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INTRODUCTION

1.

On April 17, 2009, Abitibi-Consclidated 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 and affiliates 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 fo an Order of this Honourable Court, as amended on May 6, 2009 (the “Initial
Order™). Pursuant to an Order of this Honourable Court dated November 10, 2009,
Abitibi-Consolidated (U.K.) Inc., a subsidiary of ACI, was added to the list of the ACI

Petitioners.

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”). The Stay Period has
been subsequently extended to the date of implementation of the plan of reorganization
and compromise filed by the Petitioners pursuant to further Orders of this Honourable

Court.

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. (“BCFPY”) (collectively referred to herein as the “U.S.
Debtors™), filed voluntary petitions {collectively, the “Chapter 11 Proceedings”) for
relief under Chapter 11 of the U.S. Bankruptey 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”).

BCHI, Bowater Canada Finance Corporation, Bowater Canadian Limited,
AbitibiBowater Canada Inc., BCFPI, Bowater LaHave Corporation and Bowater
Maritimes Inc. have commenced both CCAA Proceedings and Chapter 11 Proceedings



and are referred to herein collectively as the “Cross-Border Petitioners” and are also

included in the definition of “Petitioners”.

The Petitioners are all subsidiaries of ABH {ABH, collectively with its subsidiaries, are

referred to as the “ABH Group”).

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 EYT was appointed as the

information officer in respect of the 18.6 Petitioners.

On April 16, 2009, ACI and Abitibi-Consolidated Company of Canada (“ACCC”) filed
petitions for recognition under Chapter 15 of the U.S. Bankruptcy Code. On April 21,
2009, the U.S. Bankruptey 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 (the “Partnerships™) listed in Appendix “D” hereto.

BACKGROUND

9.

10.

In October 2007, ACI and Bl merged to create ABH which is one of the world’s largest
publicly traded pulp and paper manufacturers. It produces a wide range of newsprint and
commercial printing papers, market pulp and wood products. The ABH Group owns
interests in or operates pulp and paper facilities, wood products facilities and recycling
facilities located in Canada, the United States and South Korea. The Petitioners’ 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.

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™).

11.  ACIis adirect and indirect wholly-owned subsidiary of ABH.
12.  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.
13, ACCC, a wholly-owned subsidiary of ACI, and BCFPI hold the majority of ABH’s
Canadian assets and operations.
PURPOSE
14.  The purpose of this Sixty-Fifth Report (the “Sixty-Fifth Report™), is to report to this
Honourable Court with respect to:
(a) an update on the Claims Process and the Additional Late Claims (each as defined
herein);
(b)  the Monitor’s motion for a declaratory order in respect of the Additional Late
Claims; and
() the Monitor’s motion for a declaratory order in respect of the Late Elections (as
defined herein).
TERMS OF REFERENCE
15.  In preparing this Sixty-Fifth 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 Sixty-Fifth Report. Some of

the information referred to in this Sixty-Fifth Report consists of forecasts and projections.



16.

17.

18.

An examination or review of the financial forecasts and projections, as outlined in the
Canadian Institute of Chartered Accountants Handbook, has not been performed. Future-
oriented financial information referred to in this Sixty-Fifth Report was prepared by the
ABH Group based on Management’s estimates and assumptions. Readers are cautioned
that, since these projections are based upon 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 Sixty-Fifth Report are as defined in the previous reports
of the Monitor and the Initial Order. All references to dollars are in U.S. currency and

are translated at a rate of CDN$1.00=US$0.98 unless otherwise noted.

Copies of all of the Monitor’s Reports, in both English and French, including a copy of
this Sixty-Fifth Report, and all motion records and Orders in the CCAA Proceedings are

available on the Monitor’s website at www.ey.com/ca/abitibibowater. The Monitor has

also established a bilingual toll-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 Epig
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.

LATE CLAIMS

19.

20.

On August 26, 2009 this Honourable Court issued an Order (the “Claims Procedure
Order”) setting out the procedures for the filing of certain claims against the Petitioners

(the “Claims Process™).

Pursuant to the Claims Procedure Order, November 13, 2009 was established as the
claims bar date (the “Claims Bar Date”) with respect to the filing of claims with the

Monitor, with the exception of creditors holding certain specifically excluded claims.



21.

22.

23.

On January 18, 2010, this Honourable Court issued an order (the “Claims
Determination Order”) approving the methodology applicable to the review and
determination of claims filed against the Petitioners, the Partnerships and the Cross-

Border Petitioners.

On February 23, 2010 this Honourable Court issued an Order (the “Second Claims
Procedure Order”) sciting out the procedures for the filing of certain claims {primarily
claims of employees who were active as of April 17, 2009 and restructuring claims)
against the Petitioners and setting April 7, 2010 as the bar date for certain claims that
were excluded from the initial Claims Procedure Order, subject to a 30-day rolling bar

date for restructuring claims (the “Second Claims Bar Date™).

The Claims Procedure Order and the Second Claims Procedure Order are hereinafter
referred to collectively as the “Claims Procedure Orders” and the Claims Bar Date and
the Second Claims Bar Date are hereinafter collectively referred to as the “Claims Bar

Dates”.

Claims Update

24,

25.

26.

In the Forty-Fourth Report of the Monitor dated June 7, 2010 (the “Forty-Fourth
Report™), the Monitor reported to this Honourable Court in respect of all proofs of claim
that it had received against the Petitioners (including the Cross-Border Petitioners) as at

that date.

In the Forty-Seventh Report of the Monitor dated July 6, 2010 (the “Forty-Seventh
Report™) and the Fifty-Seventh Report of the Monitor dated September 7, 2010, the

Monitor provided an update on the claims filed and the status of those claims.

A table providing an update on the status of the claims as at October 2, 2010 is attached
hereto as Appendix “E” (the “Claims Chart”). The Monitor has been updating the
Claims Chart on a weekly basis since June 7, 2010 and posts an updated Claims Chart on

its website every Wednesday.



27.

The claims determination and reconciliation process is ongoing. The Monitor continues

to review, revise and disallow claims, as appropriate.

Additional Late Claims

28.

29.

30.

Pursuant to the Order dated July 21, 2010 (the “Late Claims Order”), this Honourable
Court declared that notwithstanding the Claims Procedure Orders and the Claims Bar
Dates established therein, the claims filed against the Petitioners with the Monitor that
fall within certain categories shall be deemed, as of the date of that Order, to be timely
filed with the Monitor for the purpose of the Claim Process. Those categories of Claims
included: (a) trade claims and employee claims which were filed after the Claims Bar
Date and (b) claims by former employees who were not employed as of April 16, 2009
and which were filed after the Claims Bar Dates, each as summarized in the Forty-Fourth

Report.

Subsequent to the Late Claims Order and the filing of the Forty-Fourth Report and the
Forty-Seventh Report, the Monitor has continued (and continues) to receive late claims.
To date, the Monitor has reccived 88 additional late claims (the “Additional Late
Claims™) which may be summarized as follows (and which summary may be updated

from time to time):

Entity Number Value (CDN $)
ACCC 82 800,850.77
BCFP! 3 481,727.87
Bowater Couturier Inc. 1 100,000.00
Bowater Mitis Inc. 1 8,000,000.00
Saguenay Forest Products
Inc. 1 169,312.50

The Monitor notes that out of the 82 Additional Late Claims filed against ACCC, as
outlined in the chart above, approximately 68 claims totalling approximately
CDN$532,016 represent claims filed by former employees of the Petitioners for
severance and other amounts, with the majority of the claims being attributable to layoffs

in May 2010 in respect of certain sawmill operations.



31.

32.

33.

34.

The Monitor has been advised by the Petitioners that Bowater Mitis Inc. and Bowater
Couturier Inc. were liquidated into BCFPI on August 31, 2006 and, therefore, the claims
referenced in the paragraph above, if deemed to be timely filed by this Honourable Court,
will be properly asserted against BCFPI.

The Additional Late Claims are already included in the Claims Chart referred to in
paragraph 26 of this Report.

The Monitor has reviewed the Additional Late Claims filed subsequent to the Late
Claims Order and recommends that such claims also be accepted for filing purposes
under the Claims Process, provided that such claims remain subject to the Claims

Determination Order. The reasons for this recommendation are:

(a) the Monitor is of the view that the claimants in respect of the Additional Late
Claims filed subscquent to the Late Claims Order have acted in good faith and did
not “lie in the weeds” with an infent to gain an advantage over the other creditors;

and

(b)  the Monitor is of the view that the other creditors will not suffer any material

prejudice as a result of the late filing of the Additional Late Claims.

Notwithstanding the above, the Monitor and the Petitioners wish to reserve the right to
review and consider any current and future Additional Late Claims received prior to

accepting such claims for the purposes of the Claims Process.

LATE ELECTIONS

35.

36.

On September 14, 2010, the creditors who hold affected unsecured claims against the
Petitioners, other than Bowater Canada Finance Corporation, (the “Affected Unsecured
Creditors”) voted in favour of the resolution approving the plan of compromise and
arrangement (as may be amended, re-amended or supplemented from time to time) (the

“CCAA Plan™) issued by the Petitioners.

Upon implementation of the CCAA Plan, Affected Unsecured Creditors will receive

cither: (i) a cash distribution in an amount equal to 50% of the face amount of their



37.

38.

39.

40.

proven claim (the “Cash Distribution”) if their Affected Unsecured Claim is less than
CDN$6,073 (US$5,000), or (ii) a distribution of new common stock of the reorganized
ABH (“New ABH Common Stock™) upon emergence from these CCAA Proceedings.

Any Affected Unsecured Creditors whose claim is less than CDN$6,073 (US$5,000)
could elect not to receive the Cash Distribution and instead receive New ABH Common
Stock by filing an election (an “Election”) with the Monitor by 5:00 pm on Monday,
September 13, 2010 (the “Election Deadline™).

Any Affected Unsecured Creditors whose claim is more than CDN$6,073 (US$5,000)
could elect, pursuant to an Election filed with the Monitor by the Election Deadline, to
reduce its claim, for distribution purposes, to CDN$6,073 (US$5,000) and thereby
receive a Cash Distribution equal to the lesser of 50% of their proven claim and

CDN$3,036.50.

However, as at the Election Deadline, a significant number of claims had not yet been
resolved, and many continue to be resolved through the Claims Process, including certain
employee claims which may also be subsequently adjusted as a result of any

supplemental distribution’ under the CCAA Plan (the “Supplemental Distribution™).

The Monitor recognizes that it was difficult for such Affected Unsecured Creditors to file
an Election before their claim has been fully resolved. As such, the Monitor recommends
that elections filed or amended after the Election Deadline (the “Late Elections™) be
deemed to be timely filed with the Monitor for the purposes of the distributions under the
CCAA Plan, provided that such Late Elections are filed prior to the Initial Distribution
Date under the CCAA Plan.?

"1n an effort to treat all employees equally, the Petitioners (other than the Cross-Barder Petitioners) will, pursuant to
Article 3.8 of the CCAA Plan make a supplemental distribution in cash (up to a maximum individual amount to be
determined by the Petitioners, in consultation with the Monitor) to such present and former employees who (i) were
employed by the Petitioners (other than the Cross-Border Petitioners) on or after the date of the Initial Order and (ii)
hold an Affected Unsecured Claim that is a proven claim. However, the aggregate amount of the Supplemental
Distribution payable to all employees shall not exceed CDNS3 million.

2 “Inijtial Distribution Date” is defined in the CCAA Plan to mean the first business day that is ten (10) days (or such
longer period as may reasonably be determined by the Petitioners and the U.S. Debtors with the Monitor) after the
date of implementation of the CCAA Plan.



41.  The Monitor is of the view that no material prejudice will be suffered by other creditors

as a result of the late filing (or amending) of the Late Elections.

RECOMMENDATION

42, The Monitor recommends that this Honourable Court issue an order declaring that:

(a) notwithstanding the Claims Bar Dates and the Claims Procedure Orders, the
Additional Late Claims as summarized in this Sixty-Fifth Report and which
summary may be updated from time to time by the Monitor upon notice to the
Service List and without further order of this Honourable Court, shall be deemed

to be timely filed claims for the purposes of the Claims Process; and

(b)  notwithstanding the Election Deadline as established by the CCAA Plan, the Late
Elections shall be deemed to be timely filed (or amended) elections for the
purposes of distributions under the CCAA Plan, provided that such the Late

Elections are filed with the Monitor prior to the Initial Distribution Date.

All of which is respectfully submitted.

ERNST & YOUNG INC,
In its capacity as the Court-Appointed
Monitor of the Petitioners

AN

Alex Morrison, CA, CIRP
Senior Vice President

Greg Adams, 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 Ine.

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.

11



10.

1.

12.

14.

15.

16.

17.

18.

15.

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.

9068-2050 Québec Inc.

Alliance Forest Products Inc. (2001)
Bowater Belledune Sawmill Inc.
Bowater Maritimes Inc.

Bowater Mitis Inc.

Bowater Guérette Inc.

Bowater Couturier Ine.

12



10.

11.

12.

13.

14.

15.

16.

APPENDIX “C”
18.6 PETITIONERS

AbitihiBowater 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, LI.C

Bowater Alabama LLC

Coosa Pines Golf Club Holdings, LLC

13



APPENDIX “D”
PARTNERSHIPS

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

Abitibi-Consolidated Finance LP

14



APPENDIX “E”

CLAIMS CHART
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