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INTRODUCTION

1.

On April 16, 2009, AbitbiBowater Inc. ("ABH"), Bowater Inc. ("BI") and certain of their
direct and indirect U.S. and Canadian subsidiaries, including Bowater Canadian Holdings
Incorporated ("BCHI") and Bowater Canadian Forest Products Inc., (collectively, the
"U.S. Debtors"), commenced voluntary proceedings (the "Chapter 11 Proceedings") for
relief under Chapter 11 ("Chapter 11") of the U.S. Bankruptcy Code, 11 U.S.C. §§ 101 et
seq. (the "U.S. Bankruptey Code") in the United States Bankruptcy Court for the District
of Delaware (the "U.S. Bankruptcy Court"). ABH LLC 1 and ABH Holding Company,
two subsidiaries of ABH, commenced voluntary proceedings under Chapter 11 on

December 21, 2009, and count among the U.S. Debtors.

On April 17, 2009, Abitibi-Consolidated Inc. ("ACI") and its subsidiaries (collectively, the
"Abitibi Petitioners") and BCHI and its subsidiaries and affiliates (collectively, the
"Bowater Petitioners" and, together with the Abitibi Petitioners, the "CCAA
Petitioners") commenced proceedings (the "CCAA Proceedings") under the Companies’
Creditors Arrangement Act, as amended, (the "CCAA") pursuant to an Order of this
Honourable Court (the "Initial Order"). Abitibi-Consolidated (U.K.) Inc., a subsidiary of
ACI, was added as an Abitibi Petitioner in the CCAA Proceedings pursuant to an Order of
this Honourable Court dated November 10, 2009. The Abitibi Petitioners are listed in
Appendix "A" attached hereto and the Bowater Petitioners are listed in Appendix "B."

The CCAA Petitioners include BCHI, Bowater Canada Finance Corporation ("BCFC"),
Bowater Canadian Limited, Bowater Canadian Forest Products Inc. ("BCFPI"), Bowater
LaHave Corporation and Bowater Maritimes Inc., which have commenced both CCAA

Proceedings and Chapter 11 Proceedings (the "Cross-Border Petitioners").

Pursuant to the Initial Order, Erst & Young Inc. ("EYI") was appointed as monitor of the

CCAA Petitioners (the "Monitor").

On April 17, 2009, ABH and the other petitioners listed on Appendix "C" hereto
(collectively, the "18.6 Petitioners") obtained Orders under Section 18.6 of the CCAA in

respect of voluntary proceedings initiated under Chapter 11.

Pursuant to paragraph 78 of the Initial Order, EYI was appointed as the information officer

in respect of the 18.6 Petitioners (the "Information Officer").

2.



PURPOSE

7.

The Initial Order provides that the Information Officer shall report to this Honourable
Court at least once every two months (or at such times or intervals as the Information
Officer deems appropriate) with an outline of the status of the Chapter 11 Proceedings in

respect of the 18.6 Petitioners and such other information as the Information Officer

believes to be material.

This is the Information Officer’s Eighth Report (the "Eighth Report") and provides an
update on the Chapter 11 Proceedings since the Seventh Report of the Information Officer

dated June 25, 2009 (the "Seventh Report").

TERMS OF REFERENCE

9.

10.

11

In preparing this Eighth Report, the Information Officer has received and relied upon
publicly available information obtained from the U.S. Bankruptcy Court and consultations

with counsel to the U.S. Debtors.

Copies of all the Information Officer Reports, in both English and French, and all motion
records and Orders in the CCAA Proceedings are available on the Monitor’s website at

www.ey.com/ca/abitibibowater.

Copies of all orders of the U.S. Bankruptcy Court are posted on Epiq Bankruptcy Solutions
LLC's website at http://chapter] 1 .epigsystems.com/abitibibowater.

BACKGROUND

12.

ABH is one of the world’s largest publicly traded paper and forest product companies. It
produces a wide range of newsprint and commercial printing papers, market pulp and
wood products. ABH and its subsidiaries operate or own interests in pulp and paper
facilities, wood products facilities and recycling facilities located in Canada, the United
States and South Korea. ABH's United Kingdom subsidiary, Bridgewater Paper Company
Ltd. ("Bridgewater"), filed for administration, pursuant to the United Kingdom's
Insolvency Act of 1986, on February 2, 2010. The UK Administrator announced on May
19, 2010 that it had sold the property formerly owned by Bridgewater.



13.

14.

Incorporated in Delaware and headquartered in Montreal, Quebec, ABH functions as a

holding company; its business is conducted principally through four direct subsidiaries: BI,

Bowater Newsprint South LLC, ACI and AbitibiBowater U.S. Holding LLC ("ABUSH").

The CCAA Petitioners and the U.S. Debtors are all subsidiaries of ABH.

THE CHAPTER 11 PROCEEDINGS

15.

Since the issuance of the Seventh Report, the Information Officer has been advised that the

following significant relief was granted in the Chapter 11 Proceedings with respect to the

18.6 Petitioners:

®

(i)

(iii)

(iv)

)

authorization for the sale of certain assets in Lufkin, Angelina County, Texas (the
"Lufkin Property"), owned by Abitibi-Consolidated Corporation, a subsidiary of
Donohue Corp. (the "Lufkin Sale");

authorization of (a) BI to retain and employ Jones Day as conflicts counsel, (b)
BCFC to employ and retain AP Services, LLC as its special advisor and
designating Lisa Donohue to serve as BCFC's Vice President — Restructuring in
the Chapter 11 Proceedings and (c) BCFC to retain Togut, Segal & Segal LLP as
conflicts counsel (collectively, the "Conflicts Counsel Retentions"), with respect

to intercompany claims of BCFC against BI,

authorization of ABH, BI and BCFPI to enter into Consent No. 9 to the Credit
Agreement (the "Ninth Consent") with respect to the DIP Financing Agreement
(the "Bowater DIP Financing Agreement") with Fairfax Financial Holdings
Limited ("Fairfax") as the initial lender, authorizing BI to incur certain costs,
expenses and obligations in connection with the Conflicts Counsel Retentions by

BCFC;

approval of the release by the trustee of BI's non-qualified compensation plan trust
of certain trust assets valued at either US$41.8 million or US$17.6 million
(depending on the valuation methodology used for certain life insurance policies)

for the benefit of general creditors;

authorization of the U.S. Debtors to enter into the First Amendment to the

Backstop Commitment Agreement (the "First Backstop Commitment



16.

(vi)

(vii)

(viii)

(ix)

Amendment") to address certain objections to the rights offering to be made

available to unsecured creditors (the "Rights Offering") and related procedures;

authorization of the U.S. Debtors to enter into a work fee letter (the "Work Fee
Letter") with J.P. Morgan Securities Inc., Barclays Capital and Citigroup Global
Markets, Inc. (collectively, the "Arrangers") regarding exit financing and to pay

certain fees and expenses and furnish certain indemnities thereunder;

authorization of the U.S. Debtors to enter into the Tenth Amendment to the
Bowater DIP Financing Agreement (the "Tenth Amendment") reducing the

outstanding principal amount under the Bowater DIP Financing Agreement;

approval of the Disclosure Statement For Debtors' First Amended Joint Plan Of
Reorganization Under Chapter 11 of the Bankruptcy Code (including all exhibits
thereto and as further amended, supplemented or modified from time to time, the
"Disclosure Statement"), materials and procedures associated with the solicitation
of votes on the Debtors' First Amended Joint Plan of Reorganization Under
Chapter 11 (the "Chapter 11 Plan") and other relief (the "Disclosure Statement

and Solicitation Procedures Approval Order"); and

denial of a motion filed by certain equity security holders for the appointment of an

equity security holders committee;

Since the issuance of the Seventh Report, the Information Officer has been advised that the

following significant filings are currently pending in the Chapter 11 Proceedings:

(@

(i)

a motion by the U.S. Debtors seeking authorization to (i) enter into certain
agreements in connection with anticipated exit financing (including a notes
offering or, in the alternative, a new credit facility); (ii) incur and pay related fees;
and (iii) form a special purpose issuer (the "Notes Offering Motion"). The U.S.
Debtors have requested that the Notes Offering Motion is scheduled to be heard on
August 25, 2010;

a motion by the U.S. Debtors seeking authorization to (i) enter into an asset-based
facility commitment letter and related fee letters; (ii) pay associated fees and

expenses; and (iii) furnish related indemnities (the "ABL Facility Motion");



(iii)  a motion by the U.S. Debtors seeking an order extending their exclusive periods to
file a chapter 11 plan and solicit acceptances thereto (the "Fourth Exclusivity
Motion"). The Fourth Exclusivity Motion is scheduled to be heard on September
14, 2010;

(iv)  an objection (the "Exclusivity Objection") to the Fourth Exclusivity Motion filed
by Aurelius Capital Management, LP ("Aurelius") and Contrarian Capital
Management, LLC ("Contrarian," and together with Aurelius, the
"Noteholders"). The Exclusivity Objection is scheduled to be heard on
September 14, 2010,

(v) a revised draft of the Chapter 11 Plan, the Second Amended Chapter 11 Plan of
Reorganization Under Chapter 11 of the Bankruptcy Code (the "Second Amended
Chapter 11 Plan"). Confirmation of the Second Amended Chapter 11 Plan is
scheduled to be heard on September 24, 2010;

(vi) a revised draft of the Disclosure Statement to correspond with the Second

Amended Chapter 11 Plan (the "Second Amended Disclosure Statement");' and

(vii)  notices of depositions of Pierre Rougeau, Alain Grandmont, William G. Harvey,

Jacques P. Vachon and David J. Paterson filed by the Noteholders.

17. The U.S. Debtors continue to file notices of settlement of ordinary-course claims, notices
of the assumption, assignment and/or rejection of leases and executory contracts and

claims objections in the usual manner.

18. The Information Officer has also been advised that administrative expense claims, fee

applications and motions for relief from the stay continue to be resolved in the usual

manner.

THE LUFKIN SALE

19. The motion of the U.S. Debtors with respect to the proposed Lufkin Sale and previous
efforts to sell the Lufkin Property was described in the Seventh Report. The Lufkin

Property, which is located in Angelina County, Texas, consists of land primarily occupied

' The Second Amended Chapter 11 Plan and the Second Amended Disclosure Statement are available on the
Monitor's website at www.ey.com/ca/abitibibowater.




by a paper mill and related infrastructure including several support buildings, ponds, roads,
tanks and a lined sub-grade aqueduct. On August 3, 2010, the U.S. Debtors obtained the
approval of the U.S. Bankruptcy Court to sell the property to Verdant Industries, LLC on
an "as is-where is" basis, free and clear of all liens, for a purchase price of US$11 million.
The sale process was conducted pursuant to the auction and bid procedures approved by

the U.S. Bankruptcy Court on July 6, 2010.

THE CONFLICTS COUNSEL RETENTIONS AND THE NINTH CONSENT

20.

21.

22.

23

BCFC is a wholly-owned subsidiary of BI organized as an unlimited liability company
under Nova Scotia law. BCFC issued notes in the principal amount of US$600 million
pursuant to an indenture for the 7.95% unsecured notes due 2011 dated as of October 31,
2001 among BCFC as issuer, BI as guarantor, and the Wilmington Trust Company, as

trustee (the "BCFC Notes"). These notes remain outstanding.

The Information Officer understands that BCFC may have a claim against Bl pursuant to
section 135 of the Companies Act (Nova Scotia) for BCFC's liabilities, including any
amounts outstanding in connection with the BCFC Notes, and other potential claims in
connection with the use of proceeds from the issuance of the BCFC Notes (collectively, the

"Potential BCFC Claims").

The U.S. Debtors sought the Conflicts Counsel Retentions to avoid a potential conflict of
interest with respect to these intercompany claims, including conflicts counsel for Bl and
BCFC and the appointment of a wholly independent officer at BCFC (the "Independent
Officer") for purposes of investigating the intercompany claims and making

recommendations to the BCFC board.

The Ninth Consent in respect of the Bowater DIP Financing Agreement permits Bl to incur
certain costs, expenses and obligations in connection with the retention of professionals by

BCFC, subject to certain limitations set forth therein.

THE FIRST BACKSTOP COMMITMENT AMENDMENT

24.

The First Backstop Commitment Amendment amends the backstop commitment agreement
entered into between ABH and certain investors (the "Backstop Commitment
Agreement"). The modifications allow creditors of BCFC to participate in the Rights

Offering based on the amount of the "contribution claims" asserted against Bl. The



amendment also permits the U.S. Debtors to escrow notes (and the corresponding
subscription payments) that are subscribed for by creditors whose claims are unresolved as
of the effective date of the plans and to offer certain unsecured creditors oversubscription
rights. Finally, the First Backstop Commitment Amendment amends a termination in the
Backstop Commitment Agreement to extend the deadline for approval of the Disclosure

Statement from July 29, 2010 to August 6, 2010,

THE WORK FEE LETTER
25. The Information Officer has been advised that the U.S. Debtors have determined the best
way to seek suitable exit financing was to retain the Arrangers to provide capital
structuring services. In exchange for this assistance, the U.S. Debtors have agreed to pay
the Arrangers a work fee of US$1.2 million, reimburse the Arrangers' reasonable and
documented fees, make an advance payment of US$300,000 with respect to those fees and
provide certain indemnities.
THE TENTH AMENDMENT
26. The Information Officer understands that market conditions and the U.S. Debtors'

operational performance have allowed BI and other U.S. Debtors party to the Bowater DIP
Financing Agreement to reach a position to pay down a substantial portion of their post-
petition financing. Accordingly, the Tenth Amendment reduces the aggregate principal
amount outstanding under the Bowater DIP Financing Agreement from US$206 million to
US$40 million. The Tenth Amendment also provides for an extension of maturity from
October 21, 2010 to December 31, 2010. In exchange, certain of the U.S. Debtors have
agreed to pay an amendment fee equal to 0.5% of the original US$206 million loan, equal
to US$1.03 million. The Tenth Amendment is further described in the Fiftieth Report of
the Monitor dated July 19, 2010. Since that time, the Information Officer understands that

amounts due pursuant to the Tenth Amendment have been paid.

THE NOTES OFFERING MOTION

27.

By the Notes Offering Motion, the U.S. Debtors seek authority to raise up to approximately
US$750 million of exit financing in the capital markets through a private notes offering
(the "New Notes"). To the extent the U.S. Debtors determine that a notes offering is not

available on satisfactory terms, the Information Officer understands that the U.S. Debtors



intend to raise exit financing in the form of a secured term loan credit facility in the

aggregate principal amount of up to US$750 million (the "Term Loan Facility").

28. The Information Officer understands that, in order to facilitate the funding of the New
Notes, the U.S. Debtors intend to form a new non-debtor Delaware company that will, in
turn, form ABI Escrow Corporation, a Delaware company, which will enter into the initial
agreements relating to the New Notes. The Notes Offering Motion indicates that ABI
Escrow Corporation will issue the New Notes, grant a lien on the proceeds of the New
Notes, and hold the proceeds of the New Notes in escrow until certain conditions
(including consummation of the Chapter 11 Plan) are satisfied. Upon satisfaction of those
conditions, ABI Escrow Corporation will be merged into ABH, with ABH as the surviving

entity, and the proceeds of the New Notes will be released to ABH.

29, In connection with the offering of the New Notes, the U.S. Debtors have reached an
agreement in principle, on an uncommitted basis, with J.P. Morgan Securities Inc. ("J.P.
Morgan"), Barclays Capital Inc. ("Barclays") and Citigroup Global Markets, Inc.
("Citigroup," and together with J.P. Morgan and Barclays, the "Lead Managers") to be
Joint bookrunners, joint lead underwriters, joint lead initial purchasers and/or joint lead
placement agents. The Notes Offering Motion seeks authority to enter into an engagement
letter with the Lead Managers. The fees to be paid to the Lead Managers under that
engagement letter are set forth in a confidential fee schedule that has been filed with the

U.S. Bankruptcy Court under seal.

30. In connection with the alternative Term Loan Facility, the U.S. Debtors have reached an
arrangement in principle, on an uncommitted basis, with J.P. Morgan, Barclays and
Citigroup to be lead arrangers and bookrunners (the "Lead Arrangers"). By the Notes
Offering Motion, the U.S. Debtors seek authority to enter into an engagement letter with
the Lead Arrangers. The fees to be paid to the Lead Arrangers under that engagement
letter are set forth in a confidential fee schedule that has been filed with the U.S.

Bankruptcy Court under seal.

31. The Notes Offering Motion is scheduled to be heard by the U.S. Bankruptcy Court on
August 25, 2010.

ABL FACILITY MOTION



32.

33.

34.

By the ABL Facility Motion, the U.S. Debtors seek authority to (i) enter into a
commitment letter (the "Commitment Letter") by and among ABH, Citigroup, Barclays
Capital (the investment banking division of Barclays), and J.P. Morgan (together, the
"Joint Lead Arrangers"), and certain related fee letters (such fee letters and the
Commitment Letter collectively, the "ABL Facility Commitment Documents") with
respect to a US$600 million senior secured asset-based credit facility (the "ABL Facility");
(ii) pay the fees and expenses expressly set forth in, and pursuant to the terms of, the ABL
Facility Commitment Documents; and (iii) furnish the indemnities expressly set forth in,
and pursuant to the terms and conditions of, the ABL Facility Commitment Documents.
The Information Officer understands that upon execution and effectiveness of the
Commitment Letter, Citigroup, Barclays and J.P Morgan will each commit to provide
US$100 million of financing pursuant to the ABL Facility. The fees to be paid by the U.S.
Debtors under the ABL Facility Commitment Documents are set forth in a confidential fee

schedule that has been filed with the U.S. Bankruptcy Court under seal.

The ABL Facility Motion indicates that the ABL Facility will be made available in a
principal amount of up to US$600 million, including a sub-facility (the Canadian Sub-
Facility") of up to US$400 million. ABH and certain wholly owned U.S. subsidiaries (the
"U.S. Borrowers") will be jointly and severally liable for the obligations of the U.S.
Borrowers under the ABL Facility; and certain wholly owned Canadian subsidiaries of
ABH (the "Canadian Borrowers") will be jointly and severally liable for the obligations

under the Canadian Sub-Facility.

The ABL Facility Motion is scheduled to be heard by the U.S. Bankruptcy Court on
August 25, 2010.

THE FOURTH EXCLUSIVITY MOTION

35.

By order entered on May 12, 2010 (the "Third Extension Order"), the U.S. Bankruptcy
Court extended the U.S. Debtors’ exclusive periods to file a chapter 11 plan or plans, and
to solicit acceptances of such plan(s), through and including July 21, 2010 and September
9, 2010, respectively (the "Exclusive Periods"). The Fourth Exclusivity Motion seeks an
order further extending the Exclusive Periods to October 16, 2010 and December 16, 2010
respectively. In support of the Fourth Exclusivity Motion, the U.S. Debtors cited their

progress to date in formulating and filing the Chapter 11 Plan and commencing the process

- 10 -



36.

37.

to obtain exit financing to facilitate emergence, including a rights offering to be made

available to unsecured creditors under both Plans (the "Rights Offering").

By the Exclusivity Objection, the Noteholders object to the Fourth Exclusivity Motion
solely with respect to BCFC. In support of the Exclusivity Objection, the Noteholders
state that they hold sufficient votes to ensure that the Chapter 11 Plan with respect to
BCFC will be rejected, and that they will not vote in favor of the Chapter 11 Plan as
currently drafted because it does not sufficiently address the Noteholders’ concerns
regarding the Potential BCFC Claims. The Exclusivity Objection states that the
Chapter 11 Plan violates the best interests test under section 1129(a)(7) of the U.S.
Bankruptcy Code because BCFC’s creditors would receive a greater recovery in a
liquidation; that BCFC has no valid reorganization purpose as it has no operations or
employees; and that denial of the U.S. Debtors’ Fourth Exclusivity Motion with respect to
BCFC will give BCFC’s creditors the ability to propose an alternative plan for BCFC and

provide its creditors with further choices about the treatment of their claims.

The Fourth Exclusivity Motion and the Exclusivity Objection are scheduled to be heard by
the U.S. Bankruptcy Court on September 14, 2010.

THE CHAPTER 11 PLAN AND DISCLOSURE STATEMENT

38.

39.

40.

As further described in the Seventh Report, the U.S. Debtors filed an initial draft of the
Chapter 11 Plan on May 4, 2010, in conjunction with the CCAA Petitioners' filing of a
draft CCAA Plan (the "CCAA Plan" and, together with the Chapter 11 Plan, the "Plans")
in the CCAA Proceedings. On May 24, 2010, revised Plans were filed with the U.S.
Bankruptcy Court and this Honourable Court, respectively. At that time, the U.S. Debtors
filed a draft version of the Disclosure Statement and the CCAA Petitioners filed a draft

version of the Notice of Meeting and Information Circular.

The Second Amended Chapter 11 Plan was filed in the Chapter 11 Proceedings on
August 2, 2010 reflecting further revisions to the Chapter 11 Plan. The Second Amended

Disclosure Statement was filed with the U.S. Bankruptcy Court at the same time.

On August 3, 2010, the U.S. Bankruptcy Court entered the Disclosure Statement and
Solicitation Procedures Order, approving the Disclosure Statement (including all exhibits
thereto and as further amended, supplemented or modified from time to time). The order

also granted, among other things, (i) approval of the form and contents of the solicitation

-11 -



package, voting ballots and subscription forms to be distributed to creditors of the U.S.
Debtors for the purpose of voting on the Chapter 11 Plan and participating in the Rights
Offering, (ii) establishment of a record date for the identification of creditors who are
entitled to vote on the Chapter 11 Plan, a voting deadline for receipt of ballots and an
expiration date for participation in the Rights Offering and (iii) establishment of a
procedure for the assumption of executory contracts and unexpired leases by the U.S.
Debtors and the determination of any cure amounts payable to the counterparties to such

contracts and leases.

41. Confirmation of the Second Amended Chapter 11 Plan is scheduled to be heard on
September 24, 2010.

All of which is respectfully submitted.

ERNST & YOUNG INC.
in its capacity as the Court Appointed Information Officer
of the Pgtitioners

Alex Morrison, CA, CIRP
Senior Vice President

Per:

Greg Adams, CA, CIRP
Senior Vice President

Martin Daigneault, CA, CIRP
Senior Vice President
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

APPENDIX "A"
ABITIBI PETITIONERS
Abitibi-Consolidated Company of Canada
Abitibi-Consolidated Inc.
3224112 Nova Scotia Limited
Marketing Donohue Inc.
Abitibi-Consolidated Canadian Office Products Holding 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 Jonquiére Pulp Company
The International Bridge and Terminal Company
Scramble Mining Ltd.
9150-3383 Québec Inc.

Abitibi-Consolidated (U.K.) Inc.
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10.

11.

13.

14.

15.

16.

18.

19.

APPENDIX "B"
BOWATER PETITIONERS
Bowater Canada Finance Corporation
Bowater Canadian Limited
Bowater Canadian Holdings. Inc.
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 Inc. (2001)
Bowater Belledune Sawmill Inc.
Bowater Maritimes Inc.
Bowater Mitis Inc.
Bowater Guérette Inc.

Bowater Couturier Inc.
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10.

11.

13.

14.

15.

16.

APPENDIX "C"
18.6 PETITIONERS
AbitibiBowater US Holding 1 Corp.
AbitibiBowater Inc.
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
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