogen, are without prejudice to Cogen's rights under the ESC
including but not limited to its right to terminate the ESC and claim payment of sums due
to it under the ESC.

Yours faithfully,

P C Piddington

Npower Cogen Limited

An RWE company
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Londop SEL 2AF

Tek 020 7951 2000

fax: 0207951 1345

FARLEY CODTUK

5 February 2010

Npower Cogen Limited _ CR!%(HIZQ
Cogen Court
Cranmore Boulevard khaywood @uk.ey.com
Shirley
Solibull Direct Eine: +44 (0) 20 795 14023
BSO4LN
Dear Sirs

Re: Bridgewater Paper Company Limited (in Administration) ("BPCL")

Encrgy Supply Contract ("ESC") dated 3 August 1998 originally between National Power Plc
and Bridgewater Paper Company Lmuted and subsequently assigned to NPower Cogen
Limited (" Cogen'"}

We refer to your letter of 4 February 2010 and o o telephone conference yesterday afternocn

As noted in our letter yesterday evening, we are grateful for the speed with which you have
considered and outlined yow position:

Using the numbering in your letter of 4 February 2010:

1

ADMOM02

We note your resesvation of unsecured claims for amounts due under the ESC as at the date
of commencement of BPCL's administiation and for which we assume you will submit -

Rt

claims in due course.

Noted We refer to cur previous correspondence in which we have made it clear that any
amounts due in respect of any supplies since the date of BPCL's administiation ate not an
administration expense.

Noted Having reviewed the projected short teim cashflows for BPCL, continuing
production based on the charging tates outlined in your lewer would result in such
production opetatmg al & Joss and accordingly your offer to continue supply for 5 days on
the texms set out in paragraph 3 of your leiter is declined. Flease note our response to
paragiaph 7 of your letier below in relation to the provision of supplies for the next 72
hours.

Noted.

Noted. - We look forward 0 receiving your proposals for the ongoing supply of electricity (o
BPCL at npower's reiail market prices for the purposes of heating, lighting, office power and
voill power (for the purpose of mill operations other than production).

Y

A} -

f e A fitm Erot 8 Young LLP is 3 Emito s Retaily

%} M parkiehip registered in Enstang pnd Bokes with
rogisterednumber L0000 T and i & mensdf fumal
Ernet 3 Young Chabol Linlled ATil pl members names
B o s
. o 1 it OGN pidce of Luskoss
INVYRESTOR IN PEOPLE and renisteredeliize
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6. Noted

7. Noted We confitm our acceptance of your offer to continue supplies of electricity and
steam from 10 am today on the basis that BPCL will pay for such supplies for the period
from 10am today, Ftiday 5 February 2010 at the prices outlined in paragraph 3 of your lener
of 4 February 2010 and that such payment shall constitute an cxpense of BPCL's
administeation. As noted in previous comrespondence, this position is without prejudice o
the fact that any amounds due in respect of supplies for the period from the commencement
of the admijnistration of BPCL until 10am on Friday 5 Febiuary 2010 shall not constitute an
expense of BPCL's administration.

8. Given that supplies would cease at Gpny'on & Sunday, we request that supplies be mainfained
until at least the following working day when BPCL (and we assume Cogen) will be betier
placed to ensure that all health and safety and other risks can be better managed. Kevin
Haywood will contact Phil Piddington to agree what the extended time of termination should
be.

S Noted.
All of BPCL's and the Toint Administrators’ legal 1ights are reserved.

Please contact Kevin Haywood on 07785 355901 to discuss arrangements for contacting staff of
BPCL, and Cogen in relation to the proposed termination of supplies.

Yours faithfully

e D)
o

re Roy Bailey .
for and on behalf of the Joint Administrators of Biidgewater Paper Company Limited, as agent and
without personat liability

The Institute of Chartered Accountants in England and Wales authorises A R Bloomand T A Tack
to act as Insolvency Practitioners in the UK under section 390(2)(a) of the Insclvency Act 1986 and
the Association of Chartered Certified Accountants authorises R Bailey to act as an Insolvency
Praclitioner in the UK under section 390(2)(a) of the Insolvency Act 1986

The affairs, business and property of Bridgewater Paper Company Limited (the "Company”} are

being managed by the Joint Administrators, R Bailey, T A Jack and AR Bloom who act as agents of
the Company only and without personal liability.

ADMICH2
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Bridgewater Paper Company Limited (in
administration}

North Road

Eliesmere Port

South Wigral

Cheshire

CHBS5 TAF

Fax: 0151 357 6266
FAQ: Mr B Benson

Ernst & Young LLP
1 More London Place
London SE1 2AF

Fax: 020 7951 3468

FAQ: Kevin Haywood {for the Administrators of

BPCL)

8 February 2010

Dear Sirs

Your ref

Our ref
Name
Phone
Fax
E-Mail

A Energy Supply Contract dated 3 August 1998 (“the ESC")

PCP/ic

Phillip Piddington

0121 506 8041

0121 508 8050
philiip.piddington@rwenpower.com

Following your appointment on 2 February, we wrote 1o you explaining the terms on
which we would be prepared 1o continue supplying electricity and steam to BPCL. Those
terms were, as might be expected, that you would pay both for continued supplies and
for arrears. Absent your agreement to those terms, we are expressly entitled under the

terms of the ESC to terminate supplies.

At our meeting on the same day, you explained that you did not have sufficient funds to
pay efther for arrears or for ongoing supplies. We raised the prospect of continuing with

supplies but at the much lower rates provisionally agreed in' the September 2009 draft

ml’n

Heads of Terms. You responded that those prices were not low enough and you said ﬁ,‘,’owe,cogm
that you would need a substantial further reduction. As we explained, even half of the e cogen
further reduction requested by you would have resulted in Cogen failing to cover its Cogen Court

costs,

with regard to the prospects for the business, you said:

{a) that you did not see any realistic prospect of being able to self BPCL's business to a

third party buyer;

An RWE company

Cranmore Boulevard
Shirley
Solihul] BIO 4LN

T +34(0}L215/06 80 00
F  +44(0)1215/06 80 01
I www.awe.com

Reglsterad oflice:

Npower Cogen Limited
Windmill #H1 Busingss Patk
Whitehill Way

Swindon

Wiltshire SN5 6PB

Registered {a England
and Wales no, 2624967
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(b)that BPCL's Canadian parent company, Abitibi-Consolidated Inc, was willing to provide
£2 miflion of administration funding but only for the purpose of winding down the
business; and

() that, as a consequence, the only hope for continuing the business was for an ®exit
solution" that would involve Cogen funding the business in exchange for some kind of
partial ownership of it,

Iri view of this, you asked that Cogen continue supplying electricity and steam for an
indeterminate period, free of charge. Any payment would be in the form of the "exit
solution”, if any. Unfortunately, as we have said, Cogen does not wish to fund or take
ownership of the BPCL business.

You followed the meeting with a letter in which you said you would treat any supplies of
electricity and steam following your appointment as having been made free of charge.
This was plainly not something that we had agreed or that you had the ability to enforce
on us. Supplies on this basis would effectively be for the benefit of BPCL's secured
creditors. In the circumstances, it was entirely unreasonable for the Administrators to
assert that the supplies were made free of charge.,

We responded on 4 February with a letter offering to make supplies for an interim 5 day
period at very much reduced rates in order to give you time to evaluate the potential for a
restructure of the BPCL business as a going concern. Even if you did not accept that
offer, we would supply at those rates for 72 hours in order to give you time to wind
down the plant in an orderly fashion.

You responded on 5 February to say that, even at those interim rates, BPCL would be
operating.at a loss. You declined the offer of supplies for a further 5 days. Instead, you
offered to pay from 10 am on Friday 5 February at the interim rates for a short pericd
while production was wound down. You asked that supplies on this basis continue until
Monday.

We are happy to supply on that basis until today, Monday 8 February. We have been and
remain keen to keep communications open to ensure that we can cooperate for our
mutual benefit.

Nevertheless, in light of your refusal to pay for supplies at commercial rates and the
negligible prospect of a third party buyer purchasing the business, we feel we have no
option but to terminate the ESC. With great regret, we enclose a Notice of Termination.
As stated in the Notice, supplies will continue for the agreed period in order to permit an
orderly wind down of the plant.

Yours faithfully

.

el 1;;‘///L—’—d)
GWwer ogen Limited

p.C. Piddifhigton
Head of Asset Management

An RWE company
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Bridgewater Paper Company Limited (in
administration)

North Road

Ellesmere Port

South Wirral

Cheshlre

CHES 1AF

Fax: 0151 357 6266

FAC: Mr B Benson

Ernst & Young LLP
1 More London Place
London SE1 2AF

Fax: 020 7951 3468

FAQ: Kevin Haywood (for the Administrators of

BPCL)

8th February 2010

Dear Sirs

Energy Supply Contract dated 3 August 1998 {"the ESC")}

Termination notice

Your ref

Ourref PCP/c

Name  Phillip Piddington

Phone 0121 506 8041

Fax 0121 506 8050

E-Mail  phillip.piddington@rwenpower.com

We refer to our recent correspondence with Mr Haywood of Emst & Young and to the
Administrators' refusal to pay for supplies of steam and slectricity pursuant to the ESC.

This letter is notice pursuant to clause 17.3 of the ESC that the ESC is lerminated with

immediate effect. The grounds for termination are as follows.

1. BPCL has not-paid Cogen's December invoice In full. On 4 January 2010, Cogen sent

notice of that failure to pay pursuant to clause 17.3(a) of the ESC. BPCL has not pald the

Cogen™

cutstanding sums within 20 Business Days, Accordingly, Cogen is enfitled to terminate apover Cogen

pursuant o clause 17.3(a) of the ESC.

npower Cogen
Cogen Cout

2. On 2 February 2010, BPCL entered administration. On the same day, the Administrators  Cranmore Bolevard

Shidey

sent Cogen a lefter stating that BPCL would not pay for future supplles of electricity and SolhuIl B850 4L

steam, Accordingly, Cogen is entitled to terminate pursuant to clause 17.3(b)(iv) of the

ESC, -

An RWE company
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3. BPCL s insolvent and is unable to pay its debts as they fall due. This was recorded as
unanimously agreed by the directors of BPCL at paragraph 6.6 of the board minutes dated
21 January 2010. The Administralors confirmed that BPCL cannot pay its debts in their
letier dated 2 February 2010, Accordingly, Cogen is entilled to terminate pursuant to clause
17.3(b)(vi) of the ESC.

As a result of the termination, the Transfer Charge is now due and payable pursuant to clauses
17.4 and 9:11 of the ESC. We will notify you in due course of the sum due for the Transfer
Charge and of the other sums due under the terms of the ESC.Without prejudice to this
termination notice, Cogen will.continue to supply electricity and steam to BPCL unfil 2pm today
8% February on the terms described in our letter dated 4 February 2010. The supplies will be
on the same terms as the ESC save as set out in that letler:

"at a rate of £39/MWh for electricity and £12/tonne of steam, payable as an
expense of the administration pursuant o paragraph 99(4) of the Schedule B1 to
tha Insclvency Act 1986. The normal standing charge payable under the ESC will
be waived for this period as will other associated ‘fixed’ chargss (e.g. REC
charges, business rates). Based on the estimated consumption supplied by Barry
Benson this will result in 2 total charge of circa £38,500 per 24hr period. All
charges are sublect to VAT at the prevailing rate.”

Yours faithfully

Npower Cogen Limited
P.C. Piddington
Head of Assel Management

An RWE company



SUPERIOR COURT
Commercial Division
(Sitting as a court designated pursuant to the Companies’
Creditors Arrangement Act)

No. 500-11-036133-094

CANADA ,
PROVINCE OF QUEBEC
DISTRICT OF MONTREAL

In the matter of Plan of Compromise or Arrangement of:

ABITIBI BOWATER INC. et al

Debtors

and

ERNST & YOUNG INC.

Monitor

and

NPOWER COGEN LIMITED

Petitioner

BS0350 n/dos.: 041053-1170

SUPPLEMENTAL AFFDIAVIT OF
PHILLIP PIDDINGTON SWORN OCTOBER 6, 2010

Chris Besant Tel.: 416.865.2318
. Fax: 416.863.6275
BAKER & McKENZIE LLP
Barristers and Solicitors
BCE Place, P.O. Box 874
181 Bay Street, Suite 2100
Toronto, ON MS5J 2T3

Attorneys for Npower Cogen Limited



