SUPERIOR COURT

CANADA
PROVINCE OF QUEBEC
DISTRICT OF MONTREAL

No: 500-11-036133-094

DATE: SEPIVYIREL //, ,2010

PRESENT: THE HONOURABLE 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"
Petitioners

and

ERNST & YOUNG INC.

Monitor
and

HER MAJESTY THE QUEEN IN RIGHT OF CANADA

Mise-en-cause

SETTLEMENT APPROVAL ORDER IN RESPECT OF THE PETITIONERS' NAFTA

# Cé’A]l‘

[1] CONSIDERING the Petitioners' Motion for the Issuance of a Settlement Approval
Order in Respect of the Petitioners' NAFTA Claim dated August24, 2010 (the

. "Motion");
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CONSIDERING the representations of the parties;

GIVEN the provisions of the Companies' Creditors Arrangement Act ("CCAA");

FOR THESE REASONS, THE COURT:

(1l
(2]

(3]

(4]

[5]

(6]

GRANTS the Motion;

ORDERS AND DECLARES that the Settlement Agreement dated August 24, 2010
(the "Settlement Agreement") by and between AbitibiBowater Inc. ("ABH"), Abitibi-
Consolidated Inc. ("ACI"), Abitibi-Consolidated Company of Canada ("ACCC") and
AbitibiBowater Canada Inc. ("ABCI" and collectively with ABH, ACl and ACCC,
"AbitibiBowater"), and the Government of Canada (the "Government of Canada"
and collectively with AbitibiBowater, the "Parties"), a copy of which is attached hereto
as Schedule "D", is hereby approved,

ORDERS AND DECLARES that the execution and delivery by ACI and ACCC of the
Settlement Agreement, as well as all related documents and instruments executed or
to be executed and delivered in connection therewith, are hereby ratified, authorized
and approved, with such alterations, changes, amendments, deletions or additions
thereto as may be agreed to by the Parties with the consent of the Monitor,

ORDERS AND DECLARES that this Order shall constitute the only authorization
required by ACI and ACCC to proceed with the settlement of AbitibiBowater's dispute
with the Government of Canada and that no shareholder or regulatory approval shall
be required in connection therewith;

ORDERS AND DECLARES that upon making the payment contemplated in
paragraph 5 of the Settlement Agreement to the New Company (said term as defined
in the Settlement Agreement), the Government of Canada shall be forever released
and discharged of and from any and all claims whatsoever of any nature, character
and description, whether contractual, quasi-delictual, legal or otherwise, whether
known or unknown which ACI| or ACCC or their creditors may have now or in the
future by reason of the passage, on December 16, 2008, by the Government of
Newfoundland and Labrador, of An Act to Return to the Crown Certain Rights
Relating to Timber and Timber and Water Use Vested in Abitibi-Consolidated and to
Expropriate Assets and Lands Associated with the Generation of Electricity by Those
Water Use Rights;

REQUESTS the aid and recognition of any Court or administrative body in any
Province of Canada and any Canadian Federal Court or administrative body and
other nations and states to give effect to this Order and to assist the Parties, Ernst &
Young Inc. (the "Monitor") and their respective agents in carrying out the terms of this
Order and any other Order in these proceedings. All Courts or administrative bodies
are hereby respectfully requested to make such orders and to provide such
assistance to the Parties and to the Monitor, as an officer of this Court, as may be
necessary or desirable to give effect to this Order, to grant representative status to the
Parties and/for the Monitor in any foreign proceedings and to assist the Parties and the
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Monitor and their respective agents in carrying out the terms of this Order and any
other Order in these proceedings;

7 ORDERS AND DECLARES that the Parties shall be at liberty to apply for such further
and other directions as may be necessary to carry out the terms of this Order;

THE WHOLE WITHOUT COSTS.

—

CLEMENT GASCON, J.S.C._ J' <o
“ }

Stikeman Elliott LLP
Attorneys for Petitioners
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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.

ABITIBI-CONSOLIDATED (U.K.) 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.
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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



SCHEDULE "D"

NAFTA SETTLEMENT AGREEMENT

[SEE NEXT PAGE]

Grefiier adjoin



SETTLEMENT AGREEMENT

[SIVEIE T UL PR

This Settlement Agreement is made and entered into by and between AbitibiBowater Inc., a
Delaware corporation, and its Canadian subsidiaries Abitibi-Consolidated Company of Canada,
Abitibi-Consolidated Inc. and AbitibiBowater Canadi Inc. (collectively “AbitibiBowater’"), and
Her Majesty the Queen in Right of Canada (“the Government of Canada”). AbitibiBowater

and the Government of Canada are hereinafter referred to collectively as the “Parties”.

WHEREAS, on 16 December 2008, the Government of Ncwfoundland and Labrador (the
“Province”) passed An Act to Return to the Crown Certain Rights Relating to Timber and Water
use Vested in Abitibi-Consolidated and to Expropriate Assets and Lands Associated with the
Generation of Eleciricity Enabled by Those Water Use Rights (the “Act”);

WHEREAS, on 16 April 2009, AbitibiBowater Inc. and certain of its U.S. and Canadian
subsidiaries filed voluntary petitions in the United States Bankruptcy Court for the District of 7
Delaware (the “U.S. Court”) for relief under the provisions of Chapter 11 of the United States
Bankruptcy Code, as amended (the “Chapter 11 Bankruptcy Proceedings’™);

WHEREAS, on 17 April 2009, certain of AbitibiBowater Inc.’s Canadian subsidiaries also
sought creditor protection under the Companies’ Creditors Arrangement ACt with the Superior
Court of Quebec in Canada (the “CCAA Proceedings™);

WHEREAS AbitibiBowater is currently finalizing its restructuring process under the Chapter 11
Bankruptcy Proceedings and the CCAA Proceedings and intends to continue operations in

Canada under a new corporate structure (the “New Company”);

WHEREAS, on 25 February 2010, AbitibiBowater Inc. served a Notice of Arbitration and
Statement of Claim (the “Notice of Arbitration™) on the Government of Canada, pursuant to -
Articles 1116, 1117 and 1120 of the North American Free Trade Agreement (“NAFTA™) and

Articles 3 and 18 of the Asbitration Rules of the United Nations Commission on Intcmational

Trade Law (the “UNCITRAL Ruales™), on its own behalf and on behalf of Abitibi-Consolidated

" Company of Canada, Abitibi-Consolidated Inc. and AbitibiBowater Canada Inc., seeking
compensation under NAFTA Chapter 11 for damages arising out of the Act (the “Claims”);

WHEREAS, the Parties wish finally and irrevocably to settle the Claims;
| CORE CONFORME
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NOW, THEREFORE, in consideration of the mutual promises, undertakings and

representations contained in this Settlement Agreement, the Partics agree as follows:

AbitibiBowater Inc. hereby irrevocably and permanently withdraws its Notice of

Arbitration served against the Government of Canada.

AbitibiBowater Inc. hereby releases and forever discharges the Government of Canada

from the Claims.

AbitibiBowater, Ot any successor company, hereby waives any right to bring a NAFTA

Chapter 11 claim against the Government of Canada for any loss arising out of the Act.

AbitibiBowater, or any successor company, shall indemnify and hold harmless the
Government of Canada against any claim, action or proceeding that itself, its subsidiaries,
parents, predecessors, SUCCESSOIS Of assigns, have initiated or may initiate against the
Government of Canada relating to the Act. Nothing in this indemnification shall be
interpreted as extending to any rights or claims of AbitibiBowater's partners in the Star
Lake Hydro Partnership and the Exploits River Hydro Partnership and/or of lenders or

creditors to those projects.

As consideration for the above-cited final settlement and waiver of any and all legal
action by AbitibiBowater against the Government of Canada arising out of or related to
the Act and/or claims by AbitibiBowater against the Government of Canada relating to
the assets and rights cited therein, including those raised in the Notice of Arbitration, the
Government of Canada shall make a payment of $130 million (CAD), following the
constitution of the New Company, representing not more than the fair market value of the
rights and assets owned by AbitibiBowater expropriated under the Act. Payment made

under this Settlement Agreement shall be made to the New Company.

This Settlement Agreement is conditional upon AbitibiBowater obtaining the approval of
its terms by the Superior Court of Quebec in the CCAA Proceedings and by the U.S.
Court in the Chapter 11 Bankruptcy Proceedings and court approval of AbitibiBowater’s
restructuring plan. AbitibiBowater shall apply for such approvals promptly. Should
AbitibiBowater fail (o obtain the approvals referred to in this paragraph 6, this Agreement

shall become null and void and AbitibiBowater shall retain the full benefit of the Claims.
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1.

12.

13,

This Settlement Agreement shall not constitute a legal precedent for any person, and shall
not be used except for the sole purpose of giving effect to its terms, and shall not
prejudice or affect the rights or defenses of the Parties or the rights of any other person

except to the extent provided herein.

The Parties agree each to bear their own legal costs and expenses and to pay in equal
shares the fees and expenses of the Arbitral Tribunal constituted under NAFTA Chapter
11 to hear the disputc between the Partics and of the International Centre for the

Settlement of Investment Disputes, incurred as of the date of signature of this Settlement

Agreement.

The Partics agree jointly to request the incorporation in full of this Settlement Agreement
in the form of a Consent Award, pursuant to NAFTA Article 1136 and Article 34(1) of
the UNCITRAL Rules, to be issued by the Arbitral Tribunal constituted under NAFTA
Chapter 11 to hear the dispute between the Parties, which will result in the formal and
permanent discontinuance and lermination of the NAFTA Chapter 11 arbitration

proceedings commenced by AbitibiBowater with the filing of its Notice of Arbitration.

In accordance with NAFTA Annex 11374, the Parties agree to the publication of this

Settlement Agreement and the resulting Consent Award.

The Parties shall comnunicate and cooperate with cach other prior 1o any public
disclosure of the transactions contemplatcd in this Agreement. If one party is required by
Jaw or the rules and regulations of any stock exchange upon which its securities are listed
to disclose the content of this Agreement, then it shall consult with the other party and

allow it to comment on the proposed communication prior to its issuance.

For the purpose of construction and interpretation of this Settlement Agreement the entire
agreement shall be read and construed as a whole without giving any specific effect to

any article separatcly.

This Sctilcment Agreement shall be executed in three original copies in counterparts, one
original for each Party and one original for the Arbitral Tribunal, and shall take effect
upon the court approval referred to in paragraph 6 being obtained and all relevant appeal

periods for such approvals having lapsed, and the New Company being constituted.

-3-



14.  This Settlcment Agreement shall be governed by and construed in accordancc with the

laws of the Province of Ontario and such rules of international law as may be applicable.

IN WITNESS WHEREOF, the Parties have executed and delivered this Settlement Agreement

on Aocust 2%, 2010.

AbitibiBowater In The nmen%d
- \———-\ éM
By: \;‘X . — By:

) CaPUTY MINISTGL OF

Title: Title: IaTeewiNionat. TRADC
PDated: ANGnST 295,200 Dated: Awewst 24,2010
Abi@oﬁdm mpany of Canada

By: Y S-S

Title: PRESMDETT

Dated: A0EIST 29,2010

Abitibi- nsolidated@.
By: Y \B - )L‘%/_\

\-

Tite: _PRE®DENT
Dated: _AMIg0sT 23, 2016




AbitibiBawater Canada Inc.
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By:

Title: _PRESIDEATT

Dated: _AvgusT 2%, 26\0
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