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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 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 to 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.

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’). The Stay Period has
been subsequently extended to September 8, 2010 pursuant to further Orders of this

Honourable Court.

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 the “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”).

4, 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”.
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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 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 (the “Partnerships”) listed in Appendix “D” hereto.

BACKGROUND

10.

ABH 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, the
United Kingdom 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 U.K.
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™).
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11.

12.

13.

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.

ACCC, a wholly-owned subsidiary of ACI, and BCFPI hold the majority of ABH’s

Canadian assets and operations.

PURPOSE

14.

15.

This is the fifty-fourth report of the Monitor (the “Fifty-Fourth Report”) in these CCAA
Proceedings, the purpose of which is to report to this Honourable Court with respect to
the Petitioners’ motion for the issuance of an order:

a. extending the Stay Period to September 30, 2010 (the “Stay Extension Motion”),

including:

i. the revised cash flow forecasts for the ACI Group and BCFPI for the 13-week
period ending October 31, 2010; and

ii. the Monitor’s recommendation in respect of the Stay Extension Motion.

The Monitor also reports herein on the restructuring initiatives undertaken by the
Petitioners since the date of the forty-seventh report of the Monitor dated July 6, 2010
(the “Forty-Seventh Report”).

TERMS OF REFERENCE

16.

In preparing this Fifty-Fourth 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 Fifty-Fourth Report. Some of

the information referred to in this Fifty-Fourth Report consists of forecasts and
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17.

18.

19.

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 Fifty-Fourth 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 this Fifty-Fourth 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 Fifty-Fourth 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-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.

THE STAY EXTENSION MOTION

Revised Cash Flow Forecasts

20.

In the fifty-third report of the Monitor dated August 26, 2010 (the “Fifty-Third
Report”), the Monitor reported on the Petitioners’ cash flows for the five-week period
ended August 1, 2010. Also included in the Fifty-Third Report was a 13-week forecast
for the period ending October 31, 2010 for each of the ACI Group and BCFPI (the
“Revised Forecasts”). The Revised Forecasts have been reproduced in this Fifty-Fourth

Report as Appendices “E” and “F”, respectively.


http://www.ey.com/ca/abitibibowater
http://chapter11.epiqsystems.com/abitibibowater

21.

22.

23.

As detailed in Appendix “E”, the ACI Group’s “Immediately Available Liquidity” at

October 31, 2010, which includes cash on hand plus liquidity available under the ACI
Group’s accounts receivable securitization facility together with $49 million from the
ULC DIP Facility Available Upon Notice (as defined in the Fifty-Third Report), is

forecast to be approximately $205.4 million.

The “Total Available Liquidity” is forecast at October 31, 2010 to be approximately
$303.8 million. “Total Available Liquidity” is Immediately Available Liquidity plus the
ULC DIP Facility Available Upon Court Approval, the West Tacoma Proceeds, the
Belgo Proceeds, the Recycling Proceeds, the Mackenzie Proceeds, the St. Raymond
Proceeds and the Alabama River Equipment Proceeds (as each term is defined in the

Fifty-Third Report).

BCFPI’s liquidity is forecast at October 31, as detailed in Appendix “F”, to be
approximately $16.1 million. The Monitor has been advised by Management that

BCFPTI’s cash requirements will be supported by advances from BI, if necessary.

THE PETITIONERS’ RESTRUCTURING INITIATIVES

24.

Since the date of the Forty-Seventh Report, the Petitioners have progressed on a number

of restructuring initiatives, including:

a. Seeking the approval of this Honourable Court for the issuance of an order to
allow them to call and hold a meeting of their creditors (the “Creditors’ Meeting
Order”) which is currently scheduled for September 14, 2010. The Creditors’
Meeting Order was issued on July 9, 2010 and amended on July 21, 2010;

b. Obtaining favourable votes by the unionized employees of the La Dor¢,
Mistassini, Girardville and St-Thomas sawmills on new collective bargaining
agreements, which member vote recounts were carried out pursuant to an Order of

this Honourable Court issued June 11, 2010;



Continuing discussions with pension regulators in Ontario and Quebec with
respect to defined benefit pension funding relief effective on implementation of

the CCAA Plan;

. Obtaining the approval of the U.S. Bankruptcy Court of the Disclosure Statement
for the U.S. Debtors’ First Amended Joint Plan Of Reorganization Under Chapter
11 of the U.S. Bankruptcy Code, materials and procedures associated with the
solicitation of votes on the U.S. Debtors’ First Amended Joint Plan of

Reorganization Under Chapter 11 and other relief;

Participating in Claims Officer hearings coordinated by the Monitor with respect
to creditors whose claims could not be consensually resolved in accordance with
orders issued by this Honourable Court on August 26, 2009, January 18, 2010,
February 23, 2010 and March 23, 2010 (the “Claims Process Orders”);

Obtaining the authorization of the U.S. Bankruptcy Court for the U.S. Debtors to
enter into the First Amendment to the Backstop Commitment Agreement to
address certain objections to the rights offering to be made available to unsecured

creditors and related procedures;

. Abitibi-Consolidated Corporation, one of the U.S. Debtors, closed the sale of its

Lufkin, Texas facility for proceeds of approximately $10.2 million;

. The mailing, by the Monitor, of the Creditors’ Meeting Materials (as defined in
the Creditors’ Meeting Order) to the parties required to receive such materials.
The Monitor completed the mailing by August 9, 2010, and continues to send out
packages to those parties that request them. The Monitor has mailed
approximately 11,300 packages to creditors as of the date of this Fifty-Fourth
Report;

Announcing the permanent closure of BCFPI's Dolbeau and Gatineau mills.
These mills represent the removal of 244,000 and 360,000 metric tonnes of annual

production capacity, respectively, in order to reduce costs;



j- Obtaining authorization from the U.S. Bankruptcy Court for the U.S. Debtors to
enter into a work fee letter with J.P. Morgan Securities Inc., Barclays Capital and
Citigroup Global Markets, Inc. regarding exit financing and to pay certain fees

and expenses and furnish certain indemnities thereunder; and

k. Settling, subject to the approval of this Honourable Court and the U.S.
Bankruptcy Court, for CDN$130 million, ABH’s claim under the North American
Free Trade Agreement with respect to the Government of Newfoundland and

Labrador’s expropriation of property and rights formerly owned by ACCC.

MONITOR’S RECOMMENDATION

25.

26.

27.

The Petitioners have filed a motion to extend the Stay Period to September 30, 2010. The
Monitor is of the view that the extension of the Stay Period to September 30, 2010 will:
(a) allow the Petitioners to hold a meeting of their creditors to consider a resolution to
approve the Plan of Compromise and Arrangement pursuant to the Creditors’ Meeting
Order currently scheduled to be held on September 14, 2010 at the Hilton Bonaventure in
Montreal, (b) allow the Monitor to continue to review claims and coordinate their
allowance or revision pursuant to the Claims Process Orders, (c) allow the Petitioners to
continue to seek the financing required to exit these CCAA Proceedings and (d) file
motion materials seeking a sanction order of the CCAA Plan from this Honourable Court

if the creditors vote in favour of a resolution to approve the CCAA Plan.

The Revised Forecasts indicate that the Petitioners will have sufficient liquidity through
the extension of the Stay Period to September 30, 2010 and the Petitioners continue to act

in good faith and with due diligence.

As a result of the foregoing, the Monitor recommends that this Honourable Court approve

the Petitioners’ motion if it deems it advisable.



All of which is respectfully submitted.

ERNST & YOUNG INC.
In its Capacity as Court-Appointed
Monitor of the Petitioners

Per:
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Alex Morrison, CA, CIRP
Senior Vice President

Todd Ambachtsheer, CA, CIRP
Vice President



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 Jonquiere 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.

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
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APPENDIX “E”

ACI GROUP CASH FLOW FORECAST
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