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INTRODUCTION

1. On April 17, 2009, Abitibi-Consolidated Inc. (“ACI”) and its subsidiaries listed in
Appendix “A” hereto (collectively with ACI, the “ACI Petitioners”) and
Bowater Canadian Holdings Incorporated (“BCHI”) and its subsidiaries listed in
Appendix “B” hereto (collectively with BCHI, the “Bowater Petitioners”) (the
ACI Petitioners and the Bowater Petitioners are collectively referred to herein as
the “Petitioners”) filed for and obtained protection from their creditors under the
Companies’ Creditors Arrangement Act (the “CCAA” and the “CCAA
Proceedings”) pursuant to an Order of this Honourable Court (the “Initial
Order™).

2. Pursuant to the Initial Order, Ernst & Young Inc. (“EYI”) was appointed as
monitor of the Petitioners (the “Monitor”) under the CCAA and a stay of
proceedings in favour of the Petitioners was granted until May 14, 2009 (the
“Stay Period”). On May 14, 2009, the Stay Period was extended until September
4, 2009 pursuant to an Order of this Honourable Court (the “First Stay Extension
Order”). The Petitioners are secking an extension of the Stay Period until

December 15, 2009 as discussed later herein.

3. On April 16, 2009, AbitibiBowater Inc. (“ABH”), Bowater Inc. (“BI’”), and
certain of their direct and indirect U.S. and Canadian subsidiaries, including
BCHI and Bowater Canadian Forest Products Inc. (“BCFPI”) (collectively
referred to herein as “U.S. Debtors™), filed voluntary petitions (collectively, the
“Chapter 11 Proceedings”) for relief under Chapter 11 of the U.S. Bankruptcy
Code, 11 U.S.C. §§ 101 et seq. (the “U.S. Bankruptcy Code”) in the United
States Bankruptcy Court for the District of Delaware (the “U.S. Bankruptcy
Court”). On April 17, 2009, the U.S. Bankruptcy Court granted certain interim
and final orders (the “First Day Orders™) and set dates for the final hearing of
the motions for which the U.S. Bankruptcy Court granted the interim orders.

4, The Petitioners are all subsidiaries of ABH (ABH, collectively with its

subsidiaries, are referred to as the “ABH Group”).
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On April 17, 2009, ABH and the petitioners listed on Appendix “C” hereto
(collectively with ABH, the “18.6 Petitioners”) obtained Orders under Section
18.6 of the CCAA in respect of voluntary proceedings initiated under Chapter 11
and EYI was appointed as the information officer in respect of the 18.6

Petitioners.

On April 16, 2009, ACI and ACCC filed petitions for recognition under Chapter
15 of the U.S. Bankruptcy Code. On April 21, 2009, the U.S. Bankruptcy Court
granted the recognition orders under Chapter 15 of the U.S. Bankruptcy Code.

On April 22, 2009, the Court amended the Initial Order to extend the stay of
proceedings to the partnerships listed in Appendix “D” hereto.

BACKGROUND

8.

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. As at December 31, 2008, the ABH
Group employed approximately 15,800 people, approximately 11,300 of which
work in ACI’s and BI’s Canadian operations. The ABH Group owns interests in
or operates 24 pulp and paper mills, 24 sawmills (others have been permanently
closed), 5 wood products facilities and 32 recycling facilities located in Canada,

the United States, the United Kingdom and South Korea.

Incorporated in Delaware and headquartered in Montreal, Quebec, ABH functions
as a holding company and its business is conducted principally through four direct
subsidiaries: BI, Bowater Newsprint South LLC (“Newsprint South”) (BI,
Newsprint South and their respective subsidiaries are collectively referred to as
the “BI Group”), ACI (ACI and its subsidiaries are collectively referred to as the
“ACI Group”) and AbitibiBowater US Holding LLC (“ABUSH”) (ABUSH and

its respective subsidiaries are collectively referred to as the “DCorp Group”).



10.  ACl is a direct and indirect wholly-owned subsidiary of ABH. ABH wholly owns
BI which in turn, wholly owns BCHI which, in turn, indirectly owns BCFPI

which carries on the main Canadian operations of BI.

I1.  ACCC, a wholly-owned subsidiary of ACI, and BCFPI hold the majority of

ABH’s Canadian assets and operations.
PURPOSE

12.  This is the fifteenth report of the Monitor (the “Fifteenth Report”) in the CCAA
Proceedings, the purpose of which is to report to this Honourable Court with

respect to the following:

) the Petitioners’ four-week cash flow results for the period from July 27,
2009 to August 23, 2009 (the “Reporting Period”), in accordance with
the First Stay Extension Order, and to provide details with respect to the

following:

(a) an update regarding the overview of the current market conditions
in the forest products industry provided in the thirteenth report of
the Monitor dated August 7, 2009 (the “Thirteenth Report™);

(b) the receipts and disbursements of the ACI Group and BCFPI for
the Reporting Period with a discussion of the variances from the
respective forecasts (the “ACI Forecast” and the “BCFPI
Forecast”) set forth in the Thirteenth Report;

() the current liquidity and revised cash flow forecasts of the ACI
Group and BCFPI for the 17-week period ending December 20,
2009; and

(d) an update with respect to certain key performance indicators
(“KPIs™);

(i)  the engagement of advisors by certain creditors of the ACI Group;



(iii)  the restructuring initiatives undertaken by the Petitioners since the date of
the Initial Order; and

(iv)  the Monitor’s recommendation regarding the motion by the Petitioners to

extend the Stay Period to December 15, 2009.

TERMS OF REFERENCE

13.

14.

15.

In preparing this Fifteenth Report, the Monitor has been provided with and, in
making comments herein, has relied upon unaudited financial information, the
ABH Group’s books and records, financial information and projections prepared
by the ABH Group and discussions with management of the ABH Group (the
“Management”). The Monitor has not audited, reviewed or otherwise attempted
to verify the accuracy or completeness of such information and, accordingly, the
Monitor expresses no opinion or other form of assurance in respect of such
information contained in this Fifteenth Report. Some of the information referred
to in this Fifteenth Report consists of forecasts and projections. An examination
or review of the financial forecast and projections, as outlined in the Canadian
Institute of Chartered Accountants Handbook, has not been performed. Future-
oriented financial information referred to in this Fifteenth Report was prepared by
the ABH Group based on Management’s estimates and assumptions. Readers are
cautioned that, since these projections are based ypon assumptions about future
events and conditions, the actual results will vary from the projections, even if the

assumptions materialize, and the variations could be significant.

Capitalized terms not defined in this Fifteenth Report are as defined in the
previous reports of the Monitor and the Initial Order. All references to dollars are

in U.S. currency unless otherwise noted.

Copies of all of the Monitor’s Reports, in both English and French, including a
copy of this Fifteenth Report, and all motion records and Orders in the CCAA
Proceedings will be available on the Monitor’s website at

www.ey.com/ca/abitibibowater. The Monitor has also established a bilingual toll-




16.

free telephone number that is referenced on the Monitor’s website so that parties
may contact the Monitor if they have questions with respect to the CCAA

Proceedings.

Copies of all of the U.S. Bankruptcy Court’s orders are posted on the website for
Epiq Bankruptcy Solutions LCC (“Epiq”) at

http://chapter] 1.epigsystems.com/abitibibowater. The Monitor has included a

link to Epiq’s website from the Monitor’s website.

CURRENT MARKET CONDITIONS IN THE FOREST PRODUCTS INDUSTRY

17.

18.

19.

Pursuant to the First Stay Extension Order, the Monitor has provided this
Honourable Court with regular reports on the Petitioners’ cash flows for each four
week period following the date of the First Stay Extension Order. These regular
reports have included details with respect to the market conditions in the forest

products industry.

As indicated in the Seventh, Ninth and Thirteenth Reports of the Monitor, the
forest products industry continues to face significant challenges with respect to
pricing and demand. A significant contributing factor to these issues is the
continuing overcapacity in the newsprint market and ongoing weakness in the

U.S. housing market.

The Monitor has noted in prior Reports that prices for newsprint have been falling
over recent months. The RISI PPI Pulp & Paper Week Report of August 21, 2009
(the “Pulp & Paper Week Report”) notes that the year over year price of
newsprint has fallen from approximately $785 per tonne in July of 2008 to $465
per tonne in July of 2009. The Pulp & Paper Week Report notes, however, that
the pace of price decreases has slowed due to increased downtime taken by
newsprint producers. The following graph illustrates the decline in newsprint

prices since January, 2009 (per RISI.com on August 21, 2009):



20.

21.

22.

Newsprint Prices per Tonne

$US per Tonne

Jan-09 Feb-09 Mar-09 Apr-0 May-09 Jun-09 Jul-09
Month

To put in context the effect that declining newsprint prices have had on the
Petitioners’ business, the Monitor notes that the ACI Group is currently selling
approximately 100,000 MT (both North American and international) of newsprint

per month.

The Petitioners have recently announced price increases for newsprint of $35 per
tonne effective September 1 and October 1, 2009 for North American customers.
Such price increases will be in the amount of $35 per tonne, each month. As

such, the total increase per tonne will be $70 over the next two months.

As set forth in the Thirteenth Report, pulp prices have been rising against
historically low prices. The Pulp & Paper Week Report notes that this trend is
continuing and that many producers have raised prices for the fourth consecutive
month based on estimates of September pricing. While neither the ACI Group
nor BCFPI produce significant amounts of pulp, it does form a small portion of

the business of each entity.



RECEIPTS AND DISBURSEMENTS FROM JULY 27,2009 TO AUGUST 23,

2009 FOR THE ACI GROUP AND BCFPI

The ACI Group

23.

24.

The table below summarizes the ACI Group’s (including DCorp) actual receipts

and disbursements for the Reporting Period, which is detailed in Appendix “E” of

this Fifteenth Report, with a comparison to the ACI Forecast amounts provided in

the Thirteenth Report.
US$000
Actual Forecast Variance  Variance %
Receipts 209,366 201,680 7,686 %
Disbursements (227,163) (175,117) (52,046) (30%)
Financing
Securitization Inflows / (Outflows) (2,889) (3,858) 969 25%
Adequate Protection by DCorp to ACCC Term Lenders (3,287 (3,537) 250 Th
DIP Interest & Fees (19m (19) @ (2%)
Restructuring & Other Items 2307 (6,100) 3,793 2%
Foreign Exchange Translation {1,978) - {1,978) NA
Net Financing (10,658) (13,638) 3,030 2%
Net Cash Flow § 28455 § 12,875 $ {1,330 (32%)
Opening Cash 64,364 64,364
Ending Cash § 36409 § nnBy o § (41,330) (53%)
DIP Availability (net of minimurn undrawn balance) 42,700 42,700
Available Liquidity $ B9 § 120439 § (41,330) (34%)

As demonstrated in the table above, the ACI Group’s total receipts for the

Reporting Period were approximately $7.7 million (4%) higher than projected in

the ACI Forecast and disbursements were $52.0 million (30%) higher than

projected in the ACI Forecast. Overall, the ending cash balance and liquidity

availability are each approximately $41.3 million lower than the ACI Forecast.




Receipts

25.

26.

A breakdown of the receipts for the Reporting Period are outlined in the table

below:
US$000

[Receipts Para, Actual Forecast Variance Variance %
AR Collections %6 $ 392§ 1%0% § (d4,104) (25%)
Infercompany AR Settlement 2(i) 27,861 - 27861 NiA
Total AR Collections 159853 176,09 (16,43) (9%)
(Collections on Behalf of Joint Ventures 26(if) 397 13,27 (12,879) (97%)
AR Collections - Affifiates 26(ii) 18,158 . 18,158 NIA
Intercompany A/P Settlement 26(v) 11,539 . 11,539 NA
Other Inflows 2(v) 19419 12,309 7,10 38%

Total Receipts § 109366 § 01,680 § 7,686 %

The variance analysis has been compiled based on discussions with Management

and the following represents the more significant reasons for the variances:

@) A/R Collections, inclusive of receipts related to Intercompany A/R
Settlements, were approximately $159.9 million during the Reporting
Period compared to a forecast amount of $176.1 million. This variance is

primarily due to an increase in accounts receivable aging..

Intercompany A/R Settlements represent payments to the ACI Group from
an affiliated ABH Group entity for ACI Group accounts receivable that
were collected by the affiliated entity, such as BI or BCFPI.

(i)  Collections on Behalf of Joint Ventures totalled approximately $0.4
mﬂlion during the Reporting Period. This amount represents amounts
collected by the ACI Group for accounts receivable that belong to a joint
venture partner. Such amounts will be paid to the joint venture partner on
a monthly basis or in accordance with the joint venture agreement. The
amount of $0.4 million is compared to a forecast amount of $13.3 million

and results in a negative variance of $12.8 million.



(iif)

(iv)

v)

This variance is partly due to the fact that certain portions of amounts
collected on behalf of joint ventures are also included in the “4/R
Collections” line and have not yet been specifically allocated to

“Collections on Behalf of Joint Ventures”.

A/R Collections — Affiliates totalled approximately $18.2 million during
the Reporting Period. As part of its normal Cash Management System, the
ACI Group regularly collects accounts receivable on behalf of other ABH
Group entities. As it is not possible to forecast which customers will
incorrectly pay the ACI Group on behalf of the other entities, collections
on behalf of affiliates is not forecast by the Petitioners. The funds are paid
on a regular basis by the ACI Group to the appropriate ABH Group entity,
which payments are reflected in the Intercompany A/R Settlements line of
the disbursements section of the cash flow statement. As discussed later
in this Fifteenth Report, an amount of approximately $24.7 million was
paid out to affiliates during the Reporting Period by the ACI Group to

reimburse affiliates for collections made on their behalf by the ACI Group.

Receipts related to Infercompany A/P Settlements totalled approximately
$11.5 million during the Reporting Period. Such receipts represent other
ABH Group entities reimbursing the ACI Group for payments made on
their behalf in the normal course pursuant to the operation of the Cash
Management System. In order to determine the quantum of funds to be
transferred between entities, the Petitioners reconcile amounts paid on
behalf of other entities on a regular basis. Such amounts would have

originally been included as a disbursement in the Trade Payables line.

Other Inflows, which includes tax refunds and other miscellaneous
receipts, totalled $19.4 million during the Reporting Period. The ACI
Forecast included receipts of $12.3 million. The difference is primarily

due to higher than forecast collections in respect of wood chips.
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Disbursements

27.

28.

A breakdown of the disbursements for the Reporting Period is outlined below:

Dishursements

Trads Payables

Capital Expenditures

Marine Freight Payments
Utility Payments

Payroll & Benefits
Intercompany AR Settlements
Joint Venture Remittances, Net
Payment on behalf of Affliates
Total Disbursements

US$000

Para, Actual Forecast Variance Variance %
0 § (432 § @61 $ (40,644) (43%)
(i) . (5,984) 5,984 100%
{5,190 (4,200) (990) (24%)
8(iii) - (17018) (22467) 5,449 U
28(iv) (34,299 {35,085) 786 D%
28(v) 24733 - (V2 NER)] NA
{11,602) (13,704 2,102 15%
NA

§ 163§ {50y - § (52,046)

(0%

The variance analysis with respect to the disbursements for the more significant

variances has been compiled based on discussions with Management and the

following represents a summary of the reasons for the variances:

(1) Disbursements related to Trade Payables were approximately $134.3

million during the Reporting Period, which was $40.6 million greater than

the ACI Forecast. Management has advisgd that the variance is primarily

due to the following:

(a)

(b)

approximately $6.0 million;

-11-

identifies and allocates the disbursements which are capital in

the ACI Group regularly disburses ameunts on behalf of other

above, the ACI Group was reimbursed by affiliates for $11.5

million of such amounts during the Reporting Period). The

Capital Expenditures have been included in the actual amount for

Trade Payables disbursements until such time as the ACI Group

nature. Such an amount would reduce the negative variance by

affiliated entities which are included in Trade Payables (as noted

quantum of amounts disbursed on behalf of other entities is not




(ii)

(iii)

(iv)

V)

known until such time as the Petitioners reconcile their
intercompany accounts, which is done on a regular basis. In
addition to transactions between the ACI Group and the BI
Group, the ACI Group has disbursed approximately $6 million on
behalf of the Manicouagan Power Company, which

reimbursement will occur after the Reporting Period;

(c) the level of sales tax forecast in the ACI Forecast was less than
was actually paid when the ACI Group disbursed funds to
suppliers. As such, actual disbursements were approximately

$7.0 million greater than forecast; and

(d) one settlement for Intercompany A/P Settlements was delayed by
one week. Such settlement occurred after the Reporting Period in

the amount of approximately $3.3 million.

As noted above, Capital Expenditures are not tracked on a weekly basis.
The disbursements related to capital disbursements have been included in
the Trade Payables disbursement line. Management has advised the
Monitor that capital expenditures for the month of July, 2009 totalled

approximately $5.5 million.

Utility Payments were approximately $5.4 million less than forecast. Due
to the agreement the ACI Group has with its various power suppliers, it is
required to pay a certain fixed amount on a weekly basis. Negotiations are
ongoing to adjust the payment amount to a level that reflects current

power usage.

Total payments for Payroll & Benefits were $34.3 million during the
Reporting Period compared to an amount of approximately $35.1 million

in the ACI Forecast.

The ACI Group does not forecast the disbursement of Intercompany A/R

Settlements as it is not possible to predict which customers will pay the
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29.

30.

incorrect ABH Group entity for accounts receivable. The corresponding
receipt of these amounts collected from affiliate customers is included in
the A/R Collections — Affiliates line included in the Receipts section of the

cash flow statement.

Financing

Details regarding the ACI Group’s financing activities are summarized in the

following table:
USS000

Financing Para, Actial Forecast Variance Varianee %
Securitization Inflows / (Outflows) iy § 2889 § G858 8 99 5%
Adequate Protection by DCorp to ACCC Term Lenders (3287 (3530 20 ™
DIP Interest & Fees {19m (193) ® (2%)
Restructuring & Other Items 30(i) 230 (8,100 3793 62%
Foreign Exchange Translation 30(iv) {1978) - (L978) NIA

§ (l0gss) § (13688)  § 3030 2%

The variance analysis with respect to the ACI Group’s financing activities has

been compiled based on discussions with Management and the following

represents a summary of the reasons for the variances:

(i)

(ii)

(iii)

Securitization Inflows/(Outflows) totalled an outflow of approximately
$2.9 million compared to a projected outflow of $3.9 million during the

Reporting Period.

DIP Drawings/(Repayments) were nil during the Reporting Period as the
ACI Group neither forecast nor actually drew on the DIP. The Monitor
notes, however, that an amount of $10.0 million was drawn on the DIP in

the week ended August 30, 2009, which is outside the Reporting Period.

Payments for Restructuring & Other Items totalled approximately $2.3
million during the Reporting Period. This compares to an amount of $6.1

million in the ACI Forecast.
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(iv)  Amounts on the Foreign Exchange Translation line represent the
difference between the actual exchange rate between Canadian and U.S.
dollars at the time of conversion as compared to the forecast rate of
CDN$1.00=US$0.90. During the Reporting Period the value of the
Canadian dollar fluctuated between US$0.9076 and US$0.9344.

BCFPI

31

32.

33.

The following table summarizes the receipts and disbursements of BCFPI from
July 27,2009 to August 23, 2009, which is detailed in Appendix “F” of this
Fifteenth Report:

US$000
Actual Forecast Variance Variance %
Receipts $ 61,083 $ 67,934 $ (6,851) (10%)
Disbursements (60,787) (61,666) 879 1%
Financing (3,745) (4,434 689 16%
Net Cash Flows (3,449 1,834 (5,283) (288%)
Opening Cash 2,036 2,636 - 0%
Ending Cash $ 813 $ 4,470 $ (5,283) (118%)

As detailed in the table above, BCFPI’s total receipts for the Reporting Period
were approximately $6.9 million (10%) lower than the BCFPI Forecast and
disbursements (including financing disbursements) were $1.6 million (2%) higher
than the BCFPI Forecast. Overall, the ending cash balance was $5.3 million
lower tha'n' the BCFPI Forecast.

BCFPI had cash on hand of negative $0.8 million at August 23, 2009. Due to a
late cheque run which was issued on Friday, August 21, 2009, the amount of
outstanding cheques as at August 23, 2009 was greater than the amount of cash in
BCFPI’s bank accounts, assuming that all outstanding cheques would have

cleared that day; however, such clearings did not occur. Funds to cover these
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outstanding cheques were transferred to BCFPI’s bank accounts on Monday,

A breakdown of the BCFPI receipts are summarized in the table below:

US$000
Actual Forecast Variance Variance %

$ 12,643 $ 57,934 $ (45,291) (78%)
22,441 - 22441 NA

35,084 57934 (22,850} (39%)

19,387 10,000 9,387 9%4%

3,834 - 3,834 NA

2,778 - 2,778 N/A

$ 61,083 $ 67,934 $ (6,851) (10%)

August 24, 2009.

Receipts

34.
Receipts Para,
AR Collections 35(0)
Intercompany A/R Settlements 35()
Total AR Collections
Intercompany A/P Settlements 35(1i)
AR Collections - Affiliates
Other Inflows 35(iii)
Total Receipts

35.

The variance analysis with respect to the receipts has been compiled based on

discussions with Management and the following represents a summary of the

reasons for the significant variances:

(i) Total A/R Collections were approximately $35.1 million resulting in a

negative variance of approximately $22.9 million.

primarily due to:

This variance is

(a) lower than forecast sales;
(b) an increase in the aging of accounts receivable; and
(©) a delay in settlement of receivables from pulp sales collected by

BI from BCFPI customers. Such amounts will be settled in

upcoming weeks.

Pursuant to BCFPI’s normal practice and the Cash Management System,

sales which are made to customers domiciled in the United States are sold

through an affiliate, Bowater America Inc. (“BAI”). BAI, whichisa

subsidiary of BI, collects the accounts receivable from the third party

-
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(ii)

(iii)

customers and then remits these funds via an Intercompany A/R Settlement
to BCFPI. BCFPI continues to reconcile its intercompany trade

receivables on a regular basis,

Receipts related to Intercompany A/P Settlements were approximately
$19.4 million compared to an amount of $10.0 million in the BCFPI
Forecast. While BCFPI does not typically forecast this line item, the
BCFPI Forecast contained an estimate of $10.0 million in respect of
repayments for amounts disbursed on behalf of the Bowater Mersey Paper
Company Ltd. (“Mersey”). During the Reporting Period, additional
reconciliations were carried out to enable the settlement of the majority of

post-filing disbursements made by BCFPI on behalf of Mersey.

Amounts received related to Other Inflows were approximately $2.8
million during the Reporting Period. Such receipts primarily represent
various tax refunds and deposits made at the mill level. BCFPI does not

forecast such amounts.

Disbursements

Details regarding disbursements are summarized in the following table:

US$000

Disbursements Para, Actual Forecast Variance Variance %
Trade Payables 370 8 (33015 § (42,733 $ 9,718 23%
Intercompany SG&A Allocation 37(ii) - (400) 400 100%
Intercompany A/R Settlements 37(ii) (2,855) - (2,355) NA
Intercompany A/P Settlements 37(v) (1,517 - (1,517 N/A
Payments on Behalf of Affiliates 37v) (8.214) - (8,214) N/A
Freight 37(vi) (2,584) (4,411) 1,827 41%
Payroll and Benefits 37(vii) (12,602) (12,315) 287) (2%)
Capital Expenditures 37(viii) - (1,808) 1,808 100%
Total Disbursements $ (60,787)  § (61,666) $ 879 1%
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The variance analysis with respect to BCFPI’s disbursements has been compiled
based on discussions with Management and the following represents a summary

of the reasons provided for these variances:

@A) Disbursements related to 7rade Payables totalled approximately $9.7
million less than projected during the Reporting Period. The reason for
this variance is the greater than forecast downtime at the Dolbeau mill,

which was idled for the entire Reporting Period.

(i)  During the Reporting Period, BCFPI did not pay any amounts in respect of
the Intercompany SG&A Allocation as the Q1 allocation and subsequent
allocations have not been settled on a cash basis. This resulted in a
positive cash flow variance, which should reverse when intercompany

SG&A allocations are settled on a cash basis.

(iii)  Payments for Intercompany A/R Settlements totalled approximately $2.9
million during the Reporting Period. Intercompany A/R Settlements
represent payments made by BCFPI to reimburse related entities for
accounts receivable incorrectly paid to BCFPI by ABH-affiliated

customers.

(iv)  Intercompany A/P Settlements represent BCFPI reimbursing related
entities for payments made on its behalf. During the Reporting Period,
such payments totalled approximately $1.5 million and are primarily

reimbursements to the ACI Group for freight costs.

(v)  Payments on Behalf of Affiliates were $8.2 million during the Reporting
Period. These payments primarily represent disbursements made by
BCFPI on behalf of Mersey, which is a joint venture partially owned by
BI. Due to the integrated nature of the operations of the Petitioners and
the Cash Management System, such payments occur on a regular basis.
BCFPI does not forecast such payments, nor does it forecast the

repayment of these items.
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(vi)  Disbursements for Freight totalled $2.6 million during the Reporting
Period. This compares to an amount of approximately $4.4 million in the
BCFPI Forecast. The positive variance is in part due to lower than
anticipated sales and the fact the certain amounts are still payable to the

ACI Group for freight that it has paid on BCFPI’s behalf.

(vil)  During the Reporting Period, payments in respect of Payroll and Benefits
totalled $12.6 million. The BCFPI Forecast projected disbursements in

the amount of $12.3 million.

(viii) Capital Expenditures are not tracked on a weekly basis. As such,
disbursements for this line item have been included in Trade Payables.

Capital expenditures for July, 2009 were $0.8 million.

Financing

38.

39.

Details regarding financing are summarized in the following table:

US$000
Financing Para. Actual © Forecast Variance Variance %
[nferest $ (Li4n) 8 (1,534) $ 387 25%
Restructuring Costs 39(1) (1,309) (2,900) 1,091 38%
Foreign Exchange Transtation 39(i) (189) - (789) N/A
Cash Flow from Financing/Restructuring $ @, Vi§_ $ 4,434) $ 689 16%

v

The variance analysis with respect to BCFPI’s disbursements has been compiled
based on discussions with Management and the following represents a summary

of the reasons for the variances:

@) Restructuring Costs were $1.8 million during the Reporting Period as
compared with the forecast amount of $2.9 million. This variance is
primarily due to timing and is expected to reverse as various professional

service firms submit their invoices for payment.

(1)  Amounts on the Foreign Exchange Translation line represent the

difference between the actual exchange rate at the time of conversion

-
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between Canadian and U.S. dollars as compared to the forecast rate of
CDN$1=US$0.90.

CURRENT LIQUIDITY POSITION AND THE 17 WEEK CASH FLOW
FORECASTS

40.

41.

42,

43,

Attached as Appendices “G” and “H”, respectively, are the updated 17-week cash
flow forecasts of the ACI Group (including DCorp) and BCFPI through
December 20, 2009.

The major variations from the cash flow forecasts contained in the Thirteenth
Report are primarily due to lower newsprint prices, which are offset by the

projected receipt of certain tax refunds and the proceeds from asset sales.

As at August 23, 2009, the ACI Group had cash on hand of $36.4 million. In
addition to this amount, the undrawn portion of the ACI DIP Facility was $55.2
million. However, pursuant to the ACI DIP Facility, $12.5 million of this amount
must remain undrawn, thereby resulting in net available liquidity under the ACI
DIP Facility of $42.7 million. Accordingly, the total liquidity of the ACI Group
was $79.1 million ($36.4 million cash plus $42.7 million of the ACI DIP Facility)
as at August 23, 2009.

The ACI Group’s actual liquidity to August 23, 2009 and forecast liquidity for the
17 weeks ending December 20, 2009 is set forth in Appendix “G” and is

summarized in the graph below:
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44,

Actual & Projected ACI Group Liquidity
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Week Ended

The graph above includes the receipt of approximately $47.7 million in respect of
proceeds from the sale of timberlands in the province of Quebec (the “Quebec
Timberlands™). Such proceeds were received on September 2, 2009. The above
graph also includes the receipt of an annual refund for the construction of roads in
the province of Quebec in the amount of $36.0 million. Excluding these two
items, the ACI Group’s projected negative cash flow for the 17 weeks ended

December 20, 2009 would be approximately $51.7 million.

The ACI Group’s liquidity at December 20, 2009 is projected to be $101.1
million. This is compared to an amount of approximately $195.3 million at the
end of 13 weeks as detailed in the Thirteenth Report. The reason for the decrease
in projected liquidity is due to the following:

i) lower newsprint prices being reflected in the latest cash flow forecast;

(i)  an increase in the amount of sales taxes included in the cash flow forecast

(approximately $15 million);

(ii1)  less favourable assumptions with respect to availability under the ACI
Group’s Securitization Program due to the concentration of certain

accounts receivable (approximately $2.6 million); and
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45.

46.

47.

(iv)  the negative variances in cash flow realized during the Reporting Period

(approximately $41 million).

The ACI Group cash flow forecast included in Appendix “G” does not reflect the
repayment of the ACI DIP Facility on November 1, 2009 which is the date by
which the ACI DIP Facility must be repaid, in accordance with its terms. The
ACI Group has indicated that it anticipates that amounts outstanding under the
ACI DIP Facility will be repaid with proceeds of the sale of the ACI Group’s 60%
interest in the Manicouagan Power Company (“MPCo”). The cash flow
projections contained Appendix “G” do not as of yet reflect this anticipated

transaction, nor do they reflect the repayment of the ACI DIP Facility.

From the date of the issuance of the Initial Order to August 23, 2009, the net cash
flow for the ACI Group was approximately negative $102.3 million, exclusive of
DIP draws. Of this amount, $50.7 million represents non-operating items such as
Securitization Program closing fees, Adequate Protection Payments to ACCC

Term Lenders, DIP closing fees and restructuring costs.

Actual results since the date of the issuance of the Initial Order and BCFPI’s
forecast liquidity for the 17 weeks ended December 20, 2009, which includes
projected intercompany funding from Bl in the ampount of $19.0 million, is set
forth in Appendix “H” and is summarized in the graph below. The estimate of
liquidity in the following graph assumes that a minimum cash balance of $10.0
million will be maintained and funds are transferred from BI, as necessary, on that

basis.
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48.

49.

50.
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Week Ended

On August 26, 2009 and September 1, 2009, this Honourable Court and the U.S.

Bankruptcy Court, respectively, approved certain agreements between the ACI

Group, BCFPI and Smurfit-Stone Container Canada Inc. (“Smurfit”) relating to

the sale of certain timberlands by Smurfit, which will result in BCFPI receiving

net proceeds in the amount of approximately $25.6 million (the “Smurfit

Timberland Proceeds”). Once received by BCFPI, the Smurfit Timberland

Proceeds are to be held in trust by the Monitor pending further order of this

Honourable Court. For purposes of the forecast, the proceeds are reflected as

being held in trust by the Monitor and are not used for operating purposes due to

the uncertainty regarding the timing of the release of these funds.

BCFPTI’s liquidity as at December 20, 2009 is projected to be approximately $10.2

million, not including the Smurfit Timberland Proceeds.

From the date of the issuance of the Initial Order to August 23, 2009, the net cash

flow for BCFPI was approximately negative $53.4 million, exclusive of DIP

draws. This negative cash flow is forecast to be offset somewhat over the next
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51.

52.

several weeks when the settlement of funds related to pulp sales occurs, as pulp
sales from BCFPI are collected by BI.  Such proceeds have not yet been paid to
BCFPI as Management only recently completed the reconciliation that would

allow such a transfer to occur.

Management has informed the Monitor that BCFPI’s forecast cash requirements

will be supported by BI through intercompany advances, if necessary.

As set forth in the Thirteenth Report, in light of the declining market conditions
and the further strengthening of Canadian currency and the resultant impact on the
ACI Group’s and BCFPI’s projected liquidity, the ABH Group is reviewing its
alternatives to reduce costs and to better balance its mill production to current

market demand.

KEY PERFORMANCE INDICATORS

53.  As first reported in the Seventh Report the Petitioners track certain key
performance indicators in the course of managing their business. Appendix “I”
contains certain key performance indicators which have been updated through
July, 2009.

ENGAGEMENT LETTERS

54.  The Petitioners have advised the Monitor that the ACI Group has entered into

engagement letters with advisors for the ACI ad hoc committee of bondholders
(the “ACI Ad Hoc Bondholder Committee”). These advisors include counsel in
the U.S. érid Canada, Broadpoint Capital Inc. and Genuity Capital Markets, each
of which has been retained to advise and perform various services for the ACI Ad
Hoc Bondholder Committee. The Monitor has reviewed the engagement letters

and has no objection to the terms contained therein.
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PENSION PLAN PAYMENTS

35.

56.

As set forth in previous reports of the Monitor, there are substantial solvency
deficits under the Petitioners’ pension plans and any solvency deficiency

payments have been suspended by order of this Honourable Court.

The Monitor has been advised by the Petitioners that payments due to the
beneficiaries under such pension plans have not been altered as a result of the
CCAA Proceedings and are being paid in full while negotiations concerning the
future of the pension plans are ongoing. As a result, the Monitor understands that
current retirees are receiving the full value of amounts due to them under the
relevant pension plans and there has been no adjustment to current service

payments, regardless of the deficits in the relevant plans.

SUMMARY OF RESTRUCTURING ACTIVITIES

57.

Since the date of the Initial Order, the Petitioners have progressed on a number of
restructuring initiatives. Below is a summary of a number of key activities to

date:

o the Petitioners have engaged a chief restructuring officer to assist with the

restructuring process;

(i)  on August 4, 2009, the ACI Group received Court approval for the sale of
the Quebec Timberlands for proceeds of approximately $47.7 million.

This amount was received on September 2, 2009;

(iii) BCFPI executed agreements which have allowed it to monetize its interest
in a first right of refusal with respect to timberland assets owned by
Smurfit, which is expected to generate proceeds of approximately $25.6

million;

(iv)  both the ACI Group and BCFPI, with the consent of the Monitor, have
repudiated a number of unfavourable contracts which will assist them in

making their cost structures more viable;
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v)

(vi)

(vii)

(vii)

(ix)

(x)

as reported in the Thirteenth Report, BCFPI indefinitely idled two paper

machines at its Thunder Bay facility in order to reduce costs;

the Petitioners have implemented initiatives to reduce selling, general and

administrative expenses;

the Petitioners have obtained an order from this Honourable Court that
authorizes the Petitioners to begin to call for certain claims of their
creditors (the “Claims Process”). The U.S. Debtors are seeking a similar

order from the U.S. Bankruptcy Court;

the Petitioners have continued work on a process to reconcile both pre and
post-filing intercompany account balances within the ABH Group and

have shared this information with the stakeholders’ advisors;

electronic data rooms have been created and are regularly updated with
information to allow stakeholder advisors to assess the ongoing condition

of the Petitioners’ business; and

the ACI Group has continued discussions with respect to the sale of its

60% ownership interest MPCo.

EXTENSION OF STAY PROCEEDINGS

58. As noted in the materials filed with this Honourable Court, the Petitioners have

filed a motion to extend the Stay Period to December 15, 2009.

59.  The extension of the Stay Period to December 15, 2009 will allow the Petitioners

to continue to develop their restructuring plan and will also allow the Petitioners

to continue activities under the Claims Process to quantify certain claims of

creditors.

60.  As noted above, each of the ACI Group and BCFPI has prepared 17-week

forecasts to December 20, 2009. Both forecasts indicate that the Petitioners will

-25.



have sufficient liquidity to enable them to sustain ordinary course operations

through the proposed extension of the Stay Period.
RECOMMENDATION

61.  Itis the Monitor’s view that the Petitioners have acted in good faith and with due
diligence in their efforts to develop a restructuring plan for the benefit of all
stakeholders. The Monitor is also of the view that an extension of the Stay Period

to December 15, 2009, is in the best interest of all stakeholders.

62.  Accordingly, the Monitor recommends that this Honourable Court grant the

Petitioners’ motion for an extension of the Stay Period to December 15, 2009.
All of which is respectfully submitted.

ERNST & YOUNG INC.
in its capacity as the Court Appointed Monitor
of the Petitioners

e\ Mo

Alex Morrison, CA, CIRP
Senior Vice President

Greg Adams, CA, CIRP
Senior Vice President

John Barrett, CA, CIRP
Vice President
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

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.
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10.
11.
12.
13.
14.
15.
16.
17.
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.

12.

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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APPENDIX “D”
PARTNERSHIPS

Bowater Canada Finance Limited Partnership
Bowater Pulp and Paper Canada Holdings Limited Partnership

Abitibi-Consolidated Finance LP

-30-



APPENDIX “E”
ACI GROUP ACTUAL RECEIPTS AND DISBURSEMENTS
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APPENDIX “F”
BCFPI ACTUAL RECEIPTS AND DISBURSEMENTS

-32-



SJUUGSRIPD Butpuno. 01 1o31qns a.4p S{010} 940GV Y] 3ON

8z (€829 (6T oLT (213 OLFY 0LYY eIy (1K) Vel (G 18 L8 =0 105 ouseq yse) Supug
(G743 0200 G553 €68°E 7253 VER'T I<E (G2 (G303 88501 (60 (G Zss'D) D 969 stoneiad( wel] mojd 4sey
- (e97'e) 124 €790 - 969' SEI'Y 81’8 yITer 969' 959°' os 51’8 096 969'T aoueeg §se) FURAO
(€825} (0z0'tr (ess'e) £68°C (€79’ #e8'T €€ (] @o's) 885'01 err'e) (€89'D) (z85°0) 61 $96'9 SMOLT q5®D 39N
689 S6€ 191 (106) pe0' er'y) (896) (€62 [1¢73] sy srL'e) (£LS) (zen z9'1) @I'n HupmpdRISY FURTRALS WOy Mo 45ED
(t3733 (73] Y {508) T0T) = = - = G (3] 501y (90€) 00 ong|su] dFueaXy ulisi0g
160°1 €67 9T £61 6LE 006'2) (€62) (62) Qz) (g65°1) {6081 - [Gid] (895) (Gt} 51500 Bunmiannssy
L3€ 9T - (€:72] 658 Wes'n (s29) - - (658) wri'n [(139] - (€373} - SRI]
b e ir
(2s's) s’ (r69'c) veLy uso'w) 292'9 S0E'E osL'e) aze'n) oro'er 967 'y tost') Ly £8¢'8 suoyeIaQ W0 Mold HSE)
68 {eog't) (s8) £3Y°T YL 1999°19) TsT's) {609'91) @sTSH {€s5°P1) {8L'09) {sss°LD) {r69'91) (69L°TT) 69L'sE) SIRIUISINGSI( [$10L,
3081 £ 52 I3 [52 T8081) @ Tzse) €652 ()] B - B B = samypusdxg (eude)y
[722] (696) 99 (326) $00°1 s1e°z) @7 {sot'c) (85v°7) W10} (zov‘TD) L1v'e) (6vL°7) {stv'e) (o10°c) sigousg pua fjoikeq
2431 44 k434 S8€ 805 awv (o20'D) (ozo'1) (oL0'1) (€81°D) (7887} (v6s) (o) (169) (s£9) Mg
1z's) (evs'e) {(s36'D) (€51°1) (£e€°T) - - - - - 1z'g) [€32943 {s86°1) (es1'D (ess1) SOV Jo Jieypg to sjusutieg
@is'y) - (696) - (85) - - - - - @Is'n - {696) - (8ps) SWAUSINSS d/V Awedusoosoyu
(5587 - (089'D) - SL1'n - - - - - (5587} - {089°1) - SLrn SHSWRINAE WV Awedwontsiy
ooy - [ - - (oor) - {o0t) - - - - - - - UonEOlY YOS Amedwooisyu
SIL'6 SLT1 685'C LS [71ix4 (esL'ey) oLzt 9LT1D) (oLT11) (506°8) (s10%e) (100'01) {£89'8) (66t'L) (828°9) sojquked apeiL
STRRHIEINGSI
(158'9) @ (609') ez arr's) PE6'LS L8591 £58'71 1£6'01 S65'LT £80'T9 SPr'91 [ix3] wr'st [£3544 SRy [RI0L
8LLT 309 SLv 985 6E0'T = B B B = SILT L9 <iv B GE0T SMOJU 9O
PER'E SLT 88't 6LE T0£° - - - - - yEQ'E Lz 881 6LE 206'1 SOV ~ STOHR) WY
1866 000°01 - - (£19) 000°01 - - - 000°01 L8€°61 000°01 - - 86'6 SWRMIBPIRS &/V Aueduioasony
(0s8'z2) (590°11) (z96') OVE'L (6o1'2) vES'LS L55°91 £58°71 166°01 £6S°L1 v80'sE Th's 1689 ur yTrol SUOTDII0) WY JEIOL
TWeT TV E 69 B VIEL - - - = 17572 B §557 SIr9 Pi6L susufeg Yy Atedulosiony
6T'sr) (8rsyt) (165°01) (690°6) {g80°1) VEE'LS L85°91 £68°21 1€6°01 £65°L1 3244l 600C T 798 015°T SUORZONOD WY
saEey
- (e9z'e) oz €zo'e) - 969'T Payd 818 (43 969'C 9£9'T o8 sr's 109 99 qse) Buwado
w0y, s0-3ny-c7 s0-3ny-9} 60-3nY-6 6U-Iny-z Moy s0-my-£7 60-5ny-91 s0-Iny-6 su-iny-z ™oy 60-InV-€2 60-2ny-91 SrInV-g sU-Bny-z PapuE Y23 p
VUSLIEA s3I0y =Y
0008S11
6007 ‘ST ISnANY PIPUT SHPM ¥

WosLIRdWO)) }S¥III0 O [¥n)DY
(WIdED9 ) 0 S1INPoI] 15210 TeIpERE)) Iojemog



APPENDIX “G”
ACI GROUP 13 WEEK CASH FLOW FORECAST
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APPENDIX “1”
KEY PERFORMANCE INDICATORS
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AC| Group
KPI Analysis

Newsprint, Specialty Paper & Pulp
Sales tonnage (MT)

Newsprint
Specialty Paper

Pulp

Net sales (US$000)

Net selling price per tonne {US$)

Mill Uptime (%)

Lumber

Sales (Million mbf)

Net sales (US$000)

Sales per Million mbf (US$)

Milt Uptime {%) - Sawing

Mill Uptime (%) - Planing

January February March April May Jung July Total
95,561 109,805 15877 96,250 99,548 107,024 98,331 722,395
99,378 84,047 91,929 82,604 84,284 91,138 103,444 636,913
2,573 4,364 2,645 3,332 4,302 3,882 4619 25,806
197,512 198,215 210,450 182,276 188,223 202,044 206,393 1,385,114

January Eebruary March April May June July Total
154,055 153,360 161,003 127,136 127,879 138,103 133,736 996,271

January February March April May June July Total

780 774 765 697 679 688 648 719

January February March Aprit May Jung July Total

70 78 76 78 78 76 77 76
January February March April May June July Total
58 60 68 61 62 64 62 435

January February March Aprit May June July Total
15,153 14,356 16,868 16,161 16,893 18,261 18,933 116,624
January February March Aprit May June July Total

260 4 249 265 m 285 306 268

January February arch April May June July Total

64 65 83 66 65 60 64 64
January February March April May June July Total
69 69 72 76 n 75 76 80
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Bowater Canadian Forest Products Inc.
KPi Analysis

Newsprint, Specialty Paper & Pulp

Sales tonnage (MT) January Eebruary arch ril May June July Total
Newsprint 40,281 16,217 37,216 35,685 37,851 32,488 39,356 239,154
Speciafty Paper 19,605 17,960 18,644 20,608 20,242 12,758 6,081 115,898
Pulp 23,816 17478 18,914 20,083 24,923 20,243 36,817 162,274
83,703 51,715 74,774 76,376 83,016 65,489 82,254 517,325
Net sales (US$000) Janyary February March ril May June July Total
57,535 34,757 48,972 47,329 48,904 37,331 45,046 320,874
Net selling price per tonne (US$) January February March rit May June July Total
687 672 668 620 589 570 548 620
Mill Uptime (%) January Eebruary March il May June July Total
83 80 84 84 84 85 56 80
Lumber
Sales (Million mbf) January Eebruary March rit May June July Total
27 30 4 27 35 ) 32 220
Net sales (US$000) January February March April May June July Total
5,514 6,049 7,095 5,694 7621 7,997 8,020 47,990
Sales per Million mbf {US$) January Eebruary March ril May June July Total
206 199 206 207 221 235 250 218
Mill Uptime (%) - Sawing January Eebruary March ril May June July Total
66 70 69 n 60 53 66 70
Mill Uptime {%} - Planing January Eebruary March ril May June July Total
n 75 74 79 76 79 8 7%

-37 -



