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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

Petitionets.

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 30, 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”.



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 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. 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.

In October 2007, ACI and BI 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.  AClI s a direct 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.  This is the fifty-ninth report of the Monitor (the “Fifty-Ninth Report™) in these CCAA
Proceedings, the purpose of which is to report to this Honourable Court with respect to
the following:

(1) extending the Stay Period to the Implementation Date (as defined herein);

(i)  the revised cash flow forecasts for the ACI Group and BCFPI for the thirteen-
week period ended December 5, 2010;

(iii)  the restructuring initiatives undertaken by the Pefitioners since September 7,
2010, the date of the Fifty-Seventh Report of the Monitor (the “Fifty-Seventh
Report™);

(iv)  the Monitor’s recommendation regarding the Petitioners’ Motion to extend the

Stay Period to the Implementation Date;

(v)  the Election (as defined herein) filed with the Monitor after the Election Deadline

(as defined herein); and

(vi)  details with respect to the pension agreement reached between the Petitioners and

the Quebec government.



TERMS OF REFERENCE

15.

16.

17.

18.

In preparing this Fifty-Ninth 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-Ninth Report. Some of
the information referred to in this Fifty-Ninth Report consists of forecasts and
projections. 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 Fifty-Ninth 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-Ninth 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-Ninth 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 Epiq
Bankruptcy Solutions LCC (“Epiq”)} at http://chapter] | .epigsystems.com/abitibibowater.

The Menitor has included a link to Epiq’s website from the Monitor’s website.



EXTENSION OF THE STAY OF PROCEEDINGS

19.

20.

The Petitioners have filed a Motion to extend the Stay Period to the date of emergence
from these CCAA Proceedings (the “Implementation Date”) which the Petitioners are
currently targeting to be October 14, 2010. The Monitor is of the view that the extension
of the Stay Period to the Implementation Date will allow the Petitioners to take steps to
implement the CCAA Plan as defined herein and continue to review and resolve claims

that have been filed in the CCAA Proceedings.

As described below, the Revised Forecasts indicate that the Petitioners will have

sufficient liquidity through the targeted Implementation Date of October 14, 2010.

Actual Receipts and Disbursements for the ACI Group and BCFPI for the Five-Week Period

Ended September 5. 2010

21.

22,

In the Fifty-Third Report of the Monitor dated August 26, 2010, (the “Fifty-Third
Report™), the Monitor reported on the Petitioners’ five-week cash flow results for the
period from June 28, 2010 to August 1, 2010 and the revised weekly cash flow forecast
for the ACI Group (the “ACI Forecast”) and BCFPI (the “BCFPI Forecast™) through
the week ending October 31, 2010.

Below is a summary of the ACI Group’s actual receipts and disbursements for the five-
week period ending September 5, 2010 with a comparison to the ACI Forecast presented
in the Fifty-Third Report.



The ACI Group
US$000
Actual Forecast Variance
Opening Cash $ 151,871 $ 151,871 $ - -
Receipts 239,976 244,354 (4,378) (2%}
Disbursements
Net Trade Disbursements (155,250) (147,981} (7,269) (5%}
Intercompany 1,827 - 1,827 N/A
Other (98,032) (93,827} (4,205) (4%}
(251,455) (241,808) (9,647) (4%)
Financing
Securitization Inflows/ (Outflows} (1,370) (1,319 (51) (4%)
Adequate Protection by DCorp to Term Lenders (3,392) (3,287) (1035) (3%)
Financing Fees (1,627) - (1,627 N/A
Restructuring & Other Items (10,134) (5,750) (4,384) (76%)
Foreign Exchange Translation 2,209 - 2,209 N/A
(14,314) (10,356) (3,958) (38%}
Net Cash Flow (25,793) (7,810) (17,983) (230%)
Ending Cash $ 126,078 $ 144,061 $ (17,983 (12%)
Immediately Available Liquidity $ 214,890 $ 221,523 $ (6,633) (3%)
Total Available Liquidity $ 323446 $ 319,843 3 3,003 1%

23.  In the chart above, “Immediately Available Liquidity” includes cash on hand plus
liquidity available pursuant to the ULC DIP Facility Available Upon Notice (CDN$50.0
million that is available as liquidity to the ACI Group subject to providing notice to
certain creditors) and amounts available through the ACI Group’s Amended
Securitization Program. “Total Available Liquidity” includes Immediately Available
Liquidity plus the portion of the ULC DIP Facility Available Upon Court Approval
(CDN$50.0 million is available to the ACI Group subject to Court approval for the use of
such funds) and also includes various proceeds from asset sales either held by the

Monitor or deposited in a designated account.



24.  Below is a summary of BCFPI's actual receipts and disbursements for the five-week
period ending September 5, 2010 with a comparison to the BCFPI Forecast presented in
the Fifty-Third Report.

BCFPI
USs000
Actual Forecast Variance
Receipts $ 65320 § 51,550 5 13,970 27%
Disbursements
Net Trade Disbursements (30,149) (30,118) @Bn (0%)
Intercompany (10,382) - (10,382) N/A
QOther (21,025) {16,089) (4,936) (31%)
(61,556) {46,207) (15,349) (33%)
Financing
Interest (1,714) (1,722) 8 0%
Restructuring Costs (1,253) (1,595) 342 21%
Foreign Exchange Translation 309 - 809 N/A
(2,158) (3,317) 1,159 35%
Net Cash Flow 1,806 2,026 (220) (11%)
Opening Cash 10,811 10,811 - -
Ending Cash $ 12,617 $ 12,837 $ (220} (2%}

Revised Cash-Flow Forecasts

25.  Attached as Appendices “E” and “F” are cash flow forecasts for the ACI Group and
BCFPI for the 13-week period ended December 5, 2010 (the “Revised Forecasts™).

26.  The ACI Group’s Immediately Available Liquidity at December 5, 2010, which is the
end of the 13-week period in the forecast in Appendix “E”, is projected to be

approximately $207.3 million.

27.  BCFPDI’s liquidity at December 5, 2010, which is the end of the 13-week period in the
forecast in Appendix “F”, is projected to be approximately $13.9 million. The Monitor



has been advised by Management that the cash requirements of BCFPI will be supported

by intercompany advances from Bl, if necessary.

SUMMARY OF RESTRUCTURING ACTIVITIES

28.

Since the issuance of the Fifty-Seventh Report, the Petitioners have made progress on a

number of restructuring initiatives. Below is a summary of the key activities since those

reported in the Fifty-Seventh Report:

(©)

(i)

(iti)

(iv)

)

(vi)

on September 2, 2010, the Petitioners issued seven plan supplements (as
described in the Fifty-Eighth Report of the Monitor dated September 16, 2010
(the “Fifty-Eighth Report”)) in respect of the plan of compromise and
arrangement filed by the Petitioners (as amended and supplemented, the plan of

compromise and arrangement is referred to herein as the “CCAA Plan™);

on September 3, 2010, the Petitioners filed five plan supplements (as described in
the Fifty-Eighth Report);

on September 10, 2010, the Petitioners filed the first amendment to the CCAA
Plan (as described in the Fifty-Eighth Report);

on September 13, 2010, the Petitioners filed an amended plan supplement (as
described in the Fifty-Eighth Report);

in accordance with the Creditors’ Meeting Order dated July 9, 2010, as amended
on July 21, 2010 (collectively, the “Creditors’ Meeting Order”), the Pefitioners
convened and conducted the twenty meetings of their creditors on September 14,
2010 in Montreal, Quebec, where nineteen classes of unsecured creditors affected
by the CCAA Plan (the “Affected Unsecured Creditors™) voted in favour of the
resolution approving the CCAA Plan and one class of Affected Unsecured

Creditors did not vote in favour of the resolution approving the CCAA Plan;

on September 15, 2010, the Petitioners filed a motion for the issuance of an order
sanctioning the CCAA Plan and extending the Stay Period to the Implementation
Date;



(vii) the Petitioners have negotiated and are in the process of implementing and/or
raising (a) a senior secured asset-based revolving facility in the aggregate amount
of approximately U.S. $600 million, (b) a combination of senior secured notes
(approximately $750 million) and the aggregate amount of $500 million from the
rights offering, and (¢) CDN $130 million from the NAFTA Settlement
Agreement (as defined in the Fifty-Seventh Report); and

(viii) the Petitioners have entered into the Quebec Pension Agreement (as defined and

described below).

PENSION AGREEMENT WITH THE QUEBEC GOVERNMENT

29.

30.

31.

32.

33.

The Petitioners have reached an agreement with the Quebec provincial government and
the Regie des rentes du Quebec (the provincial pension authority) that will allow the
Petitioners’ pension plans in the Province of Quebec to continue to pay 100% of pension

benefits to retirees and beneficiaries (the “Quebec Pension Agreement”),

As part of the Quebec Pension Agreement, the Petitioners have agreed to preserve their
headquarters in Quebec and to invest $75 million over five years in new projects. In
addition, the reorganized ABH will not pay dividends until the Quebec workers’ pension
fund is at least 80% solvent. In exchange, the Quebec government has agreed to relax

regulatory pension plan funding requirements.

Copies of the Quebec Pension Agreement are attached hereto as Appendices “G”

(English translation) and “H” (French original), respectively.

In addition, attached hereto as Appendices “I” (English) and “J” (French) are copies of
correspondence dated September 16, 2010 from the Province of Quebec which outlines
the draft regulation setting out the special funding measures regarding the ongoing

obligations of certain pension plans of the Petitioners.

Further, attached hereto as Appendix “K” are copies (in English and in French) of

correspondence dated September 13, 2010 In respect of the Quebec Pension Agreement.

10



ELECTION NOTICES

34,

35.

36.

37.

38.

The CCAA Plan essentially provides for the payment in full (on the CCAA Plan
Implementation Date and confirmation of the Second Amended Joint Plan of
Reorganization, as amended and supplemented, filed in the Chapter 11 Proceedings (the
“Chapter 11 Plan™)) of all of the Petitioners’ and the U.S. Debtors’ secured debt
obligations and the conversion of all unsecured debt obligations to equity (the “New
ABH Common Stock™) of the post-emergence reorganized ABH (“Reorganized
ABH”).

Collectively, the Amended CCAA Plan and the Chapter 11 Plan provide for the
repayment of ABH’s secured debt (in excess of $1.1 billion) and the conversion of in

excess of $7 billion of unsecured debt to equity in the Reorganized ABH.

Upon implementation of the Amended CCAA Plan, Affected Unsecured Creditors will
receive either (i} a cash distribution in an amount equal to 50% of the face amount of its
proven claim (the “Cash Distribution”) if their Affected Unsecured Claim is less than
CDN$6,073 (US$5,000) (unless they elect to receive New ABH Common Stock) (or if
they opt to reduce their claim to CDN$6,073 so as to receive the Cash Distribution), or
(ii) a distribution of New ABH Common Stock upon emergence from these CCAA

Proceedings.

According to the CCAA Plan, Affected Unsecured Creditors who wish to elect to receive
the Cash Distribution should have filed an election to do so (the “Election™} with the
Monitor by 5:00 pm on Monday, September 13, 2010 (the “Election Deadline™).
However, the Monitor notes that a number of claims have not yet been resolved,
including certain employee claims which may also be subsequently adjusted as a result of

any supplemental distribution under the CCAA Plan.

The Monitor recognizes that it is difficult for such Affected Unsecured Creditors to file
an Election before their claim has been fully resolved. As such, the Monitor or the

Petitioners will report further to this Honourable Court on late Elections and/or request to

11



change the Election Deadline and will make a recommendation for the acceptance of late

Elections at a later date.

RECOMMENDATION

39.

40.

41.

42,

It is the Moenitor’s view that the Petitioners have acted and continue to act in good faith
and with due diligence in their efforts to develop a restructuring plan for the benefit of all
stakeholders. The Monitor believes the CCAA Plan will produce a more favourable
result for the Affected Unsecured Creditors as a whole than would a liquidation of the

Petitioners’ assets.

As previously noted by the Monitor, a successful restructuring of the Petitioners will
preserve significant social and economic benefits to the Canadian economy. As of March
31, 2010, ABH employed approximately 11,900 people, the majority of whom reside in
Ontario and Quebec, and in many cases in regions of those provinces that are
economically dependent on the forestry sector. Further, local suppliers and contractors in
these regions are, in many cases, economically dependent on the Petitioners. All of these
stakeholders will benefit from having a stronger, more competitive ABH emerge from

these proceedings.

As described in this Fifty-Ninth Report, the Revised Forecasts indicate that the
Petitioners will have sufficient liquidity through the extension of the Stay Period to the

expected Implementation Date in mid-October, 2010.

Accordingly, the Monitor recommends that this Honourable Court issue an order

extending the Stay Pericd to the Implementation Date.

12



All of which is respectfully submitted.

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

Alex Morrison, CA, CIRP
Senior Vice President

John Barrett, CA, CIRP
Senior Vice President

Martin Daigneault, CA, CIRP
Senior Vice President

Greg Adams, CA, CIRP
Senior 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 Jonquiére Pulp Company

The International Bridge and Terminal Company
Scramble Mining Ltd,

9150-3383 Québec Inc.

Abitibi-Consolidated (U.K.) Inc.

14



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.

15



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 LL.C
Bowater Finance II, LLC

Bowater Alabama LLC

Coosa Pines Golf Club Holdings, LLC

16



APPENDIX “D”
PARTNERSHIPS

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

Abitibi-Consolidated Finance LP

17



APPENDIX “E”
THE ACI GROUP’S CASH-FLOW FORECAST
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APPENDIX “F”
BCFPI'S CASH-FLOW FORECAST
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APPENDIX “G”

QUEBEC PENSION AGREEMENT - ENGLISH TRANSLATION



ENGLISH TRANSLATION OF FRENCH LANGUAGE ORIGINAL

AGREEMENT CONCERNING THE
PULP AND PAPER OPERATIONS OF ABITIBIBOW CANADA IN QUEBEC

BETWEEN: BOWATER CANADIAN FOREST PRODUCTS INC., a legal person
duly constituted under the laws of Nova Scotia, having its registered
office in Halifax, Nova Scotia, and ABITIBl- CONSOLIDATED
COMPANY OF CANADA, a legal person duly constituted under the
laws of Quebec, having its head office in Montreal, Quebec, both
acting and duly represented for the purposes hereof by Mr David J.
Paterson, President, on their own behalf and on behalf of any
Canadian successor upon emergence from the current restructuring
process described herein

{hereinafter collectively called "AbiBow Canada™;

AND: THE GOVERNMENT OF QUEBEC, acting and duly represented for
the purposes hereof by Mr. Clément Gignac, Minister of Economic
Development, Innovation and Export Trade

{hereinafter called the “Gevernment”).
Recitals

Whereas the pulp and paper industry is experiencing a very difficult period;

Whereas AbiBow Canada, as well as the group formed with its holding company
AbitbiBowater Inc. (hereafter referred to as “AbiBow™), is affected as is the entire
industry, notably as a result of the significant reduction in the demand for newsprint and
of the economic context; -

Whereas the Canadian subsidiaries of AbiBow sought the protection of the Companies’
Creditors Arrangement Act (R.8.C. 1985, c. C-36) (hereinafter called the “CCAA"), on
April 17, 2009;

Whereas the Minister of Finance, the Minister of Economic Development, innovation
and Export Trade and the Minister of Natural Resources and Wildlife announced, on
April 17, 2009, an exceptional infervention by authorizing Investissement Quebec to
grant a guarantee of & loan for a maximum of US$100 million to certain members of the
AbiBow group, which loan has since been repaid;

Whereas AbiBow, in cooperation with its creditors, its stakeholders, the CCAA Monitor
and its financial advisors, has developed a 5-year business plan based on its current
outlock that provides for improved profit margins and cash flow, and these
improvernenis will be possible in part because of the efforts of AbiBow and its
employees fo concenfrate on the manufacturing operaticns of highly competitive
facilities;

Whereas AbiBow currently has two primary operating companies in Canada, Abitibi-
Consolidated Company of Canada and Bowater Canadian Forest Producis Inc., the
combination of which to form AbiBow Canada is planned upon emergence from the
current restructuring process, and these two companies have significant solvency
deficits in their pension plans;

Whereas, since the start of its restructuring process AbiBow Canada has initiated
discussions and actively worked with the Government and competent authorities, in the
interest of its business and of all its stakeholders, including in order to (i) identify
measures to protect its employees and retirees, and (ii) promote its emergence from
the restruciuring process as a stronger and more sustainable company, including so as
to resume contributions fo these plans;

Whereas a significant proportion of the Canadian activities of AbiBow are in Quebeg;



Whereas pursuant to the business plan established by AbiBow, AbiBow Canada
intends to (i) keep all its Quebec pulp and paper mills active, which mills have a
theoretical capacity of approximately two million metric tons, and (i) make or take every
reasonably required effort and measure to ensure the viability of its Quebec pulp and
paper mills, in the same way it does for mills of the AbiBow group located outside
Quebec having similar delivered costs for similar products;

Whereas in connection with its emergence from the restructuring process, AbiBow
Canada has been discussing with the competent authorities with respect fo relief
measures in order for the Quebec registered pension plans for its pulp and paper

cperations {"pension plans") to continue tc pay 100% of the pensions to their retirees
and beneficiaries;

Whereas in order fo ensure the completion of AbiBow Canada's restructuring the
Government's support in various forms is required;

CONSEQUENTLY, THE PARTIES AGREE TO THE FOLLOWING:
1. AbiBow Canada Covenants
1.1. Governance

AbiBow Canada agrees:

1.1.1. not to pay any dividend while the weighted average solvency ratio of its pension
plans in Quebec is less than 80%;

1.1.2. to abide by the AbiBow compensation plan with respect to salaries, bonuses and
severance, which description was filed with the Court and its creditors in the
context of its restructuring process is attached herelo as Schedule I

1.1.3. to present to the Government the annual financial resuits of AbiBow as soon as
they are made public; and ’

1.1.4. to report annually to the Government on the implementation of its business plan,
which description was filed with the Court and its creditors in the context of its
restructuring process is attached hereto as Schedule 1I;

1.2. Pension Plans

AbiBow Canada agrees, subject fo the arrangements made with the competent
authorities:

1.2.1. that it will not voluntarily terminate any of its pension plans in Quebec before it
emerges from the Court protection under the CCAA;

1.2.2. that it will continue its discussions with the Régie des rentes du Québec to
examine solutions in order to avoid termination of pension plans; and

1.2.3. that the underiakings set forth in this Section 1.2 will also be complied with by its
subsidiaries that participate in a supplemental pension plan governed by the
Supplemental Pension Plans Act (R.S.Q.., ¢. R-15.1};

1.3. Investments

AbiBow Canada agrees:

1.3.1. in its pulp and paper operations, that at least 60% of its maintenance and value-
creation investments shall be made in Quebec, such that, for example,
investments of $60 million per year would resulf in a minimum invesiment of
$180 million during a 5-year period for Quebec;

1.3.2. to make investments in strategic projects in Quebec in a minimum amount of $75
million over a S-year pericd, to which an amount of $10 million may be added in
the event no amount becomes payable in connection with the maintenance of
AbiBow Canada production capacity in Quebec, as provided in Section 1.4.4.



1.4,

Business Continuity

AbiBow Canada agrees:

1.4.1.

1.4.2.

1.4.3.

1.4.4,

1.4.5.

1.4.6.

2.2

that the head office of AbiBow and all iis actual related functions shall remain in
Quebec;

that if a pulp and paper mill is permanently shut down in Quebec, it shall give the
Government and the affected communities the opportunity to find recovery
alternatives;

that it shall offer favourable conditions to enable potential buyers to purchase its
pulp and paper assets located in Quebec at market value, in the event of a sale
of such assets, such favourable conditions including the analysis on a case-by-
case basis of the need to have non-competition provisions:

that, having regard to its intent described in the recital to maintain the production
capacity of the Quebec pulp and paper mills, it shall pay to one or more pension
plans, as additional solvency special payments, a total compensation of $75 for
every metric ton reduction in such production capacity resuiting from a definitive
shutdown of at least one machine, including & temporary shuidown for more than
8 consecutive months or 9 cumulative months over a period of 18 menths,
without any duplication in the capacity levels of pulp and of paper or otherwise,
such compensation being payable over 4 years and only once for any given
circumstance; it being understood that no payment shall be made in respect of
any pension plan having an excess surplus under applicable tax laws;

that, where delivered costs are equivalent fo those of its mills located outside
Quebec, not to transfer outside Quebec any pulp and paper production {or part
thereof) located in its mills located in Quebec at the time all of the terms of this
letter become effective; and )

to create a diversification fund by contributing 2 million dollars per year for 5
years for the benefit of the municipalities and the workers where the Company’s
Quebec mills are located.

Term

The present letter will become effective as of the time of AbiBow Canada's
emergence from Court protection under the CCAA and will expire 5 years after
such emergence, except Section 1.2.1 that becomes effective upon its signing.

The parties agree to re-evaluate, after the 5 year term, the covenants of this
letter, in light of AbiBow Canada’s situaticn, the conditions affecting the pulp and
paper industry as a whole and the solvency of its pension plans.

Assignment

The rights and cbligations provided herein shall not, under penalty of being nuil
and void, be assigned, in whole or in part, without consent of the Government
and of AbiBow Canada.

Notice

A notice and other communication must be in wriing and sent to the parties to
their respective addresses by recommended or cerified mail, or by fax or
messenger. Such notice and communication is deemed fo have been received
the same day it was sent by fax or messenger, and if it was sent my mail, on the
fifth business day following.

In all cases, the party giving notice must be able to evidence the sending of the
notice if required to do so by the other party, absent which the notice is deemed
null and void.



5.2.
5.3.

54.

5.5.

5.6.

57.

58.

TO: Government
Minister of Economic Development, Innovation and Export Trade
710 Place D'Youvilte, 9 floor
Québec (Québec) G1R 4Y4

Fax: 418 643-0221
Attention: Mr. Mario Bouchard

TO:  AbiBow Canada
1155 Metcalfe Street, Suite 800
Moniréal (Québec) H3B 5H2 Canada

Fax: 514 394-3644 :
Attention: Senior Vice-President, Corporate Affairs and Chief Legal Officer

General provisions

The present letter (except the schedules) can only be modified by an amendment
duly signed by the parties. The plans described in the schedules herein may be
modified by AbiBow from fime to time, AbiBow GCanada agrees to notify the
Government promptly of any important changes to these, including for all
information that the Government considers reasonably necessary on this subject,
and to report annually to the Government all the changes made to the said plans.
The recitals to the present letter do not confer rights or obligations in respect of
either one of the parties.

Time is of the essence of this letter.

Each party to this letter represents and warrants to the other parly () that it has
the required authorizations and full powers to sign this letter and execute all its
obligations contemplated herein, (i) that by the signing and performance of this
letier it is not violating its constituting act, as applicable, nor any law or
regulation, and (iii) that following its signing this letier will create contractual
obligations as described herein, will have full effect and will be fully enforceable
against it pursuant to its terms, subject, except as otherwise provided, in the case
of AbiBow Canada, {o the insolvency laws of Canada of general application, to its
emergence from the restructuring process under the CCAA, and any required
authorizations.

Any covenant or condition in favour of a party may only be waived by this party. If
one or several provisions herein, or arrangements entered into in connection with
this lefter, were found to be invalid by a Court for any reason whatsoever, the
other provisions contained therein would continue to have their full effect
between the parties and, if an invalidated provision had a significant negative
impact on either one of the parties, they will negotiaie in good faith the relevant
terms in order to compensate the affected party in an equivalent manner,

This letter is governed by and must be interpreted pursuant to the laws
applicable in Quebec.

No party is authorized to bind the other party towards a third party without firsi
obtaining the other party's written consent. The covenants contained herein only
benefit the pariies and their respeciive subsidiaries. Nothing herein shall be
construed as a stipulation for another.

Except as otherwise provided, all references herein to dollars must be
understood as a reference to Canadian dollars.

This letter can be signed in several counterparts, each one deemed to be an
original counterpart, but all the counierparts constituie one and the same
agreement.



5.8.

5.10.

5.11.

5.12.

5.13.

The representatives and signatories for AbiBow Canada and the Government
declare that they have read this letter and its schedules and that they accept its
terms, conditions and modalities and sign it in good faith in the name of AbiBow
Canada and the Government, respectively.

The necessary arrangements in respect of AbiBow Canada's pensions pians and
their continued existence are for AbiBow Canada essential conditions to this
letter and related arrangements taken in connection with it, without which AbiBow
Canada would not have entered into them.

In the event of a disagreement or conflict resulting from or in connection with this
letter, including with its interpretation and application, the parties will first try to
resolve it amicably through informal negotiations.

If AbiBow Canada is subject to an event of force majeure (as defined hereunder);

5.12.1.1. it must prompily give notice to the Government and indicate, as
correctly as possible, the effect on ifs obligations under this letter
and any arrangements relating thereto, and any foreseeable defays
resulting therefrom;

5.12.1.2. the parties will review in good faith the terms of this letter and of the
arrangements relating thereto in order to take any such
circumstance into account ;and

5121.3. (i) its obligations will be suspended as long as it acts with
reasonable diligence in order to eliminate or correct, in the case
where 1t is reasonably possible, the causes and effects of this force
majeure, it being understood however that the resolution of any
labour dispute will be left to its entire discretion, and (jf) the non-
performance of an obligation is not considered a defauit, and does
not lead to a right of action of any nature whatsoever; as applicable,
there is a deferral of the delays resuling from a suspended
obligation.

For these purposes, the expression “force majeure” means any event which is
unforeseeable, irresistible and beyond the control of AbiBow Canada and
delays, interrupts or prevents complete or partial performance of its obligations
pursuant fo this letter, including any one of the following events: war, embargo,
insurrection, invasion, riot, rebellion, social problems, epidemic, flood, fire,
explosion, thunder, earthquake, ice storm, storm, sabotage or labour dispute, as
well as any act, omission or constraint by a government, court or public
authority.

This letter, as well as any document, communication or other information relating
directly or indirectly to it, are confidential and may not be communicated to
anybody, unless to the extent it is required by any applicable law. If a party
believes that it is held by law to disclose information or receives a request fo that
effect, it must immediately notify the other party so that it may have the
opportunity to take alt appropriate recourse and, in any event, take ali reasonable
steps in order to maintain confidentiality. These obligatiocns apply to any
information whether communicated in writing, verbally or by electronic means
and whether it was communicated prior or subsequent to the date of this lstter.
AbiBow Canada confirms that this letter and the arrangements with the
competent authorities are disclosed in the context of its restructuring process and
with the Court, creditor committees and competent authorities in Quebec or
otherwise.



IN WITNESS WHEREOF, the Parties have executed this letter as of September
13, 2010.

BOWATER CANADIAN FOREST PRODUCTS ING.
ABITIBI-CONSOLIDATED COMPANY OF CANADA

By : {Signed)
Name : David J. Paterson
Title - President

THE GOVERNMENT OF QUEBEC

By : {Signed)
Name : Clément Gignac
Title : Minister of Economic Development, Innovation and

Export Trade



LETTER AGREEMENT CONCERNING THE
PULP AND PAPER OPERATIONS OF ABITIBIBOW CANADA IN QUEBEC

SCHEDULES

Schedule I Business Plan
- Notice of Meeling and Information Circular dated August 2, 2010, at pages G-1 - G-11.
- Disclosure Statement dated August 2, 2010, at pages 116-119.

Schedule T Compensation Plan
- Notice of meeting and Information Circular dated August 2, 2010, at pages 11-116.
- Disclosure Statement dated August 2, 2010, Exhibit B, at pages 1-12.



SCHEDULE 1

BUSINESS PLAN




NOTICE OF MEETING AND
INFORMATION CIRCULAR
PERTAINING TO A
PLAN OF REORGANIZATION AND
COMPROMISE
UNDER
THE COMPANIES? CREDITORS ARRANGEMENT ACT (CANADA),
THE CANADA BUSINESS CORPORATIONS ACT
AND SUCH OTHER LEGISLATION TO BE SET FORTH IN
TIIE RESTRUCTURING TRANSACTIONS NOTICE
INVOLVING ABITIBIBOWATER INC.
AND CERTAIN OF I'TS SUBSIDIARIES LISTED IN APPENDIX A HERETO

-~ AND -
A RIGHTS OFFERING
OF

REORGANIZED ABH IN CONNECTION THEREWITH
Aupust 2, 2010

This information cirenlar i being distributed to creditors of certain subsidiaries of AbitibiBowater Inc.
listed in Appendix A hereto by and on hehalf of such entities and AbitibiBowater ¥oe, in connection with
the meetings ealled to eonsider the reorganization and compromise proposed by them which are scheduled
to be held at 10:00 a.m. (Montrezl time) on September 14, 2010 at the Hilton Montreal Bonaventure,

900 de La Gauchetitre West, Montréal, Québec, H5A 1E4, Canada ard a rights offering of Reorganized
ABI in conneetion therewith,

These materials require your immediate attention. You shonld consull your professional advisors in
cannection with the contents of these decuments, Should you have any questions regarding voting, the rights
offering or other procedures or showuld you wish to obtain additional copies of these materials, you may contact
Ernst & Young Inc., which acts as the Monitor, at 800 Rend-Lévesque Blvd. West, Suite 2000, Monireal, Québec,

H3B IX9, Canadn (Attention: the Monitor of AbitibiBowater Inc, et al), facsimile number: 514-879-3992 and
telephone number: 1-866-246-7889.
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APPENDIX G
FINANCIAL PROJECTIONS

Pursuant to section 1125(2)(11) of the Bankruptcy Code, among other things, the Bankroptoy Court must
determine that confirmation of the First Amended Joint Plan of Reorganization Under Chapter 11 of the
Bankruptcy Code dated May 24, 2010 (as may be amended and supplemented from time ta Lime according to its
terms, the “Plan™) is not likely to be Foliowed by the liquidation or need for frther financial reorganization of
t}}e :etlll]ors Cr any successors to the debtors under the Plan, This condition is often referred to as the “feasibility™
of the Plan,

For purposes of determining whether the Plan meets this requirement, the financial advisors of the Commpany
have analyzed the debtors’ ability to meet their obli gations under the Plan, As part of that analysis, the debtors
have prepared consolidated projected financial results for eack of the years ending December 31, 2010 through
and incleding 2014. These financial projections, and the assumptions un which they are based, are annexed
hereto for your reference. Sce “Arsicle VI, Section B. Statutory Requirements for Confirmation of the Plan in
Chapter 1T Cases — 3. Feasibility” in the Plan.

The Financial Projections should be read in conjunction with the assumptions, qualifications, and cxplanations
set forth in the Digclosure Statement and in the Plan in their entirety, and the historical consolidated financial
statements (including the notes and schedules thereto) and other financial information set forth in ABI's Arnnual
Report on Form 10-K for the fiscal yeer ended December 31, 2009, as amended, and other reports filed by ABH
with the SEC filed prjor to the Bankroptey Court’s approval of the Disclosure Statement. These filings are
available by visiting the SEC's website at hutp:ffwww.sec.gov.

The debtors prepared the Financial Projections based upon, among other things, the anticipated fotwre financial
condition and results of operations of the Reorganized Debtors (as defined in the Plan and CCAA Plan). The
debtors do not, as a malter of course, publish their business plavs, strategies, projections, or their anticipated
results of opefutions or financial condition. Aceordingly, the debtors and the Reorganized Debtors do not intend
to update or otherwise revise the Financial Projections, or to include such information in documents required to
be filed with the SEC or ctherwise make such information public 10 reflect events or circemstances existing or
arising after the date of the Disclosure Statement or to reflect the occurrence of unanticipated events, even in Lhe
event that eny or all of the underlying assumptions are shown to be in error,

THE FINANCIAL PROJECTIONS WERE NOT PREPARED TO COMPLY WITH THE GUIDELINES FOR
PROSPECTIVE FINANCIAL STATEMENTS PUBLISHED BY THE FINANCIAL ACCOUNTING
STANDARDS BOARD. THE DEBTORS' INDEFENDENT ACCOUNTANTS HAVE NEITHER EXAMINED
NOR COMPILED THE ACCOMPANYING FINANCIAL PROJECTIONS AND ACCORDINGLY DO NOT
EXFRESS AN OPINION OR ANY OTHER FORM OF ASSURANCE WITH RESPECT TO THE FINANCIAL
PROJECTIONS, ASSUME NO RESPONSIBILITY FOR THE FINANCIAL PROJECTIONS AND DISCLAIM
ANY ASSOCIATION WITH THE FINANCIAL PROJECTIONS, EXCEPT FOR PURPOSES OF THE
DISCLOSURE STATEMENT, THE DEBTORS DO NOT PUBLISH FINANCIAL PROJECTIONS OF THEIR
ANTICIPATED FINANCIAL POSITION OR RESULTS OF OPERATIONS. EXCEPT AS MAY
OTHERWISE BE PROVIDED IN THE PLAN OR THE DISCLOSURE STATEMENT, THE DEBTORS DO
NOT INTEND TO UPDATE OR OTHER WISE REVISE THESE FINANCIAL PRCGIECTIONS TO REFLECT
LEVENTS OR CIRCUMSTANCES EXISTING OR ARISING AFTER THE DATE OF THE DISCLOSUERE
STATEMENT OR TO REFLECT THE OCCURRENCE OF UNANTICIPATED EVENTS.

THE FINANCIAL PROJECTIONS, WHILE PRESENTED WITH NUMERICAL SPECIFICITY, ARE
NECESSARILY BASED ON A VARIETY OF ESTIMATES AND ASSUMPTIONS THAT, THOUGH
CONSIDERED REASONABLE BY THE DEBTORS, MAY NOT BE REALIZED, AND ARE INHERENTLY
SUBIECT TO SIGNIFICANT BUSINESS, ECONOMIC, COMPETITIVE, INDUSTRY, REGULATORY,
MARKET AND FINANCIAL UNCERTAINTIES AND CONTINGENCIES, MANY OF WHICH WILL BE
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BEYOND THE REORGANIZED DERTGRS® CONTROL. THE DEBTORS

REPRESENTATIONS CAN BE OR ARE MADE AS TO THE ACCURACY (E)p;‘u.'II‘II?g P;Igﬁ?gc;ig
PROJECTIONS OR TO THE REORGANIZED DEBTORS' ABILITY TO ACHIEVE THE PROJECTED
RESULTS, SOME ASSUMPTIONS INEVITABLY WILL BE INCORRECT., MOREOVER, EVENTS AND
CIRCUMSTANCES OCCURRING SUBSEQUENT TO THE DATE ON WHICH TI-iE FINANCIAL
PROJECTIONS WERE PREPARED MAY BE DIFFERENT FROM THOSE ASSUMED, OR
ALTERNATIVELY, MAY HAVE BEEN UNANTICIPATED, AND THUS MAY AFFECT F'INANCIAL'
RESULTS IN A MATERIAL AND POSSIBLY ADVERSE MANNER. THE FINANCIAL PROJECTIONS,
THEREFORE, MAY NOT BE RELIED UPON AS A GUARANTEE OR OTHER ASSURANCE OF THE
ACTUAL RESULTS THAT WILL OCCUR. SEE ARTICLE [¥] OF THE PLAN “CERTAIN RISK FACTORS
T() BE CONSIDERED” AND THE SECTION “RISK FACTORS" OF THIS CIRCULAR.

IN DECIDING WHETHER TO VOTE TO ACCEPT OR REJECT THE PLAN AND THE CCAA PLAN,
HOLDERS OF CLAIMS MUST MAKE THEIR OWN DETERMINATIONS AS TO THE
REASONABLENESS OF SUCH ASSUMPTIONS AND THE RELIABILITY OF THE FINANCIAL
PROJIECTIONS AND SHOULD CONSULT WITH THEIR OWXN ADVISORS.

Tinagcial Projections

The Company’ prepared the Reorganized ABH Pro Forma Balance Sheet, Reorganized ABH Projected
Balance Sheet, Reorganized ABH Projected Income Statement, Reorpanized ARH Projected Cash Flow
Statement and ACY, Donohue (for the purposes of this Exhibit, “D-Corp™), Bowater (for the purposes of this
Exhibit, “BI"), Bowater Newsprint South Operations LLC (for the purposes of this Exhibit, “BNS™) and BCFPI
Projected Financials (collectively, the “Financial Projections™) for the years 2010 throogh 2014 (the
“Projection Period”). The Financial Projections are based on a number of assumptions made by management
with respect to the future performance of the Company’s operations. Although management has prepared the
Financial Projections in good faith and believes the assumptions to be reasonable, it is important to note that the
Company can provide nu assurance that such Financinl Projections and asswmptions will be realized. As
described in detail in the Disclosure Statement, a variety of risk factors could affect the Company’s actual
fimancial results and must be coosidered, The Financial Projections should be reviewed in conjunction with o
review of these assumptions, including the accompanying qualifications and footnotes. The Company did not
preparc the Financial Projections with 2 view toward compliance with published guidelines of the Sccurities and
Exchange Commission or guidelines established by the FASB, particularly for reorganization accounling.

All dollar amounts in the Financial Prajections are 1.8, dollars unless otherwise indicated and any reference
to “GAAP" refers 1o the generally accepted accounting principles in the United States of America,

1. Accounting Policies

a, The Financial Projections have been prepared vsing accounting policies that are materially consistent with
those applicd in the Debtors’ historical financial statements (GAAP consclidated basis). The Financial
Projections do not reflect the formal implementation of recrganization accounting pursuant te Financiat
Acconnting Standards Board (“FASB”) Accounting Standards Codification ("ASC") 852 Recrpanizations
("FASB ASC 852"). In addition, for comparztive presentation purposes, the operations and cash flows foc 2010
combine the predecessor company (Junuary 1, 2010 through the Effective Date / Implementation Date) and
successor company (assumed Effeciive Date / Tmplementation Date through December 31, 2010) to allow for a
full year presentation.

! Capitalized terms used and not defined hercin shall have the meanings ascribed to them in the Pisclosure
Stitement or the Plan, as applicable.
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2. General Assumptions

u. Methodolopy - The consolidated Financial Projections have heen prepared by management and are baged
upon the Company's detailed operating forecast for 2010 — 2014, The Financial Projections refleet various
:st.raicgic reviews and testrucluring nitiatives, incloding mill idling decisions, overhead rationalization and other
initiatives implemented prior to the Effective Date / Implementation Date {as defined {n the CCAA Plan}.

b.  Plan Consummation - The Financia] Projections assume the Effective Date / Implementation Date will oecur
on October 1, 2010.

¢. Macroeconomic and Indusiry Environment — The Financial Projections are based vpon management’s view
of supply and demand dynamics in both North American and international markets ag well ag corresponding
assumptions regarding pricing, operating rates and changes in the cost of material inputs for the key pulp and
paper grades which the Company produces. Management's views are in part based upon the forecasts of RIS, a
leading information provider for the global forest products industry and Wall Street equity rescarch as
appropriate.

d, Excbange Rate — The CAD / USD exchange rale is assumed to be $.99 for the batance of 2010, fallirg to
$.98in 2011, $.96 in 2012, $.93 in 2013 and $.91 in 2014. As of July 8, 2010, the CAD / USD exchange ratc was
$.96. For ench $.01 chunge in the CAD / USD cxchange rate, the Company's projected ERITDA changes by
approximately $15-520 million.

3. Projected September 30, 2010 Balance Sheet and Reorganized ABH Pro Forma Balance Sheet

The Projected September 30, 2010 Balance Sheet was developed usi ng the Company's actual December 31,
2002 andited balance sheet adjusted to reflect management's projected operating results from Decernber 31, 2009
through September 30, 2010. On the Effective Date / Implementation Date, actual resnlis may differ due to a
varicty of risk-factors as discussed in Anticle VIII of the Disclosure Statement, Pro fomma adjustments consistent
with consummation of the Plan and the CCAA Plan were then layered in to construct the Reorganized ABH Pro
Forma Balance Sheet as of September 30, 2010. The Reorganized ABH Pro Forma Balance Sheet does not
reflect, among other things, the formal implementation of reorganization accounting pursuant 16 FASE ASC B52.
The estimated pro forma adjustments regarding the reorganized equity value of the Company, its assets, or its
liahilities pursuant 0 FASB ASC 852 will be based upon the fair value of the assets and Liabilities as of the
Effective Date / Implementatiop Date.

As described more fully below, the Reorganized ABH Balance Sheet reflects Reorganized ABH's pro forma
capital structure resulting from consupmunation of the Plan and CCAA Plan, Sperifically, and consistent with the
Company’s emergence funding requircments, the Reorganized ABH Balance Sheet assumes the Company will
have pro forma funded indebtedness of approximately $1.5 billion consisting of (s) a Term Loan Exit Financing
Facility of approximately $700 million as deseribed more fully in Article VLE of the Disclosure Statement,
(b) $500 million of Rights Offering, Notes issucd pursuant to the Rights Offering, as described more fully in
Article LF and VLE of the Disclosure Statement, and (¢) other indebtedness of approximately $250 million
relating primarily lo existing indebledness at certain of the Company’s subsidiaries. In addition, the Company
plans to have undrawn availability under sn ABL Exit Financing Facility of approximately $500-$600 million as
of the Effective Date / Tmplementation Date. The Company’s pro forma capital strcture may change depending
upon market conditions with respect to the Company’s capital raisc efforts, operating performance and other
sources of cash that may be available to the Company.
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Reorgunized ABH - Pro Forma Balance Sheet

In USS million unless otherwise noted

ASSETS

Current Assels:

Cash and cash equivalents ,.......... e
Accounts réceivable . ... ...y uae. ..
Inventorics, net

Fixed assets, et ... vvvevenennnn,, -
Goodwill ....vooiiiiniininninn,
Intangible assets, met .. ......... ..l
Other non-current assels
Pension assets

..............

......................

Total 88SetS ..uuuvrvirninvnnnennnns

LIABILITYIES
Current liabilities not subject to
compromise:
Accounts payable and accrued
liabifities ...,. Pretarararenrrerens
Short-term bark debt .............,...
Debtor-in-possession financing .........
Liabilitics associated with assets held
forsale ,..... e e,
Administrative Claims . ...............

Total current lizbilities not subject to

compromise
Debi not subject to compromise
Pension and OPEB . ......cvvvun0a, ‘e
Other long-term liabilities .............

.....................

Exit Financing Facilities

Liabilitics Subject to Compromise (E)
AJP Trade subject to compromise .......
Rejected Exee Contracts subject to

s+
Pension and OPER subject to

COMPIOMISE &\ . vvvvvusvrnnonenssas
Emplayee Claims and other LSTC
3rd party debt subject to compromise ... .

Total LSTC .............. fereninies

‘Tatal Habilities ... ..................
Shareholders” equity / (deficit) . .......
Non-conwolling interests ..............

‘Total liabilities and shareholders’
BUELY o v e

Projected Exit Cash Non- i
Sep::f::!;r:- 30, l"lnn;‘cing Settlﬁ;nenl Semcxcnn:il‘l fﬁf}%ﬁﬂﬂ sz;rtz:lﬁﬁn,

2010 (A} ) {C) (D} 2010
§ 707 $(419) $0138) — — $ 150
879 - — — —_ 879
588 —_ — — — 588
121 — — — — 121
$229 $ (419) $(138) — — $1,738
5 3,763 — — — H(L11Y) $2.644
53 - — — (53) —

311 — e — (311) —
353 70 — — 47 376
149 — — — — 149
56925 §(349) $(138) —  B{1,530)  §4,907
$ 297 - — -  §aw
496 496) — - — -
206 Q2060 — — — -

35 — - — — 15

138 — (138) - - -
$LI173  $(702) $(138) — — $ 332
1,679 831 - — — 241
_ — — 391 — 391
35 — — — — 55

—_ 1.191 — —_— — 1,191
251 — - {251) — —
646 —_ — (646) — —
351 —_— — (391) — -
653 — — (663) — -
5,685 — —  $(5.685) — -
$ 7,636 — - $(7,636) — -
$9942  $(349) $(138)  (7,245) — $2,210
$(3,133) — —  $7245  $(1,684)  $2,428
$ 116 _ _ — § 154 3 269
$6925  $(49) $(138) —  $(1,530) 44,907
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Notes to Reorganized ABH Pro Forma Balance Sheet

A Represents proceeds of the exit finuncing raised in connection with the Company’s emergence from the
Chapter 11 Cases and CCAA Proceedings and the associated re

: payment of secured debt claims, including
the Bowater Secured Bank Claims, BCFPI Secured Bank Claims, DIP Facility Claims, ACCC Term Loan

Sccured Claims, Canadian Secnred Notes, Seeuritizatian Claims and Other Secured Claims. Estimated
wransaction costs for the exit financing have been capitalized in other non-current assets and are amortized

over the tenm of the financing. Any capitalized transaction costs associated with prepetition secured debt are
assurned to be written off.

B Cush payments required pursuant to the Plan and the CCAA Plan, including payment of Administrative
Claims which include professional fees and claims pursuant to section 303¢b)(9) of the Bankruptey Code.

C  Reflects the cancellation or refnstatement of remaining liabilities subject to compromise pursuant 1o the Plan
and the CCAA Plan,

D Represents illustrative adjustnents to book value to reflect the pro forma Bquity Value of the Company. The
book value adjustments in connection with this Reorganized ABH Pro Forma Balance Sheet do not reflect
the formal implementation of reorganization acconnting pursuant to FASB ASC 852, The final adjustrncnts
will be based upon the fair value of the assets and Habilities s of the Eifective Date / Implementation Date
and could impact different balance sheet accounts or be materially different than the values assomed in the
foregoing estimates,

E  Claims levels are as reflected in the Plan and CCAA Plan, as applicable.

4. Reorganized ABH Projected Income Statement

i 3 Months Ended
,’ Reorganized AR - Projected Income Statement December 31, Projected Year Ending December 31
H . 20108
b In USE million unless otherwise noted 20108 Full-Year 2011E 2012 2013E 204E
SIS ... e $1,222  $4,663 $5341 55480 $5416 §5474
Cost of sales, excluding depreciation, ... ......
amortization and cost of imber harvested . ., . .. (918) (3.651) (3.793) (3,841} (3.828) (3,826)
7 Depreciation, amortization, and cost of .
timber harvested ...\ .y, (66) (465)  (272) (219} (285) (292)
i Distribution costS ... vvvvvsvviiieeiiasann, (140) (544)  (563) (568) (570) (572)
.;f; Selling and administrative expenses .......... (41) (168) (146) {139y (135) (132
i Net gain on disposition of assets ,............ — 55 — — — —
1 Operating income / (loss) ............. $ 58 % (110)% 568 S 653 % 597 § 653
i INErest GXPENSE o\ v veurnnereernrrersrnns 42) (381)  (166) (IGG) (166)  (162)
2 Interest NCOIE . .uvieiiiiiiii 1 6 9 17 26 ¥
£ Partnership earnings (equity investments) . .. ... {0) {2) 7 8 i0 10
f Income before reorganization items,
& income taxes and noncontrolling
b Interests . ...,y $ 17  $ (488) 5 418 § 511 § 467 $ 538
Reorganization items, net .................. {4) (141) e — — —
Income before income taxes and : "
noncontrolling nterests ............. ..., $.13 $ (620 3 418 % -511 § 467 & 538
A Income tax benefit / {expense) .............. (31) 199 (8% 21} (51} (62}
T Net 1oss / (income) attributable to
5 noncontrolling inerests ................., {2) . 3 (34) (33) (32) 31
Net (1058) income ....ovvveernnnen.n... $ (200 % (427 % 295§ 387 § 384 % 445
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papers F“Commm—cial Printing Papers”, or “CPP"}, market pulp, newsprint and wood products. The Financial
Projections assume CPP demaend is projected to inerease aver the next several years from its current low base,
driving ;.)rice increases from a cyclical trough in 2009, Pulp markets are assumed to remain volatile, with pricing
rebounding to peak levels in 2012, then declining thereafter with global economic activity. Domestic newsprint
Eicmand is forecast to continue iis seeular decline over the projected period, partially mitigated by projected
increases in export market demand. Newsprim prices are projected to improve from trough levels in 2009 and
level off by 2012, Forccasted improvements in lumber demand assume a material recovery from trough levels in
2009 to peak levels in 2012 driven by a recavery in long-term U.S. housing staris.

a, Sules - Conselidated sales include safes from the Deblors’ primary operating segments: coated and specialty

k. Cost cff Sules — Cost of Sajes, including distribution costs, is projecied to be approximately 89% of sales in
2010 and improve to approximately 80% of sales by 2014, driven primarily by the forecasted improvement in
market demard and pricing as well as savings from negotiated labor cost reductions.

¢. Selling, General, & Administrative Expenses — Selling, General & Administrative (“SGE&A™) expenscs are
projected to decling to $132 million, or 2.4% of saes in 2014 from $168 million, or 3.5% of sales in 2009.
SG&A has declined substantially since the Merger in 2007 ($332 mallion in 2008 and $198 million in 2009), and
further SG&A reductions will result from anticipated reductions in headcount and a simplification of the
Company’s organizational structure, amongst other efficiency gains,

d. Net income (loss) — The net income (loss) is expected to improve from a loss in 2010 to positive net income
beginning in 2011, Improvements will be driven by the capital restructuring, which will result in lower interest
cxpense, as well as cost reductions and improving market demand and pricing. These improvements will be
pariialty offset by increased commodity inflation and expenses.

e. Reorganization Items — The 2010 Reorganization Items consist of actual and estimated postpetition fees for
professional advisors, bank fees directly attributable to the baskruptey filing and related capital restructuring.
This amount cxcludes any gains or Josses associated with the extinguishment of debt and revaluation of assets
and liabilitics under fresh-start reporting.

£ Interest Expensc -For 4Q1C through 2014, interest expense projections are based on the Company’s
estimated post-emergence capital structuse assumed to be effective on October 1, 2010. Interest expense in 2010
prior to the Bffective Date / Implementation Date is based on interest as disclosed in the Company’s financial
statements for the first fiscal quarter of 2010 znd as estimated for the Predecessor Company debt in accordance
with GAAP for the period from April 1 through the Effective Date.

g. Income Taxes - Iucome tax benefit / (expense) was calculated based on the projected applicable statwlory tax
rates in the countries in which the Company operates. For U.S. operations, the federal tax rate was assumed 10 be
359, State taxes were deemed to not be material over the Projection Period. For Canadien operations, the federal
tax vale was assumed 1o be 30% in 2010, stepping down to 28% in 2011 and 26% in each subsequent year of the
Frojection Period.

U.5. taxable income in cach projected year is adjusted downwards for the use of available post-emergence
tax attributes preserved by the Company's tax planning efforts. Post-emergence U.S. tax attributes such as net
aperating losses (“NOLs"), capital losses, tax credits, stock investments in subsidiaries and fixed assets take into
account required attribute reduction due to discharge of indebtedness as a result of the chapter 11 restructuring
proceedings. Projected taxable income after aecouning for available tax shields is estimated to be approximately
$50-90 million per year over the projected pesiod.

Canadian Taxable income in each projected year is projected to be zero after accounting for usage of
available post-emergence tax aitributes. Post-cmergence Canadian Tax attributes take into account required

attribute reduction dse to discharge of indebtedness under the CCAA Plan, Post-emergence aiributes arc
primarily comprised of undepreciated capital cost ("UCC"), and to a lesser extent, NOLs and Scientific Research

and Experimental Development expenses.

All tax~related projections conform 1o the cash flows used by Blackstone in its Enterprise Vahiation of the
Company based upon consideration of tax attributc estimates provided by the Debiors and their tax advisers.
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5. Reorganized ABH Projected Ralnnce Sheets

Rcﬂrganifef' ABR - Projected Balance Sheet § ::;‘;tf:gg,";o, Projected Yoar Ending Decembor 31,
I USS million unlcss otherwise noted 2010 20108 20118 20128  20i3E 204
ASSETS
Current Assets;
Cashand cashequivalents ......... ... ... ... $ 150 $ 300 % 818 351070 31,578 $2,104
Aceountsrecelvable ..., ... ... 879 872 980 1,014 989 1017
Inventordes, net ..., .ot 588 608 621 620 618 617
Othercurrent asses ... ....ov. oo, oo, 121 115 i15 115 115 115
Totwl currentassets ...........ooei ..., $1,738  "$1,895 $2,335 $2,820 $3,300 $3,854
Fixed agsets,net . ..., $2,644 $2.582 $2,420 %2266 $2.006 $1,920
Uncorsolidated Investments ., ... .............. a6 65 65 66 70 75
Other NON-COITCRL A5SEMS o\ oo vsvnrnnns s, 311 306 269 260 250 244
Pensionassets ..................... Vereenas 149 159 221 297 377 453
Totalassets ............oiiivirinrnrinns. $4,907 $5.008 35316 $5709 $6,094 56,545
LIABILITIES
Current Jiabilities not subjeet to compromise:
Accounts payeble and other accrued liabilities . . . § 297 B 422 % 428 % 431 $ 431 $ 434
Linbitities associated with assets held for sale .. ... 35 35 35 35 35 35
"Total carrent liabilities not subject to

compromise ......,........ N $.332  § 456 5 463 § 466 § 466 $ 469
Dbt . e e 241 241 241 241 241 241
Pensionand OPEB .........covvvernvnnvnnnnn o 391 351 391 30 K|
Other long-term liabilities .............. . 55 55 55 55 . 55 35
Exit Financing Facilities ............oovvun.... 1191 L1981 L191  Lie1 1,191 1,191
Total ligbilies . .. ....ovvirervernn e, $2,210 $2,334 $2,341 $2,344 $2,344 $2,347
Shareholders’ equity / (deficit) ............... $2,428 $2,408 $2,703 $3,090 $3473 53,919
Non-controlling interests ..................... $ 260 5266 § 272 5 275 § 277 5 280
"Total lubilities and shareholders® equity . ... .. . $4.907  $5008 $5316 $5709 $6,094 $6,545
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6. Reorganized ABH Statement of Cash Flow

‘The Reorganized ABH Statement of Cash Flow sets fort

N h the Company’s forecasted chianges in cash, after
giving effect to the proposed reorganization,

Reorganized ABH — Projected Cesh Flow Statement Sll‘;de:g%:gﬁrﬁ:d Projected Year Ending December 31
In LSS million unless otherwise nored 20106 2011IE  2012E 2013 .wldE.
OPERATING ACTIVITIES
Netincome F{1os5) vuvnevirenivannnnncnennnnnnn. .. $(20) $§295 § 387 5 384 § 445
Adjustments 1o reconcile 10 pet cash provided by/
(uscd in) operating activities: ... ................
Depreciation, amortization, and cost of Hmber
harvested . .oov e a6 272 279 285 292
Deferred income taxes ..o onn ..., 6 — — — —
Net income / (foss) attributable to noncontrolling
SIERIESES Ly e e e 2 4 33 32 31
Net pension contrbutions . .. ...ooovinninn.n... 8 (49) (52) (62) {58}
Net OPEB contrtbitions .., vvuverene e errnnnnnens (18} (19) (18). (18) {17
Equity investments netincome ............0000u.. 0 [€))] {8 (10) (10
Amortization of finanelng ¢osts ..., ... iinniyal, 4 18 it 18 13
Changes in working capital: ...................... .
Accounts receivable ..., .. e i [{] {108) (343 25 25
Inventories ... e (19) (13) 1 2 1
Accountspayable oo i i 124 7 3 ()] 3
‘Net cash provided by / (used in) operating activities .. .. §160 $429 % 608 § 656 § a7l
INVESTING ACTIVITIES
Cash invested infixedassets ..................... (24) (110) 125y (16 (i1%)
Dispositions of asse1s ...... ..ot 20 — — —_— —
Other investing activities, net . .................... _ﬁ) 27 08} 2 (3]
Net cask provided by / (used in) investing activities ..., . 5 {5 $(83) §(126) $ (11N $ (11N
FINANCING ACTIVITIES
Cash distributions attributable to non-conlralling
L T _ 3 (28) (G0 (30) (28)
Net eash provided by / (nsed in) financing activities ... .. 5B F8 8 GO S @) 5 (28

Net increase / {(decrease) in cash and eash equivalents ., . $150 $318 § 452 % 508 % 526

Cash and cash equivalents:

Beginning of period ... i i e $150 5300 5 618 51070 81,578
ERd o PEFIOR - oveeeeeeeee e srenerraness $300 $ 618 $1,070 $1,578 $2,104

a. Pension and Other Postrelirement Benefit (“OPEB™) Contributions

i. Pension

The Company has multiple contributory and non-contributory defined benefit pension plans cavering
substantially il of its employees, On an accounting basis, as of December 31, 2009 the qualified defined benefit
retirement plans maintained by the Company had a funded status of approximately 93% (90% on a Pension
Protection Act, or “PPA”, basis) and were under-funded by approximately $424 million, This incindes a deficit
under Canadian defined benefit plans of approximately Cdn$ 1.4 billion as calculated on a solvency basis. The
Plan and CCAA Plan confirmed by the Bankruptey Court and Canadian Court, respectively, provide for the
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assuzpptism of t.hc qualified defincd benefit refirement plans, The Financial Projections assume significant cash
conr.fubutmns will be made to these plans over the next several years following emergence from bankruptey under
applicable U.5. and Canadian laws. The Financial Projections also assume approval of special funding relief

The projected contributions stated hereafier were provided by the Company’s pension advisors and conform
to the cash flows used by Blackstane in jts Enterprise Valualion of the Corapany, These contributions for Uniteq
States qualified plans are estimated to be approximately $16-27 million per year from 2010-2014 reflecting
payments for both current and past serviee. Projected contributions also appear net of associated tax savings,

In connection with the CCAA Froceedings, the Canadian Court approved certain restrictions on the required
cash contributions for the Canadian pension plans such that only current service costs were funded. In the
Financial Projections, suspended contributions for past scrvice costs have becn resumed at estimated levels
currently being negotiated with the relevant government authorities. Projected contributions for Canadian
qualified plans are estimated to be approximately $35-44 million per yeur reflecting payments for both current
and past service, net of associated tax savings,

The actual required amounts and timing of &fl such future cash contrbutions will be highly sensitive to
changes in the applicable discount rates and retarns on pension plan assets, and could also be impacted by fature
changes in the laws and regulations applicable to pension pler funding as well as the vltimate conclusion of the
special funding relief regulation with the relevant Canadian Provincial government authoritics.

ii. .OPEB

The Company also sponsors a number of OPEB plans for retirees.

Projected contributions for U.S. OPEB plans are estimated to be %7-8 million per year from 20102014 for
both current and past service. These contribution levels assume an annual bealth care cost increase of 7.2% and a
rale of compensation increase of 2.9%, :

Projected contributions for Canadian OPEB plans are estimated 1o be approximately $8-9 million per year
from 2010-2014 for both curzent and past service. These contribution levels assnme a health care cost trend rate
of 6.5% and a rate of compensation increase of 2.9%,

The aciual required amounts and timing of all snch futare cash contributions will be highly sensitive to
changes in the applicable discount rates and rates of compensation increase, among other factors.

b, Working Capital

L. Accounts reccivable days sales outstanding (“DSOs”) vary based upon product line and destination,
averaging approximately 55-60 DSOs. Domestic newsprint, which is approximately 45% of tolal sales have
D80s range from 33-37 days, while export sales are fonger at 120-130 days. Specialty and Pulp DSOs range
from 40-57 days while Lumber hus the shortest sales cyele at 12-15 days. Chanpes in trade accounts receivable at
emergence reflect the assumption that ACI's accounts receivable securitization program is terminated at

emergence and reccivables are no longer sold through the securitization program.

iI. Accounts Payable: The current implied number of days for which trade accovmts payable are
outstanding is approximately 13 days. This is expected 1o rise gradually to approximately 30 days in the months
after emergence from Chapter 11 / CCAA, as the Debiors begin 1o receive ormalized trade terms.
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¢ Capital Expenditures

Capital expenditures are projected to range from $110 to $125 million per year, The projected capital plan ig
based on the Company’s expectation for average capital requirements through the cycle. Capitat expenditures for
alt periods include spending to maintain cquipment, increase operating efficiency and comply with
environmental laws. No spending has been budgeted for capacity increases or opportunistic investments that

could be made in response to a change in market dynamics.

7. ACILand D-Corp Summary EBITDA and Unlevered Free Cash Flow

ACI - EBITDA and Unievered Free Cosh Flow
(% in ancllions)

Revenue
EBITDA it i
K
Capital Expenditures oo vovvuu .. Ferrreaarieraaas
Pension / OPEB Contributions ....................
Change in Working Capital .., ................00..
Cash Dividends to Non-Controlling Interests , . ... Vens
Interest Income .. ... o.oineeiiin i iiiirar i,
L

D-Corp - ERITDA a;ld Unlevered Free Cosh Flow

{§ in millions)

REVENIE |10t vrgiativronariaiorsntnernnsnnereneennas

EBITDA ..t iiii it in e innneeees e

GoMargin v oviv i i e s e
Capital Bxpenditures .........ociviiiiiiiniiin,
Pension / OPEB Contributions ........ocivinenvans
Change in Working Capital ............oceuiiannn
Cash Dividends to Non-Controlling Interests .........
Interest InCome o v oveinn e rivenrncrnnrnceannneann
B v T A
OHBEr HBImS e ie i iisaras st aierarsnanes

Unlevered Free Cash Flow .....vviivrinnrnnanrrenes
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3 Mos. Ended: Projected Year Ending December 31,
Dec. 31,2010  201IE  20i2E 2013 014§
$ 527 52,353 $2,369 $2419 $2415
$ 44 % 353 % 355 % 424 § 436
8.4% 150% 150% 17.5% 181%
(i2) (52) 59 (56) (58)
(6) (32) GH @ 6y
219 (58) oY) (1} (6}
0 0 0 @ 4
[} 2 5 11 17
0 0 0 0 1}
@ 27 (1 (1 [6)]
3(194) $ 23 § 265 % 335 § 347
3 Mus, Eoded: i’rujmed Year Ending December 31,
Dec, 31,2010 2011E 20128 20138 M
$ 64 $200 $290 $287 §286
§ 0 $8 $7 $7 $ 8
14.1% 28.3% 254% 266% 28.3%
I &) &) ©) N
4] 1% (19} (26) (1)
267 e {2) , 9 (2)
&) 23 @ a9 an
i 7 7 8 9
0 0 ¢ 0 0
{0 0 0 ___“9 _____‘g
$277 $ 21 S M w $ 43
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8. BI, BNS and BCEPI Summary EBITDA and Unlevered Free Cash Flow

BI -« EBITDA and Unleverce Froe Cash F tow 3 Mos. Ended: Projected Year Ending December 31,

(3 in pmitlions) Do 3L,2010  2011E 20128 2009E . 2014E
Fevenue ....... e e e e iaea $346 51,491 $1,514 $1,473 $1,4935
EBITD.J.X ......................................... $ 5 $ 200 5 287 % 233 $ 245
kil Margt.:z ......................................... 14.8% 18.4% 190% 158% j6.4%
Capital Expenditures ............................ (3} {29 G (26) (28)
Pension / OPEB Contributions .................... (9] [€)] (2) 0 N
Change in Working Capital ..., ................. 56 Gn 12) 14 N
Cash Dividends to Non-Conzrolling Intercsts .. ... .. .. [t} (5 () (8) {7}
Interest INGOME ... ouvuesiieins i 0 4 7 11 14
Taxes oo e 1 (€2} {66y (42) (49
OtherItemms . ..ooovinini i {2) (1) n (1) (1)
Unlevered Free Cash Flow . ... ................... .. $ 71 $ 153 § 173 S 182 % 166
BNS - EBITDA and Unlevered Free Cash Flow 3 Mos. Endeg; T rojected Year Ending December 31,
{8 in millions} Dec, 31,2010 201k 2012E 20I3E 204E
Revenee . ,..., T S $114 $ 456 $ 487 3 446 § 465
EBITDA .o e § 12 $ & % 98 % 51 3 62
% Margin ... e e e 10.4% 15.0% 201% 11L5% 13.2%
Capital Expenditures . ..., vunnnennnnn. ... 3 (14 (16) (12) (B)
Pension / OPEB Contributions .................... W) 3) {3 3 3
Change in Working Capital ....................... 15 (2 &) 9 {5}
Cash Dividends to Non-Controlling Interests .. ....... ] o 0 0 0
Interest Ingome ... i 0 1 1 2 3
TaRES i erbeerraes (9 (18) (26} (9 an
Other ltems ........ J : ] 1] 4] 0 0
Unlevered Free Cash ¥low ..............0o0iinns.. e $ 15 $ 33§ 47 $ 37§ 36
BCIFP[— EBITDA and Unlevered Free Cash Flow 3 Mos. Ended: Projected Year Endjnj D ler 31,
(3 i miillions) Dec, 31, 2010 20118 2012E 20138 2014E
Revenue .................. e . §174 $ 751 5 80 3 791 $ 813
EBITDA .. i e e $ 15 $ 73 % 145 % 123 % 147
orMargin .o, P ee e r et 83% R.7% 17.0% 15.6% 18.0%
Capital Expenditures .. ...ovrrernerrnverner.nan. &)} (4] (i13) {15) (15)
Pension / OPEB Contributions ...........0u.... . @ (i  a» @ (3
Change in Working Capital .. .......ccovvvvenn,.,, 6)] ¢ & h] (&)
Cash Dividends to Non-Controliing Interests ... ..., , 0 0 0 0 0
Interest INCOME oo .vttviisar et eernrennnensnnns ¢] 1 1 2 3
TS e e e 0 0 0 0 0
Other BmMS .t ni i iee e e e e vae e 43] 0 0 0 0
Unlevered Free Cash Flow ... ... ... 0 0iennn.. S 4 $ 53 $ 113 % 103 § 117
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Section 6.7(d) of the Plan provides that the Debtors shall file Plan
Supplement 5B with the Bankruptey Court on or before the Supplement Filing Date
setting forth the names, affiliations and offices of, and the compensation proposed to be
paid to, the individuals intended to serve ag direclors and officers of each Reorganized
Debtor on and afier the Effective Date, On and afler the Effective Date, each
Reorganized Dehtor shall be governed in accordance with the Amended Certificates of
Incorporation and Bylaws or similar formation document,

8. Management and Directar Compensation 2nd Incentive Plans
and Programs

Section 6.8 uf the Plan provides that on or as s00n as practicable after the
Effective Date, Reorganized ABH shall adopt and implement (as applicable) the
management incentive plans substantially in the form set forth in Plan Supplement 6A to
be filed on or before the Supplement Filing Date and described in the Plan, and the
management and dircctor plans, programs and agreements set forth in Plan Supplement
6B, to be filed on or before the Supplement Filing Date, shali be terminated, and to the
extent applicable, deemed rejected pursuant to Section 365 of the Bankruptey Code.

(8)  Long-Term Equity Incentive Plan

On or as soon as practicable after the Effective Date, the Reorganized
Debtors will adopt and implement the 2010 Long-Term Equity Incentive Plan (the
“LTIP"). The Debtors and Reorganized Debtors shall reserve 8.5% on a fully diluted
basis of the New ABH Common Stock for issuance under the LTIP, Up to 4% of'the
New ABH Common Steck may be granted on the Effective Date of which 75% will be
granted as options the strike price of which will be the fair market value of the New ABH
Commen Stock, and 25% will be granted as restricted stock units, For purposes of
scetion 6.8(a} of the Plan, the fair market value of the New ABH Cammon Stock mesns
the average of the closing trading price of the New ABH Common Stock during the thirty
(30) day period commencing with the first day on which the New ABH Common Stock is
listed on the New York Stock Exchange. Pursuant to the LTIP, the Reorganized Debtors
shall deliver certain stock options and restricted stock unit grants fo certain directors,
members of management and other executive employces on and afier the Effective Date,
in such amounts and pursuant to such terms as set forth in the LTIP. The form and
substance of the LTIP will be set forth in Plan Supplement 6A, to be filed on or before
the Supplement Filing Date, and shall be reasonably acceptable to the Creditors
Commiitee,

(b Short-Term Incentive Plans

On or as soon as practicable afier the Effective Date, the Reorganized
Debtors will adopt and implement the 2010 Short-Term Incentive Plan (the 2010 STIP™)
and the 2011 Short-Term Incentive Plan (the “2011 STIP™ and together with the 2010
STIP, the "STIPs”) pursuant to which participants shall be eligible for a target incentive
award expressed as a percentage of the individual’s base salary as such salary shall be
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reduced prior to the Effective Date (the “Reduced Base Salary™). Approximately 550
management employees will be eligible for participation in the STIPs, including the
_Company’s top six senior executives. Senior executives will be eligible for a target
incentive award of 50% base salary under the 2010 STIP and 100% of base salary under
the 2011 STIP. The target incentive payments for remainin g participants under the STIPs
will be at a lower percentage level of payment. The STIPs shall be entirely performance-
based, and actual earned incentive awards wiil vary depending on the Company’s and
Reorganized Debtors® abitity (o achieve the established targets. Under the 2010 STIP,
the Company will base performance targets on the Company’s actual EBITDA (net of
any STIP payment) against its forecast for the third and fourth quarters of 2010, and
targets will be determined in consultation with the Creditors Committee. The Board will
determine the Company’s performance targets under the 2011 STIP. The material terms
of the STIPs will be set forth in Plan Supplement 6A, 10 be filed on or before the
Supplement Fiting Date, and shall be reasonably acceptable to the Creditors Commitee.

(c) Restructuring Recognition Award

On and effective as of the Effective Date, the Company will adopt and
implement a performance driven restructuring recognition plan designed to reward
actions and initiatives contributing to a successful and timely reorganization of the
Company, by providing selected members of management with one-time cash emergence
awards (a “Restructuring Recognition Award™) in an aggregate value of approximately
86 million. Approximately 50 executives, senior managers and managers, who are
critical to the Company’s performance and successful reorganization efforts, will be
selected to receive a Restructuring Recognition Award equal from 30% to 100% of the
recipient’s Reduced Base Sulary to be paid in cash at emergence upon approval by the
Board. Restructuring Recognition Award recipients will be required to repay 1/12th of
their award for each month during the one-year period following the Effective Date they
were not employed by Reorganized ABH ar a Reorganized Debtor, if they ¢ither
voluntarily resign their empleyment or are discharged by their employer for “cause.”

{d) Executive Severance Policies

On and after the Effective Date, Reorganized ABH will assume, as
amended, executive severance policies for U.8. and Canadian exeeutives, respoectively,
Severance benefits may be conditioned upon the executive’s compliance with certain
restrictive covenants, including non-compete restrictions, The material terms of the
execulive severance policies shall be set forth in Plan Supplement 6A to be filed on or
before the Supplement Filing Date, and shall be reasonably acceptable ta the Creditors
Committee.

9. Employee Compensation and Benefit Programs

Scction 6.9 of the Plan provides that as of the Effective Date, alf of the
Debtors’ existing pension plans, welfare benefit plans, severance policies and other
cmployse-related plans and pregrams, including the Debtors® existing U.S. qualified
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defined contribution plans and Canadian registered defined benefit and defined
contribution plans, set forth in Plan Supplement 7A, shall remain in effect, as amended,
and the plans and programs set forth in Plan Supplement 7B, including all of the Debtors?
existing non-qualified and non-registered plans (such terminated non-qualified and non-
registered plans and programs referred to herein as the “Terminated Retirement Plans”
and alf such terminated or rejected plans and programs collectively referred to herein as
the “Terminated Employee Plans™) shall be terminated and, to the exten! applicable,
deemed rejected pursuant to section 365 of the Bankruptey Code. After the Effective
Date, the Reorganized Debtors shail have the sole authority to terminate, amend or
implement U.S, qualified defined contribution plans and Canadian registered plans,
welfare benefit plans and other plans and programs for em ployees in accordance with the
terms of such plans and applicable law. The form and substance of the employee
compensation and benefit programs assumed by the Debtors set forth in Plan Supplement
7A shall be reasonably acceptable to the Creditors Committee.

Effective as of the Effective Date, the Debtors and Reorganized Debtors
shall establish non-qualified and non-registered plans, agrecments or arrangements {the
“New Plans™) pursuant to which, among other things, {a) al} employees and beneficiaries
in active status as of the Effective Date who were entitled to benefits under any
Terminated Retirement Plans as of the Effective Date (the “Eligible Employees™) will be
eligible to receive benefits under the New Plans substantially similar 1o those benefits
available to such employee under the Terminated Retirement Plans; to the extent thereof,
provided, however, that: (i) all defined benefits available under the New Plans wil| be
frozen as of the Effective Date; and (i) the Eligible Employee must waive and forfeit any
and all Claims the Bligible Employee has or may have in the CCAA Proceedings and the
Chapter 11 Cases in respect of the Terminated Retirement Plans; and (b) all retirees,
beneficiaries and deferred vested participants, as of the Effective Date, under the
Terminated Retirement Plans (the “Eligible Retirees™ will be eligible to receive benefits
after the Effective Date substantially similar to those benefits available to such Eligible
Retiree under the Terminated Retirement Plans (o the extent thereof, without retroactive
adjustments; provided, however, (i) that the benefits available to each such Eligible
Retiree under the New Plans shall be 10% to 35% lower, depending on the applicable
Terminated Retirement Plan, than the benefits available to the Eligible Retiree under the
Terminated Retirement Plans at the time of termination thereof, (ii) the benefits availuble
to each such Eligible Retires under the New Plans shall be subject to an annual per
participant cap on hencfits in the amounts ranging from $40,000 to $50,000 (in the
aggregate) in the case of defined benefit Terminated Retirement Plans and corresponding
caps in the case of defined contribution Terminated Retirement Plans, depending on the
applicable Terminated Ratirenient Plans, this anpual cap being further reduced by any
secured pension benefits received or to be received in respect of the Terminated
Retirement Plans; and (jii) that the Eligible Retiree must waive and forfeit any and all
claim such Eligible Retiree has or may have in the CCAA Proceedings and the Chapter
11 Cases in respect of the Terminated Retisement Plans. The material terms of the New
Plans shall be set forth in Plan Supplement 7A and shal] be reasonably acceptable to the
Creditors Commitiee.
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The Company sponsors a number of separate non-qualified and non-
registered plans. Section 6.9 of the Plan allows Eligible Employees and Eligible Retirces
1o cither (a) reinstate their benefirs under the New Plans as modified and waive any
Ciaim on account of the Terminated Retirement Plans (such Claim, a “SERP Claim™), or
(b) retain any SERP Claim and to the extent such SERP Claim is Allowed, receive any
distribution to which it is entitled under the Plan, Eligible Employees who retain their
SERP Claims may be eligible for benefits under the New Plans, but withont receiving

any credit under the New Plans for any benefits accrued under the Terminated Retirement
Plans.

The Debtors belicve that providing Eligible Employees and Eligible
Retirces with the option to reinstate benefits under the New Plans in exchange for a
waiver of their SERP Claims is in the best interests of their respective estates. Reinstating
benefits allows the Reorganized Debtors to make payments over time as they come due
pest-emergence and reduces cash paymenis at emergence 1o the extent any SERP Claims
are waived but would otherwise have been entitled to admi nistrative or priority treatment.
The Debtors estimate that approximately at least $100 million of SERP Claims (U.S.
Dollar Equivalent) may exist against the Debtors, of which approximately $70 million are
attributable to Eligible Retirees and approximately $30 million are atiributable to Eligible
Employees, The Plan provides that unsecured recoveries for Claims against individual
Debtors linble under the Terminated Retirement Plans range from approximately 3% to
48%. However, recoveries on SERP Claims may be higher dspending on the’applicable
Terminated Retirement Plan under which the SERP Claims arise and the number of
Debtors liable for such claims. In addition, the Debtors estimate that approximately $5
million may be entitled to administrative or priority treatment under sections 503 or 507
of the Bankruptcy Code if the reinstatement option is not chosen. The Debtors estimate
that the cost of the New Plans to the Reorganized Debtors, assuming a present value
discount rate of 6.75% and further assuming that all Eligible Employees and Eligible
Retirees clect reinstatement, totals approximately $75 miilion. Notably, such cost is
incurred over time as benefits come due.

The Debtors® or Reorganized Debtors’ performance of any employment
apreement, plan or policy that is not a Terminated Employee Plan will not entitle any
persen to any benefit or alleged entitlement under any policy, program, or plan that has
expired or been terminated before the Effective Date, or restore, reinstate, or revive any
such bencfit or alleged entitlement under any such policy, program or plan. Nothing in
the Plan shall limit, diminish, or otherwise alter the Reorganized Debtors’ defenses,
claims, Causes of Action, or other rights with respect to any such contracts, agreements,
policies, programs, and plans. Notwithslanding anything to the contrary contained
herein, on and after the Effective Date, all retiree benefits (as that term js defined in
section 1114 of the Bankruptey Codc), if any, shall continue to be paid in accordance
with applicable law.
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SCHEDULE II

COMPENSATION PLAN




NOTICE OF MEETING AND
INFORMATION CIRCULAR
PERTAINING TO A
PLAN OF REORGANIZATION AND
COMPROMISE
UNDER
THE COMPANIES’ CREDITORS ARRANGEMENT ACT (CANADA),
THE CANADA BUSINESS CORPORATIONS ACT
AND SUCH OTHER LEGISLATION TO BE SET FORTH IN
THE RESTRUCTURING TRANSACTIONS NOTICE
INVOLVING ABITIBIBOWATER INC.
AND CERTAIN OF ¥TS SUBSIDIARIES LISTED IN APPENDIX A HERETO

-~ AND —
A RIGHTS OYFERING
OF

REORGANIZED ABH IN CONNECTION THEREWITH
Angust 2, 2010

This information circular is being distributed fo creditors of certain subsidiaries of AbitibiBowater Inc.
listed in Appendix A herefo by and ou behalf of such entities and AbitibiBowater Ine. i conneefion with
the meetings calted to consider the reorganization and compromise proposed by them which are schednled
to e held at 10:00 a.m. (Montreal ime) on September 14, 2610 at the Hilton Montreal Bonaventure,

906 de La Gauchetitre West, Moniréal, Québee, H5A 1F4, Canada and a rights offering of Reorganized
ABII in conneetion therewith.

These materials require your immediate atlention. You should consult your professional advisors in
connection with the contents of these documenss. Should you have any questions regarding voting, the rights
offering or other pracedures or should you wish 1o obiain additional copies of these materials, you mey contact
Ernst & Young Inc.,, which acis as the Monitor, at 800 Rend-Lévesque Blvd. West, Suite 2000, Montreal, Québec,
H3B iXP, Canada (Attention: the Manitor of AbitibiBowater Inc. et al. ) facsimile number: 514-879-3992 and
telephone number; 1-866-24G-7889,




Each 'Back§lop Party will purchase, severally and not jointly, itg pre-determined percentage of Unsubscribed
Naotes. Reorganized ABH shal) pay to each such Buckstop Party the Upfront Payment in respect of all such
Rights Offering Notes purchased by the Backstop Party.

Under the terms of the Backstop Commitment Agrecment, the eonsent of the Backstop Parties is required
with respect to certain events, including, withuut limitation, certain changes to the Plans, The cobligations of the
Backstop Parties arc subject to the satisfaction ar waiver of specified closing conditions, including, without
limitation, entry of the Sanction Order in form and substance reasonably satisfactory to the Backstop Parties, the
satisfaction or waiver of the conditions to effectiveness of the Plans and the copsummation of the Exit Loap
Facilities.

The Backstop Commitment Agreement is terminable if the Rights Offering is not consummated by an
outside date of the later of (i} October 15, 2010 or (i) such other date as set forth in the Backstop Commitment
Agreement, and upon certain other events. If the Backstop Commitment Agreement terminates, then, upon
certain termination cvents, the Backstop Parties will be cntitled to recejve a termination payment, the amount of
which depends on the timing of the termination, bot which is, in any evenl, no more than the Backstop
Commitment Payment,

Distribution of Rights Offering Notes

~ On, or us soon s reasonably practicable after, the Implementation Date, Reorganized ABH or other
upplicable Disbursing Apent shall distdbute the Rights Offering Notes in & fashion consistent with the
distribution provisions of the CCAA Plan, Elipible Holders holding sheir Claims through CDS or DFC will
receive the Rights Offering Notes in the form of beneficial interests in one or mors global notes. Bligible Holders
holding their Claims otherwise than through DTC or CDS will receive their Rights Offering Notes in the form of
onc or more certificated notes and such certificates will be distibuted to the person identified in the Cloims
register maintained by the Monitor as holding the Claims on the record date for such distribution. Reorganized
ABH shall also concurrently cause an amount in cash equal to $0.04 per $1.00 of Rights Offering Notes
purchased to be paid back to such Rights Offering Participant from the proceeds of the sale of the Rights
Offering Notes (the “Upfrunt Payment™).

Rights Gffering Notes

The Rights Offering Notes shall substantially have the terms set out in Appendix I - “Terms of the Rights
Offering Notes"™.

The definitive terms of the Rights Offering Notes will be posted on the Monitor's Website on or before the
CCAA Supplement Filing Date,

YIIL REORGANIZED ABH

Reorganized ABH

As part of the implementation of the CCAA Plan, Reorganized ABH will emerge as the parent holding
sompany under which the Reorganized Debtors will be held direetly or indirectly. Reorganized ABH will aiso be
the paren: holding company under which the reorganized U.S. Debtors will be held directly or indirectly,

Curporate Governance
As of the Implementation Date, the directors and officers of each Applicant that is not a Reorganized Debtor
will be removed from office and terminated in their capacitics as such,

A search committee (the “Search Committee™), consisting of three members of the Unsecured Creditars’
Committee, three members of the Ad Hoc Unsecured Noteholders Committee, and one representative of the
Company has been formed 1o select the Bonrd of Reorganized ABH and shall be responsible for selecting the
Board, determining the number of directors (including the number of independent directors, if any) comprising
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Ehe Board, and defining the terms and other qualifications for such direciors, The Search Committee has hired an
independent search firm in connection with that process, .

The names of the 'djrcctors and officers of Reorganized ABH as of the Implementation Date will be posted
on the Monitor's Website and will also be annonnced by way of press release concurrently with such posting,

Management and Director Compensation and Incentive Plans and Programs

The CCAA Plan provides that on or as soon as practicable after the Implementation Dare, Reorpanized ABH
shall adopt and implement (as applicable) the management incentive plans as substantially described herpin and
in the fonn sct forth in a CCAA Plan Supplement and the management and directors plans, programs and
agreemients set forth in another CCAA Plan Supplement shall be terminated or repidiated under the CCAA Plan
or the 1J.5. Plan and, to the extend applicable, deemed rejected pursuant to Section 365 of the Bankruptey Code,
The Affected Unsecured Creditors shall be deemed to have approved all-soch management incentive plans,
including the LTIP and the STIPs.

Long-Term Equity Incentive Plan

On or as soon as practicable after the Implementztion Date, Reorganized ABH shall adopt and implement
the 2010 Long-Term Equity Incentive Plan (the “LTIP™). Reorganized ABH shall reserve 8.5% on a fully diluted
basis of the shares of New ABH Common Stock for igsuance under the LTIP. Up to 4% of the shares of
New ABH Common Stock may be granted on the Implementation Dale of which 75% will be granted as options
the strike price of which shall be the fair market value of the New ABH Common Stack and 25% will be granted
as restricted stock units. For purposes of this paragraph, the fair market value of the New ABH Common Stack
shall mean the average of the closing wading price of the New ABH Common Stock daring the 30 day period
commencing with the first day on which the New ABH Common Stock is lsted on the New Yark Stock
Exchange. Pursuant to the LTIP, the Reorganized Debtors shall deliver certain stock options and resiricted stock
unit grants to certain directors, members of management and other executive employees on and after the
Implementation Date, in such amounts and pursuant to such terms as set forth i the LTIP, The form and
substance of the LTTP will be set forth in 2 CCAA Plan Supplement.

Short-Term Incentive Plans

On or as soon as practicable after the Implementation Date, Reorganized ABH shall adopt and implement
the 2010 Short-Term Incentive Plan (the “2010 STIP"} and the 2011 Short-Term Incentive Plan {the *2011
STIP™ and together with the 2010 STIP, the “STIPs") pursuant to which participants shall be eligible for a target
incentive award cxpressed as o percentage of the individual's base salary as such salary shall be reduced prior to
iz Implementation Date (the “Reduced Base Salary”). Approximately 550 management employees will be
eligible for participation in the STIPs, including the Company's top six senjor executives. Senjor executives will
be eligible for a target incentive award of 50% of base salary under the 2010 STIP and 100% of base salary under
the 2011 STIP. The targct incentive payments for remaining participants under the STIPs will be at a lower
percentage level of payment, The STIPs shall be entirely performance-based, and actual earned incentive awards
will vary depending on the Company’s and Recrganized Debtors’ ability to achicve the established targets.
Under the 2010 STIP, the Company will base performance targets on the Company’s actuil EBITDA, (et of any
STIP payment) against its foreeast for the third and fourth quarters of 2010. The Board will determine the
Company’s perfermance targets under the 2011 STEP. The muaterial terms of the STIPs will be set forth in a
CCAA Phan Supplement.

Restructuring Recognition Award

On and effective as of the Implementation Date, the Company shall adopt and implement & performance
driven restructuring recognition plan designed to reward actions and initiatives contributing to a successful and
timely reorganization of the Company, by providing selected members of management with onelime cash
emergence awards (2 “Restructuring Recognition Award™) in an aggregate value of $5 million, Approximately
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30 execulives, senjor managers and managers, who are critical to the Com ’s

recrganization efforts, shalt be selected to receive a Restructuring Rccogniﬁfnﬂlgwafgfglﬁa;z;aggétcﬁsog;;
of the rf:cipient’s Reduced Base Salary 1o be paid in Cash at eémergence upon approval by the Board of
Reorganized ABH, Restracturing Recognition Awarg recipients shall be required to repay 1/12th of their award
for each month during the one-year period following the Implementation Date they were not employed by

chrg‘:mizcd ABH or a Reorganized Debtor, if they either voluntanly resign their employment or are discharged
by their employer for “eanse”, .

Executive Severance Policies

On and after the Implementation Date, Reorpanized ABH will assume, a5 amended, executive severance
policies for U.8. and Canadian executives, respectively. Severance bsnefits may be conditioned upon the
cxecutive’s compliance with certain restrictive covenants, including non-compete restrictions. The malerial terms
of the exccutive severance policies shall be set forth in 2 CCAA Plan Supplement.

Employee Compensation and Benefit Programs

As of the Implementation Date, all of the’ Applicants” existing pension plans, welfare henefit plans,
severance policics and other employce-related plans 2nd programs, including the Applicants® Canadian registered
defined henefit and defined contribution plans, set forth in a CCAA Plan Supplement, shall remain in effect, as
amended, and e plans and programs set forth in another CCAA Plan Supplement, including all of the
Applicants’ existing non-qualified and non-registered plans, (such terminated non-qualified and non-registered
plans and programs referred 10 herein as the *Terminated Retirement Plans” and all such terminated or rejected
plans and programs collectively referred to hercin as the “Terminated Employee Plans”) shall be terminated or
tepudiated under the CCAA Plan and the U.S. Plan and, to the extent applicable, deerned rejected pursuant to
Section 365 of the Baokruptey Code. Afier the Implementation Date, the Rearganized Debtors shall have the sole
avthority to terminate, amend or implement Canadian registered plans, welfare bencfit plans and other plans and
programs for employecs in accordance with the temns of such plans and applicable Law,

Effective as of the Implementation Date, the Applicants and Reorgusized Debrors shall estzblish
non-gualified and non-registered plans, agrcements or arrangements (the “New Plans™) pursuant to which,
among other things, (1) all employees and bencficiaries in active status as of the Inplementation Date who were
entitied 1o benefits under any Terminated Retirement Plans as of the Implementation Date (the “Eligible
Employees™) shall be eligible to receive benefits under the New Plans substantinlly similar to those benefits
available to such employee under the Terminated Retirement Plans, to the extent thereof, provided, however,
that: (i) ull defined benefits available under the New Plans will be frozen as of the Implementation Dale; and
(i) the Eligible Employce must waive and forfeir any and all Claims the Bligible Employee has or may have in
the CCAA Proceedings and the Chupter 11 Cases in respect of the Terminated Retirernent Plans; and (b) all
retirees, beneficiaries and deferred vested participants, as of the Implememation Date, under the Terminated
Retirement Plans (the “Eligible Retirees”) shall be eligible to reccive benefits after the Implementation Date
substantially similar to those benefits available to such Eligible Retiree wnder the Terminated Retirement Plans to
the extent thereof, without retroactive adjustments; provided, however, (i} that the benefits available to each snch.
Lligible Retiree under the New Plans shall be 10% to 35% lower, depending on the spplicable Terminzted
Retirement Plan, than the benefits available to the Eligible Retiree under the Terminated Refirement Plans at the
time of termination thercof, (i} the benefits available to each such Eligible Retiree under the New Plans shall be
subject to an annual per participant cap on benefits in the amounts ranging from 340,000 to $50,000 (in the
agpregate) in the case of defined benefit Terminated Retirement Plans and corresponding caps in the case of
defined contribution Terminated Retirement Plans, depending on the applicable Terminated Retirement Plans,
this annual cap being farther reduced by any secured pension benefits received or to be received in respect of the
Terminated Retirement Plans; and () that the Eligible Retiree must waive and forfeit any and all claim such
Eligible Retiree las or may have in the CCAA Proceedings and the Chapter 11 Cases in respect of the
Terminated Retirement Plans. The material terms of the New Plans shall be set forth in a CCAA Plan
Supplement.
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The Company sponsors a number of separate non-gualified and non-registered plans. Section 6.9 of the U.S
Plan allows Eligible Employees and Eligible Retirees to either {a) rcinstate their benefits under the New Plans a.s
modified and waive any Claim on account of the Terminated Retirement Plans {such Claim, a “SERP Claim")
or (b) retain any SERP Claim and to the extent such SERP Claim is “Allowed”, receive any distribution 1o whicl;
it is entitled under the 1.8, Plan. Eligible Employees who retain their SERP Claims may be eligible for benefils
under the New Plans, but without receiving any eredit under the New Plans For any benefits accrued under the
Terminaled Retiremen{ Plans,

The Applicsnts believe that providing Eligible Employees and Eligible Retirees with the option to reinstate
benefits under the New Plans in exchange for a waiver of their SERP Claims is in the best interests of their
respective estates. Reinstating berefits allows the Reorganized Debtors to make payments over time as they
come due post-emergence and reduces cash payments at emergence to the extent any SERP Claims are waived
but would otherwise have been entitled to adminiswative or priority treatment. The Applicants estimate that
approximately at least $100 million of SERP Claims (U.S. Dollar Equivalent) may exist against the Applicants,
of which approximately $70 million are attributable to Eligible Retirees and approximately $30 million are
atibutable w Eligible Employees. The CCAA Plan provides that unsecured recoveries for Claims against
individual Applicants liable under the Terminaled Retirement Plans range from approximately 3% 1o 48%,
depending on the Applicant or U.S. Debtor, However, recoveries on SERP Claims may be higher depending on
the applicable Terminated Retirement Plan under which the SERP Claims arfse and the number of applicants
lisble for such Claims. In addition, the Applicants estimate that approximately $5 million may be entitled to
administrative or priority ireatment under sections 503 or 507 of the Bankruptey Code if the reinstatement option
is not chosen, The Applicants cstimate that the cost of the New Plans to the Reorganized Deblors, assuming a
present value discount rate of 6,75% and further assuming that all Eligible Employees and Eligible Relirees clect
reinstatement, totals approximately 575 million. Notably, such cost is incurred over time as benefits come due,

The Applicants', the U.S. Debtors” or Reorganized Debtors’ performance of any employment agrecment,
plan or policy that is not & Terminated Employee Plan will not cntitle any Person to any benefit or alleged
cotitlement under any policy, prograr, or plan that has expired or been terminated before the Implementation
Date, or sestore, reinstate, or revive any such benefit or afleged entitlement under any such policy, program or
plan. Nothing in the CCAA Plan and the U.S. Plan shall limit, diminish, or otherwise alter the Reorganized
Debtors’ defenses, claims, causes of action, or other rights with 1espect to any such contracts, agreements,
policies, programs, and plans. Notwithstanding anyihing to the contrary contained herein, on aed after the
Implementation Date, all retiree benefits (as that term is defined in Section 1114 of the Bankruptey Code), if any,
shall continue to be paid in accordance with applicable Law.

IX. RISK FACTORS

IN ADDITION TO THE OTHER INFORMATION INCLUDED IN THIS CIRCULAR, AFFECTED
UNSECURED CREDITORS SHOULD CAREFULLY CONSIDER THE FOLLOWING RISKS BEFORE
DECIDING WHETHER TO VOTE TO ACCEPT OR REJECT THE CCAA PLAN AND PRIOR TO
DETERMINING WHETHER TO SUBSCRIBE FOR NEW RIGHTS OFFERING NOTES AS PART OF THE
RIGHTS OFFERING. THESE RISK FACTORS SHOULD NOT, HOWEVER, BE REGARDED AS THE
ONLY RISKS ASSOCIATED WITH THE CCAA PLAN OR ITS IMPLEMENTATION, THE COMPANY,
ABH, REORGANIZED ABH, THE APPLICANTS, THE PARTNERSHIPS, THE REORGANIZED DEBTCRS
OR THE RIGHTS OFFERING IN CONNECTION THEREWITH.

Risks Relating to the CCAA Plan and its Implementation

Consummation of the CCAA Plan is subject to Affected Unsecured Creditors’ acceptance and Court approval
The Applicants have operated their business and managed their assets under the supervision of the Coust

since the beginning of the CCAA Proceedings. Before it can be consummated, the CCAA Flan must have been

approved by the Required Majorities and sanctioned, after notice and a hearing on any cbjection, by the Court in
form and subsiance satisfactory to the Applicants, The consummation of the CCAA Plan is also subject [o the
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LEXHIBIT B

Projected Financial Information




The Company’ prepared the Reorganized ABH Pro Forma Balance Sheet,
Reorganized ABH Projected Balance Sheet, Reorganized ABH Projected Income
Statement, Reorganized ABH Projected Cash Flow Statement and ACY, Donohue (for the
purposes of this Exhibit, “D-Corp™), Bowater (for the purposes of this Exhibit, “B1™),
Bowater Newsprint South Operations L.LC (for the purposes of this Exhibi, “EN_S”) and
BCFPI Projected Financials (collectively, the “Financial Projections™) for the;:-.-a-;s 2010
through 2014 (the “Projection Period™). The Financial Projections are based on a number
of assumptions madc by management with respect to the future performance of the
Company’s operations, The Financial Projections and related assumptions in this Exhibit
B are “forward-looking stalemenis” within the meaning of the Private Securities
Litigation Reform Act of 1995. Although management has prepared the Financial
Projections in good faith and belicves the assumptions to be reasonable, it is important to
note that the Company can provide no assurance that such Financial Projections and
assumptions will be realized. As described in detail in the Disclosure Statement, a
variety of risk factors could affect the Company®s actual financial results and must be
considered. You are encouraged to read these risk factors in thelr entirety. See Article
VI of the Disclosure Statement. The Financial Projections should be reviewed in
conjunction with a review of these assumptions, including the accompanying,
qualifications and footnotes. Should actual resulis or conditions differ from such
assumptions, the actual results and financial condition of the Company may difTer
materially from those presented in these Financial Projections. The Company did not
prepare the Financial Projections with a view toward compliance with published guidelines
of the Sccurities and Exchange Commission or guidelines established by the FASB,
particalarly for reorganization accounting.

All dollar amounts in the Financial Projections are U.S. dollars unless
otherwise indicated and any reference to “GAAP™ refers o the generally accepied
accounting principles in the United States of America.

A Aceounting Policies

The Financial Projections have been prepared using accounting policies
that are materially consistent with those applied in the Debtors’ historical financial
statcrments (GAAP consolidated basis). The Financial Projections do not reflect the
formal implementation of reorganization accounting pursuant to Financial Accounting
Standards Board (“FASB™} Accounting Standards Codification (*ASC™) 852
Reorganizations ("FASB ASC 852"}, In addition, for comparative presentation purposes,
the operations and cash flows for 2010 combine the predecessor company (January 1,
2010 through the Effective Date / Implementation Date) and successer company
(assumed Effective Date / Implementation Date through December 31, 2010) to allow for
a full ycar presentation.

' Capitalized terms used and not defined hercin shail have the meanings ascribed 1o them in flhe
Disclosure Staiement or the Plan, as applicable.




1. General Assumptions
1. Methodology

The consolidated Financial Projections have been prepared by
management and are based upon the Company’s detailed operating forecast for 2010 -
2014. The Financial Projections reflect various strategic reviews and restructuring
initiatives, including mill idling decisions, overhead rationalization and other initiatives
implemented prior to the Effective Date and Implementation Date (as defined in the
CCAA Plan).

2. Plan Consummation

The Financial Projections assume the Effective Date / Implementation
Date will accur on October 1, 2010,

3. Macroeconomic and Industry Environment

The Financial Projections are based upon manapement’s view of supply
and demand dynamics in both Morth American and international markets as well as
corresponding assumptions regarding pricing, operating rates and changes in the cost of
maiertal inputs for the key pulp and paper grades which the Company produces.
Management’s views are in part based upon the forecasts of RIS, a leading information
provider for the global forest products industry and Wall Street equity research as
appropriate.

4, Exchange Rate

The CAD / USD exchange rate is assumed to be $.99 for the balance of
2010, falling t0 $.98 in 2011, $.96 in 2012, $.93 in 2013 and $.91 in 2014. As ol July §,
2010, the CAD / USD exchange ratc was $.96. For cach $.01 chanpe in the CAD /USD
exchange rate, the Company’s projected EBITDA changes by approximately $15-$20
million.

C. Projected September 36, 2010 Balance Sheet and Reorganized ABH
Pro Forma Balance Sheet

The Projected September 30, 2010 Balance Shect was developed using the
Company’s actual December 31, 2009 audited balance sheet adjusted to reflect
management’s projected operating results from December 31, 2009 through September
30, 2010. On the Effective Date / Implementation Date, actual results may differ due to a
variety of rigk factors as discussed in Article 8 of the Disclosure Statement, Pro forma
adjustments consistent with consummatian of the Plan and the CCAA Plan were then
layered in to construct the Reorganized ABH Pro Forma Balance Sheet as of September
30, 2010, The Reorganized ABH Pro Forma Balance Sheet does not reflect, among other
things, the formal implementation of reorganization accounting pursuant ta FASR ASC
852. The estimated pro forma adjustments regarding the reorganized equity value of the




Company, its assets, or its liabilities pursuant to FASB ASC 852 will be based upon the
fair value of the assets and liabilities as of the Bffective Date / Implementation Diate,

As described more fully below, the Reorganized ABH Balance Sheet
reflects Reorpanized ABH's pro forma capital structure resulting from consummation of
the Plan and CCAA Plan. Specifically, and consistent with the Company’s emergence
funding requirements, the Reorganized ABH Balance Sheet assumnes the Company wili
have pro forma funded indebtedness of approximately $1.5 billion consisting of (a) a
Term Loan Exit Financing Facility of approximately $700 million as described maore
fully in Article VLE of the Disclosure Statement, {b) 8500 miltion of Rights Offering
Notes issued pursuant ta the Rights Offering, as described more fully in Article I.F and
VLE of the Disclesure Statement, and {c) other indebtedness of approximately $250
million relating primarily to existing indebtedness at certain of the Company's
subsidiaries. In addition, the Company plans to have undrawn availability under an ABL
Exit Financing Facility of approximately $500-8600 million as of the Effective Dale /
Implementation Date. The Company’s pro forma capital structure may change depending
upon market conditions with respect to the Company's capital raise cfforts, operating
performance and other sources of cash that may be available to the Com pany.
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Notes io Reornanized ABH Pro Forma Batance Sheed

Represents procecds of the exit financing raised in conneclion with the Company’s emergence from the Chapter 11 Cases and
CCAA Procucdings and Wie nsseclated repayment of securcd debt claims, including the Bowater Secured Bank Claims, BCIPI
Sccured Bank Claims, DIP Facility Claims, ACCC Term Loan Secured Cloims, 13,75% Scnior Secured Notes, Securitization
Claims and Other Secured Claims. Estimated transaclion costs for the exit financing have been capitalized in other non-curvent
assets and are amartized over the term ofthe financing, Any capitalized ransaction costs associated with propelition secured deht
art; assumed 1o be writen ofT,
B Cash payments required pursuant 1o the Plan and the CCAA Plan, including peyment of Administrative Claims which inclyde
professional fees and elsims pursuant 1o scetion 503(b)(9) of the Banknuplcy Code, .
C  Reflcets the cancellation o7 reinstatement of remaining liabititics subject to compromise pursuant to the Plan and the CCAA Plan,
D Represents illustrative adjustments to book value 1o reflect the pro forma Equity Vajue of the Company. The book value
adjustments in conneetion wilh this Rearganized ABH Pro Farma Balance $hewt do not reflect the formal implemeniation of
reerpanization accounting pursuant 1o FASB ASC 852, The final adjustinents will be based upon ihe fair value of the assels and
linbilities as of the Effective Date { Implemitntation Date and could impaet different balance sheel accounts or be waterially
difierent than the values assumed in the foregoing estimates.
E  Claims levels are as refleeted in the Plan and CCAA Plan, as applicable.




D. Reorganized ABH Projected Income Statement
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1. Sales

Consclidated sales include sales from the Debtors® primary operating
segments: coated and specialty papers (“Commercial Printing Papers™, or “CPP™,
market pulp, newsprint and wood products, The Financial Projections assume CPP
demand is projected to Increase over the next several years from its current low base,
driving price increases from a cyclical trough in 2009, Pulp markets are assumed to
remain volatile, with pricing rebounding to peak levels in 2012, then declining thereafier
with global economic activity. Domestic newsprint demand is forecast to continde its
secular decline over the projected perlod, partially mitigated by projected increases in
cxport market demand. Newsprint prices are projected to improve from trough levels in
2009 and level off by 2012, Forecasted improvements in lumber demand assume a
waterial recovery from trough levels in 2009 to peak levels in 2012 driven by a recovery
in Jong-term U.S. housing starts.

2. Cost of Sales

Cost of Sales, including distribution costs, is projected to be
approximately 89% of sales in 2070 and improve to approximately 80% of sales by 2014,
driven primarily by the forecasted improvement in market demand and pricing as well as
savings from negotiated labor cost reductions.

3. Seliing, General, & Administrative Expenscs

Selling, General & Administrative (“SG&A™) expenses arc projected to
decline 10 $132 million, or 2.4% of sales in 2014 [rom $168 million, or 3.5% of sales in
2009. SG&A has declined substantially since the Merger in 2007 (3332 million in 2008
and $198 million in 2009), and further SG&A reductions will result from anticipated




reductions in headcount and a simplification of the Company’s organizational structure,
amongst other efficiency gains.

4, Net income (loss)

The net income (loss) is expected to improve from a loss in 2010 to
positive net income beginning in 2011, Improvements will be driven by the capital
restructuring, which will result in lower interest expense, as well as cost reductions and
improving market demand and pricing. These improvements will be partially offset by
inereased commodity inflation and expenses,

5. Reorganization Ttems

The 2010 Reorganization ftems consist of actual and estimated
postpetition fees for professional advisors, bank fees directly attributable to the
bankruptcy filing and refated capital restructuring. This amount excludes any gains or
losscs associated with the extingishment of debt and revaluation of assets and liabifities
under fresh-start reporting.

6. Intercst Expense

For 4Q10 through 2014, inlerest expense projections are based on the
Company’s estimated post-emergence capital structure assumed to be effective on
October 1, 2010, Interest expense in 2010 prior to the Effective Date / Implementation
Date is based on interest as disclosed in the Company’s financial statements for the first
fiscal quarter of 2010 and as estimated for the Predecessar Company debt in accordance
with GAAP for the period from April 1 through the Effective Date,

7. Income Taxes

Income tax benefit / (expense) was calculated based on the projected
applicable statutory tax rates in the countries in which the Company operates. For U8,
operations, the federal tax rate was assumed to be 35%. State taxes were deemed to not
be material over the Projection Period. For Canadian operations, the federal tax rate was
assumed to be 30% in 2010, stepping down to 28% in 2011 and 26% in cach subsequent
year of the Projection Period.

U.8. taxable income in each projected year is adjusted downwards for the
usc of available post-emergence tax attribues preserved by the Company’s tax planning
efforts. Post-emergence U.S. tax attributes such as net operating losses (“NOLs™, capital
losses, tax credits, stock investments in subsidiaries and fixed assets take into account
required attribute reduction due to discharge of indebtedness. Projected taxable income
after accounting for available tax shiclds is estimated to be approximately $50-90 miilion
per year over the projected period,

Canadian taxable income in each projected year is projected to be zero
after accounting for usage of available post-emergence tax attributes. Post-emergence




Canadian tax attributes take into account required attribute reduction due to discharge of
indebtedness under the CCAA Plan. Post-emergence attributes are primarily comprised
of undepreciated capital cast (“UCC™, and 10 a lesser extent, NOLs and Scientific
Research and Experimental Development expenses,

All tax-related projections conform to the cash flows used by Blackstone
in its Enterprise Valuation of the Company based upon consideration of tax attribute
estimates provided by the Debtors and their tax advisors,

E, Reorganized ABH Projected Balance Sheets

The Reorganized ABH Projected Balance Sheets set forth the projected
financial position of the Company, after giving effect to the Projected September 30,
2010 Balance Sheet, the proposed reorganization and related pro forma adjusiments in
Section 3, The Reorganized ABH Balance Sheets were developed based upon the
projected results of operations and cash flows over the Projection Period,
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T, Reorganized ABH Statement of Cash Flow

The Bcorganized ABH Statement of Cash Flow scts forth the Company's
forecasted changes in cash, after giving effect to the proposed reorganization,

J Muthz Enided
Desemberdl, Frojreial Yeur Ending Drermiber 3
Py Hnt WL me Bl
Hr LSE waillyret e mep3 BBl erwer naivd
DPERATING AUTIVITIRS
Ketimontee 1 o 53 548 87 2R 5435
b W et cashy y dep} ojetnthap mdnaticy
SAprotetn. anrarirancs, sl orn of iy avested h m 2% 2 i
oo : ; : » f”‘
Hed incovme Ffias) snbusbie Tmomsaobsilng micneas 2 u n pr] M
M pwras contiberiun ) TV ] L] [21] i
p.znnnmnmhm.._. 114y (10 1nn ty i
liqsaly pesamnte ol focmne [ m i) 1] {tn
Ansan ratie sof Faumoep visis 1 1% In L} [
Ltunges m perking capest :
Aeewmts ircovele [ (1) 39 3 1
Ipanioswr o [l 1 z 1
Adandn pagadke (13 7 X ah 1
Net tack priwided by £ fuset in) wpresting
wgtiviticn s sy Simt SESE 671
ANVESTING ACTIVITIZE
Cadamermnd m Jixed wascly un L 111n L 1151
Ditgostions o wncts n . . . .
et iy st cs, nor W L i) an m
M) cask pren ed b d {mad Ind iwaraing
merllciv 15%) iy BIx) G Bin
FINARCING ACTIVIIES
Cosh-timti st wiiiners wisraunab uv pon-cunyniling crents 15 [t o0 1M} 1
Her rask gy B! by £ feaed In] Banuchag
srilvirice . " (2] {5m) 38y 23
Bt Increave | (ircernce) In exoh Wk eush
enuivatens L8 o S453 Son S
Caahmul éueh vepinakos
Wirginmng o et 11 nm nlx 5o HELD
Eud o perbad palld Setx s ik AL

1. Pension and Gther Postretirement Bencfit (“OPEB™)
Contributions Peasion

The Company has multiple contributory and nor-contributory defined
benefit pension plans covering substantially ail of its employees. On an accounting basis,
us of December 31, 2009 the qualified defined benefit retirement plans maintained by the
Company had a funded status of approximately 93% (90% on a Pensicn Protection Act,
or “PPA™, basis) and were under-funded by approximately $424 million. This includes a
deficit under Canadian defined benefit plans of approximately Cdn$ 1.4 billion as
calculated on a solvency basis. The Plan and CCAA Plan confirmed by the Bankruptey
Court and Canadian Court, respectively, provide for the assumption of the gualified
defined benefit retirement plans. ‘The Financial Projections assume significant cash
contributions will be made to these plans over the next several ysars following
emergence from bankrupicy under spplicable U.S. and Canadian laws. The Financial
Projections also assume approval of special funding relief regulation with respect to the
Company’s Canadian defined benefit regisiered pension plans for prior service costs. All
projected contributions referenced below are the amounts in excess of expense embedded




in COGS and SG&A and appear in the Debtors’ projected Reorganized Statement of
Cash Fiow.

The projected contributions stated hereaficr were provided by the
Company’s pension advisors and conform to the cash flows used by Blackstone in its
Enterprise Valuation of the Company. These contributions for United States qualified
plans are eslimated to be approximalely $16-27 million per year from 2010-2014
reflecting payments for both current and past service, Projected contributions also appear
net of associated tax savings.

In conneetion with the CCAA Proceedings, the Canadian Court approved
certain restrictions on the required cash contributions for the Canadian pension plans such
that only current service costs were funded. In the Financial Projections, suspended
contributions for past service costs have been resumed at estimated levels currently being
negotiated with the relevant government authorities, Projeeted contributions for
Canadian qualified plans are estimated to be approximately $35-44 million per year
reflecting payments for both current and past service, net of associated 1ax savings.

The actual required amounts and timing of all such future cash
coniributions will be highly sensitive to changes in the applicable discount rates and
returns on pension plan assets, and could also be impacted by future changes in the laws
and regulations applicable to pension plan funding as wel! as the ultimate conclusion of
the special funding relief regulation with the relevant Canadian Provincial government
authorities, :

2. OPEDB

The Company also sponsors a number of OPER plans for retirees.
Prajecied contributions for U.S. OPEB plans are estimaled to be $7-8 million per year
{rom 2010-2014 for both current and past service, These contribution levels assume an
anaual health care cost increase of 7.2% and a rate of compensation increase of 2,9%.

Projected contributions for Canadian OPEB plans are estimated to be
approximately $8-9 million per year from 2010-2014 for both current and past service,
These contribution levels assume a health care cost trend rate of 6.5% and 4 rate of
compensation increase of 2.9%,

The actual required amounts and timing of all such future cash
contributions will be highly sensitive to changes in the applicable discount rates and rates
of compensation incresse, among other factors.

3. Waorking Capital

Accounts reccivable days sales outstanding (“I28Qs™) vary based upon
product line and destination, averaging approximately 55-60 DSOs. Domestic newsprint,
which is approximately 45% of total sales have DSOs range from 33-37 days, while
export sales are longer at 120-130 days. Specialty and Pulp DSOs range from 40-57 days

9




while Lumber has the shortest sales cycle at 12-15 days. Changes in trade aceounts
receivable at emergence reflect the assumption that ACI’s accounts receivable
securitization program is terminated at emergence and receivables are no longer-sold
through the securitization program,

The current implied number of days for which trade accounts payable are
outstanding is approximately 13 days. This is expected 10 rise gradually to approximately
30 days in the months after emergence from Chapter 11 / CCAA, as the Debiors begin to
receive normalized trade terms.

4. Capital Expenditures

Capital expenditures are projected to range from $110 to $125 million per
year. The projected capital plan is based on the Company's expectation for average
capital requirements through the cycle. Capital expenditures for all periods include
spending to maintain equipment, increase vperating cfficiency and comply with
environmental laws. No spending has been budgeted for capacity increases or
opportunistic tnvestments that could be made in response to a change in market
dynamics.
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APPENDIX “H”

QUEBEC PENSION AGREEMENT - FRENCH



ENTENTE CONCERNANT LES
EXPLOITATIONS DE PATES ET PAPIERS D'ABIBOW CANADA AU QUEBEC

ENTRE : BOWATER PRODUITS FORESTIERS DU
CANADA INC., une personne morale diment
constituée en vertu des lois de la Nouvelle-

cosse, ayant son sidge social a Halifax,
Nouvelle-Ecosse, et COMPAGNIE ABITIB!-
CONSOLIDATED DU CANADA, une personne
morale diment constituée en vertu des lois du
Québec, ayant son siége social a Montréal,
Québec, ftoutes deux agissant et diment
représentées aux fins des présentes par
monsieur David J. Paterson, Président. pour
efles-mémes et tout successeur canadien a
leur affranchissement du processus de
restructuration dont il est fait état aux
présentes

(ci-aprés ensemble . appelses « AbiBow
Canada »);

ET: LE GOUVERNEMENT DU QUEBEC, agissant
et diment représenté aux fins des présentes
par monsieur Clément Gignac, ministre du
Développement économique, de I'nnovation et
de I'Exportation.

{cl-aprés appelé le « Gouvernement »).

PREAMBULE

ATTENDU QUE Tindustrie des pates et papiers traverse une période trés
difficile; :

ATTENDU QU'AbiBow Canada, de méme que le groupe formé avec sa société
mere AbitibiBowater Inc. {ci-aprés appelés « AbiBow »), est affectée comme
l'ensemble de lindustrie, notamment en raison de {a baisse importante de Ia
-demande de papier journal et du contexte économique;

ATTENDU QUE les filiales canadiennes d'AbiBow se sont placées sous la
protection de ia Lof sur les arrangements avec les créanciers de compagrie
(L.R.C. 1985, c. C-36) {ci-aprés la « LACGC »), le 17 avril 2009:

ATTENDU QUE le ministre des Finances, le ministre du Développement
€conomique, de llnnovation. et de 'Exportation et e ‘ministre des Ressources
naturelles et de la Faune ont annoncé, & 17 awril 2009, une intervention
exceptionnelle en autorisant Investissement Québec 3 effectue'r une garantie
d'un prét temporaire maximal de 100 millions de dollars étatsuniens a certains
meimbres du greupe AbiBow, lequel a depuis été remboursé:

ATTENDU QU'AbiBow a établi, en collaboration avec ses créanciers, les parties
intéressees, le contrdleur en vertu de la LACC et ses conseillers financiers et en
se basant sur ses perspectives actuelles, un plan d'affaires sur 5 ans qui prévoit
une amélioration des marges bénéficiaires et des flux de trésorerie, lesquelles
améliorations seront possibles en partie grace aux efforts déployés par AbiBow
et ses employés pour se concentrer sur les activités de fabrication des
installations hautement concurrentielles;



ATTENDU QU'AbiBow détient actuellement deux sociétés en exploitation
primaire au Canada, Compagnie Abitibi-Consolidated du Canada et Bowater
Produits forestiers du Canada inc., dont le régroupement pour former AbiBow
Canada est prévu a leur affranchissement du processus de restructuration en
cours, et que ces deux sociétés font face a d'importants déficits de solvabilité de
ieurs régimes de retraite; :

ATTENDU QUE, depuis le début de son prodescur da restructuration, AbiBow
Canada a initié des discussions et travaillé activement avec le Gouvernement et
avec les autorités compétentes, dans Iintérat de son entreprise et de toutes ses
pariies prenanies, y compris afin (i) de trouver les moyens pour protéger ses
employés et retraités, et (if) de favoriser son affranchissement du processus de
restructuration comme entreprise plus solide et. Plus durable, y compris afin de
reprendre ses contributions a ces régimes;

ATTENDU QU'une large proportion des activités canadiennes d'AbiBow est ay
Québec;

ATTENDU QUE suivant le plan d'affaires &tabli par AbiBow, AbiBow Canada
entend (i) maintenir ia totalité de ses usines de pates et papiers en activité ay
Québec, dont la capacité théorique représente environ deux millions de tonnes
metriques et (i) ainsi déployer tous les efforts et poser toutes les actions
raisonnablement nécessaires afin d'assurer la viabilité de ses usines de pates et
papiers au Québec, au méme titre que dans les usines hors Québec du groupe
AbiBow ayant des colts livrés similaires pour des produits similaires;

ATTENDU QU’en vue de son affranchissement du Processus de restructuration,
AbiBow Canada est en discussions avec les autorites compgétentes a l'égard de
mesures d'allégement afin que les régimes enregistrés de retraite au Québec
pour ses exploitations de pates et papiers (ci-aprés les « régimes de retraite n}
puissent continuer de verser 100 % des rentes de leurs refraités ot bénéficiaires; -

ATTENDU QU'afin d'assurer la réalisation de Ia restructuration d'AbiBow
Canada, I'intervention du Gouvemement sous diverses formes est requise;

EN CONSEQUENCE, LES PARTIES CONVIENNENT DE CE.QUI SUIT:
1. Engagements d’AbiBow Canada ‘

1.1  Gouvernance de Pentreprise

AbiBow Canada s'engage a :

1.1.1 ne verser aucun dividende tant que le ratio de solvabilite moyen pondéré
des régimes de refraite demeure inférieur & B0 %;

1.1.2 se conformer au plan de rémunération d'AbiBow en ce qui conceme les
salaires, les bonus et les primes de départ, dont la description déposée
auprés de la Cour et des créanciers dans le cadre de sa restructuration
est jointe aux présentes en Annexe |:

1.1.3 présenter au Gouvernement les résultats financiers annuels d'AbiBow dés
qu'ils sont rendus pubilics; et

1.1.4 faire rapport annuellement au Gouvemement guant au deploiement de
son plan d'affaires, dont la description déposée alfp_rés de la Cour et des
créanciers dans le cadre de sa restructuration est jointe aux présentes en
Annexe il .

1.2  Régimes de rotraite



AbiBow Canada s'engage, sous réserve des arrangements pris avec les
aulorités compétentes 4 :

1.2.1

1.2.2

1.2.3

1.3

ne terminer volontairement aucun de ses régimes de refraite au Québec
avant qu'elle ne s'affranchisse de Ia protection du tribunal selon I3 LACC;

poursuivre ses pourpariers avec la Regie des rentes du Québec afin

d'examiner les solutions permettant d'éviter la teminaison de régimes de
retraite; et

ce que ses filiales parficipant & un régime complémentaire de retraite régi
par la Loi sur les régimes complémentaires da refraite {LR.Q., c.R-15.1)
respectent les engagements du présent-articie 1.2,

Investissements

AbiBow Canada s'engage a :

1.3.1

132

réaliser au Québec, dans une proportion minimale de 60%, ses
investissements en matiére de maintenance et de création de valeur dans
ses exploitations de pétes et papiers, de sorte, a titre d'exemple, que des
investissements de 60 millions de dollars par an engendreraient un
investissement minimum de 180 millions de dollars sur 5 ans pour le
Québec;

réaliser au Québec des invesfissements sous forme de projets
stratégiques sur 5 ans pour une somme minimale de 75 millions de
doliars, & laquelle pourrait s'ajouter une somme de 10 millions de doilars
advenant qu'aucun montant ne devienne payable, tel que prévu a Particle
1.4.4 de la présente leftre en Jien avec le maintien de la capacité de
production d’AbiBow Canada au Québes,

1.4  Maintien des activités

AbiBow Canada s'engage 3 :

14.1 ce que le sidge social d'AbiBow et toutes ses fonctions inhérentes
actuelles demeurent au Québec:

1.4.2 donner l'occasion au Gouvememem ‘et aux colleclivités touchées de
trouver des soluticns de relance advenant la fermeture définitive d’'une
usine de pates et papiers au Québec;

1.4.3 offrir des conditions favorables permettant 4 des acquéreurs potentiels de
procéder a l'achat de ses actifs de pates et papiers au prix du marché,
advenant la vente de teis aclifs au Québec, ces conditions favorables
incluant I'examen au cas par cas de la nécessité de clauses de non- ‘
concurrence;

1.4.4 compte tenu de sa volonté décrite au préambule de maintenir la capacité

de production de ses usines de pates et papiers au Québec, payer dans
un ou des régimes de refraite, a titre de cotisation d'équilibre additionnelle,
une compensation d'un montant total de 75 doltars pour chaque tonne
metrique en diminution de capacité de telle production résultant de Ia
fermeture définitive d'au moins une machine, y compris une fermeture
temporaire de plus de 8 mois consécutifs ou de 9 mois cumulatifs sur une
période de 18 mois, sans duplication de la capacité en pates et en papiers
ou autremnent, telle compensation étant payable sur une période de 4 ans,
qu'une seule fols pour toute circonstance visée; étant entendu & ces fins
gu'aucun paiement ne sera fait & I'égard d'un régime de refraite qui a des
surplus excédentaires au sens des lois fiscales applicables;



14.5 ce qufé des colfs liviés équivalents 3 Ceux de ses usines situges a
l'extérieur du Québee, ne transférer hors duy Québec aucune production
de pates et papiers (ou partie de celle-ci) réalisée dans ses usines situdes

au Québec au moment de l'entrég en vigueur intégrale de Ia présente
entente; et

1.4.6 constituer un fond de diversiﬁcation & raison de contributions de 2 millions
de doilars par annda, pendant & ans, au profit das municipalités ot des
travailleurs ol sont situées ses usines au Québec.

2. Durée

21 La présente lettre entre en vigueur au moment ol AbiBow Canada
s'affranchira de Ia protection du tribunal sejon la LACC, pour se ferminer 5
ans plus tard, sauf larficle 1.2.1 qui entre en vigueur au moment de sa
signature,

22 Les paries conviennent de réevaluer, aprés la période de 5 ans, les
engagements aux présentes, & la lumigre de Fétat de la situation
d'AbiBow Canada, de lindustrie des pates et papiers dans son ensemble,
et de I'état de solvabilité de ses régimes de refraite,

3. Cession

3.1  Les droits et obligations contenus 3 Ia présente letire ne peuvent, sous
peine de nullité, étre cédés, en tout ou en partie, sans lautorisation dy
Gouvernement et d’AbiBow Canada,

4, Avis

4.1 Les avis et autres communications doivent &tre faits par &crit et peuvent
étre expédiés aux parties a leurs adresses respectives par la poste, sous
pli recommandé ou certifié, ou par télécopieur ou messager. s sont
présumés avoir &é regus la journée méme s'ils sont transmis par
messager ou t&lécopieur, et le cinquiéme jour ouvrable suivant leur envoi
s'ils le sont par la poste, :

En tout état de cause, la partie qui expédie lavis doit pouvoir faire ia
preuve de Fenvoi si une autre partie le requiert, sans gquoi, I'avis est
présumé nul et non avenu.

Au: Gouvernement . ’
Ministére du Développement économique, de I'nnavation et de 'Exportation
710 Place D'Youville, 8° étage
Québec (Québec) G1R 4Y4

Tél&copieur : 418 643-0221
A Pattention de : M. Mario Bouchard

A: AbiBow Canada
1155, rue Metcalfe, bureau 800
Montréal (Québec) H3B 5H2 Canada

Telécopieur : 514 394-3644 _ :
A Vattention du ; Premier vice-president, Affaires administratives et Chef du
contentieux

5. Dispositions générales

5.1 La presente letire (sauf ses annexes) ne peut &tre modifige que par un
amendement doment signé par les parties. Les plans décrits aux annexes
pouvant étre modifiés par AbiBow de temps & autre, AbiBow Canada

- convient de donner promptement un avis écrit au Gouvernement de tout
changement important a ceux-ci, y compris toute information que le

4



5.2
§.3

5.4
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5.6

5.7

5.8

5.9

5.10

5.1

Gouvernement estime raisonnablement nécessaire a ce sujet, et de faire
rapport arnuellement au Gouvemement sur I'ensemble des changements
apportés auxdits plans. Le contenu du préambule a Ig présente lettre n'a
pas pour effet de conférer des droits ou d'établir des obligations a Fégard
de l'une ou l'autre des parties. :

Les délais contenus a la présente sont de rigueur,

Chaque partie & la présente représente et garantit a Fautre (i) quelle a
obtenu toutes les autarisations nécessaires et quelle a pleins pouvoairs
Pour signer la présente et exécuter ses obligations en vertu de la
présente, (i} que par Ia signature et la performance de la présente elle
n'enfreint pas son acte constitutif, lorsquapplicable, non plus qu'aucune
lei ou réglement, et (i) que suite a sa signature, la présente créera des
engagements de nature contractuelle conformément & ce qui y est décrit,
aura tous ses effets et sera pieinement exécutoire contie elle selon ses
termes, sous réserve sauf disposition expresse dans le cas d'AbiBow
Canada des lois sur [insolvabilite _d'application génerale, de son
affranchissement du processus de restructuration sous ia LACC, &t de
toute approbation requise & cet égard.

Tout engagement ou condition au hénéfice d'une partie ne peut faire
Fobjet d’une renonciation que par cette partie. Si une ou plusieurs des
dispositions de la présente letire, ou des arrangements pris en lien avec
elle, étaient invalidées par un tribunal pour quelque motif que ce soit, les
autres dispositions qui y sont contenues continueront d'avoir plein effet
entra Jes parties, et si Ia disposition invalidse avait un impact défavorable
significatif envers une ou l'autre des parties, elles négocieront de bonne
foi les medalités pertinentes afin de compenser la partie affectée dans une
mesure équivalente. -

La présente letire est régie et doit étre. interprétée swvivant le droit
applicable au Québec. .

Aucune partie n'est habilitée a engager l'autre partie face 4 un tiers sans
obtenir son consentement écrit préalabie. Les engagements contenus 3 la
présente sont au seul bénéfice des parties et de leurs filiales respectives.
Rien a la présente ne doif atre interprété de fagon & constituer une
stipulation pour autrui, '

Sauf indication’ confraire, foute référence a des dollars contenue a la
présente lettre doit étre comprise comme une référence a des dollars
canadiens.

La présente lettre peut étre signée en plusieurs exemplaires, chacun étant
réputé constituer un original, mais tous les exemplaires ne constituent
qu'une seule et méme entente. -

Les représentants et signataires .pour AbiBow Canada et Ie
Gouvernement déclarent aveir pris connaissance de |a présente lettre
ainsi que des annexes, en accepter les termes, conditions et modalités, et
la signer en toute bonne fol pour le compte d'AbiBow Canada et du
Gouvemnement respaciivement.

Les aménagements nécessaires 4 ses régimes de retraite et e maintien
de leur existence sont pour AbiBow Canada des conditions essentieiles
de la présente lettre et des amangements pris en fien avec elle, sans
lesquelles elle n'y serait pas intervenue.‘

En cas de différend ou de conflit résultant de ou en relation avec Ia
présente entente, y compris son interprétation ou son exécution, les
parties tentent en premier recours de e résoudre & lamiable par des
negociations informelles.



5,12 Si AbiBow Canada est affeciée par un cas de force méjeure (tel que défini

5.13

ci-dessous)

5.12.1elle doit en donner avis sans délai au Gouvernement et indiquer, le
plus précisément possible, Feffet sur ses obligations en vertu des

-+ présentes et de tout arangement lié, et tout delaj envisagé en
découlant;

5.12.2les parties revoient de bonne foi lag modalitée des présentes oy

des arrangements qui y sont envisagés afin de tenir compte de
toute telle circonstance; et

5.12.3(j) ses obligations sont suspendues dans la mesure seulement et
en autant gu'elle agisse avec diligence raisonnable afin d'éliminer
ou de corriger, dans les cas ol cela est raisonnablement possible,
les causes et les effels de cefte force majeure, étant entendy
cependant que le réglement de tout confiit de travail est laisse 3
son entiére discrétion; et (ii} linexécution d'une obligation ne
constitue pas un cas de défaut'et n'entraine pas de recours en
execution de queique nature que ce soit; le cas échéant, it y a
repoit d'autant des délais qui découlent dune obligation
suspendue,

A ces fins, I'expression « force majeure » signifie tout &vénement
imprévisible, imésistible et échappant au contrale d'AbiBow Canada qui
retarde, interrompt ou empéche l'exécution totale ou partielle par elle de
ses obligations en vertu des preésentes, y compris I'un ou l'autre des cas
suivants : guerre, embargo, insurrection, invasion, émeute, rébellicn,
troubles sociaux, épidémie, inondation, incendie, explosion, foudre,
fremblement de terre, vergias, orage, sabotage ou confiit de travail, ainsi
que fout acte, omission ou contrainte par un gouvemnement, tribunal ou
autorité publique. ) )

La présente entente, de méme que tout document, communication ou
autre information s'y rapportant directement ou indirectement, est
confidentie! et ne peut &tre communiqué a guiconque, sauf dans la seule
mesure ol toute loi applicable le requier. Si une pariie estime qu'elle est
tenue & une divulgation requise par Ia loi cu re¢oit une demande A cet
effet, elle doit immédiatement en aviser l'autre afin de lui donner
l'occasion de prendre tout recours approprie, et a tout événement prendre
toute mesure raisonnable afin que la ¢onfidentialité soit maintenue. Ces
obligations touchent & toute information qu'elle soit écrite, verbale ou sur
support électronique, et qu'elle précéde ou suive la date de la présente
lettre. AbiBow Canada confime que la présente entente et les
arrangements avec les autorités compétentes sont divulgués dans le
cadre de son processus de resfructuration et auprés des tribunaux,
comités de créanciers et autorités compfztenles au Québec ou autrement,
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EN FOI DE QUOI, LES PARTIES ONT SIGNE EN DATE DU 13 SEPTEMBRE
2010,

BOWATER PRODUITS FORESTIERS DU CANADA INC,
COMPAGNIE ABITIBI-CONSOLIDATED DU CANADA

Par: ; AV ;ﬁ ) —_—
Nom : David J. Paterson,

Titre : Président .

LE GOUVERNEMENT DU QUEBEC

Par A
Nom ; Clément Gignac
Titre ; Ministre du Développement economigue, de

Flnnovation et de 'Exportation



LETTRE D'ENTENTE CONCERNANT LES EXPLOITATIONS
DE PATES ET PAPIERS D'ABIBOW CANADA AU QUERBEC

ANNEXES

Annexe I — Plan de rémunération
- Avis de convocation et circulaire d'infermation du 2 aofit 2010, aux pages 118-121.

- « Disclosure Statement » du 2 aofit 2010, aux pages 116-119.

Annexe II — Plan d"affaires
- Avis de convocation et circulaire d'information du 2 aofit 2010, aux pp. G-1-G-11.

- « Disclosure Statement » du 2 acfit 2010, Exhibit B, aux pages 1-12.
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abitibi '
bowaler &

AVIS DE CONYOCATION ET
CIRCULAIRE D'INFORMATION
PORTANT SUR UN
FLAN DE REORGANISATION ET DE TRANSACTION
DEPOSE EN VERTU DE LA
LOTSUR LES ARRANGEMENTS/({ VEC LE;E)CR.EANCIERS DES COMPAGNIES

T

DE LA 7,01 CANADIENNE SUR LES SOCIETES PAR ACTIONS
ET DES AUTRES 1.OIS MENTIONNEES
DANS1.’AVIS DES OPERATIONS DE RESTRUCTURATION
VISANT ABITIBIBGWATER INC.
ET SES FILIALES ENUMERYES A L’APPENDICE A DES PRESENTES

-ET-
" PLACEMENT DE DROITS

D’ABH REORGANISEE A CET EGARD
Le 2 aoiat 2016

La priscnte circolsire d’information est distribuée sux créxnciers de certaines Iinles d’AbibiBowater
Inc. énumérées & Pappendice A, par ces entités et AbitibiBowater Inc. on en lenr nom, relativement sux
assemblées convoquées pour délibérer de Ir véorganisation et de !la beansaction qu'elles proposent,
sssemblées gui auront Hen 2 10 b (henre de Montréal) le 14 septembre 2010, uuv Hilton Montréal
Bonaventure, 900, roe de Is Gauchetitre Ouest, & Montréal (Québec) HSA 1E4, Canada, et ¢'vn placement
de droits ' ABH réorganlsée  cet épard )

Veuillez prendre conncissance sans detal des présents documents, Veuillez consulter vos conseillers
professionnels retativesment & leur conteny, 5i vous ovez des questions au sujet du vote, du Placement de droits
o d'autres formalités oie st vous souhaiter vous procurer des copies supplén ires des pré: d

veuillez communiguer avec Emst & Young Inc., qui agil & fitve de contrdlaur, au 800, boul. René-Lévesque
Ouest, bureay 2000, Monirdal {(Québec) H3B IX? Canada {& Fattention du conirbleur d'AbilibiBowater Ine.
et al), numéro de tfidcopteur : 514 8793992 ef numérs de téléphone sans frais : 1 866 246-7889.
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l'mmi.?c dela D:lC on gt 1& CDS recevront lewrs billets converfibles sous forme d"un o de plusluuzmbﬂ!m

sux participants 0,04 $ par 1,005 de billelz convertibles achetés gur le Produit tig de I vente de ecs billets (L
« pal t forfaltalre unique »). .
Bilets convertitle »

Les conditions des billets convertibles figurent en substance & l'appendice 1 ~ « Conditions des billets
converilbles ».

Les conditions définitives des billets convestibles seront affichées sur Ie sita Web du contrleur an plus tard
&1a date de dépdt dn supplément du plan LACC,

VIIL ABH REORGANISEE
ABH réorpanisée
En application du plan LACC; ABH réorganisés deviendoa Ia société mdre qui chapeauiera, directement oa
indirectement, Jes débitrices Téorganisfes, ABH Téorganisés sera également la soci&tl mire eui chzpeuters,
di ou Inds t, les débitrices amécicaines réorganisées, .
Gouvernonee

Al:datedcmisemmnm.lrsadminishntmmetladiﬁgm{sdcquuemqu&mm qui o'est pas une
débitrice réorganisée semit démis de ears fanctions,

Uncomitédemcber:hc(lc«mmﬂédnm:lnchu),cuuposédemismcmbresducunﬁtédcsmﬁandm
©on garantis, de trois membres du comité ad hoe des parieurs de billeds gon tis et d"un repré: dela
Société.:&éfmmépcurmmmpiedlemdld‘ﬂﬂrémgmis&e.ﬂmcbxgédedmisirlumcmbmdu
conscil, de fixer Jo nombre d"administratenrs (y compris le hombre d'administrateurs indépendants, 1= cas
k:héam)e:dedéﬂminerladurﬁadmmmda&etmkeiquaﬁfmﬁomdeesldmhﬁ:mn.[soumitédc
mchucheamtmulesmvimd'uneﬂmedamhuchnindepmdmmhoctégm

mmm&mamaﬁmd'mmmmmmmmmmmmm
fnn-lesiu: Web du contrdleur et seront simultanfment annonoés par commengpé de presse,

Rémunération de s direction et des sdministratrurs; régimes et programmes ineltatits

La plan LACC prévolt qu'a la date de mise en euvie ou dis que possible par Ja suite ARH réorganisées
adoptera et mettrs e ocovre (o cas Echéant) fes réptmes d"intéressement de Ja dlrection décrits pour I'essentie]
an présenies et selon le Gibellé prévu dans un supplément du plan LACC. Les régimes, programmes et
conventions de la direction et des administrateurs mentionnés dans un autre supplément du plan LACC seront
résiliés anx termes du plan LACC et & plan américain et, dans la mosuse applicable, seront réputés révoqués
conformément & I'amicle 365 du Benkwupicy Code, Les créanciers non pamntis visSs scront réputfs avoi:
approuve cas régimes, ¥ compris 12 RILT et les RICT.

Régime d'intéressement & long terme en actions ) R

: Ahdanr.rkmlnanmnmmdesquepossih]nparhmitc.mﬂr&rxmisécadopluactmmm
application le régime d'intéresseimeat & long terme en sctious de 2010 (12 « RILT »), ABH réorganisée réserven
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8.5 % des nouvelles actions ordinaires d*ABH apris dilution anx émissions prévues ar le RILT, Jusqu'd 4 %

nouvelles nctions ordinaires J"ARH poumoat 2ire stidbudes i Ia date de rslrsc on ciuv:: Parmi m ci, 'Hd:
scn:'lnt‘aﬂﬁbuﬁﬂs i titre d'options dont Ia prix dexcrcice sera la Justo valenr marchandé: des nouvelles actions
ordingites d'ABH ol 25 %, A fite d’unitfs d'acha d'actions temporairement incessibles, Dans Je présent

RILT, lgﬁ débitrices rémg:nisées sttribveront des options J'achet d'actions et des umités d'schat d'netions
lempomirerent incessibles imminsndnﬁnimmeum.muhmdehtﬁmaionetmmploy&dudhwﬁma
cummrd:hdmdnmbeenme.pomdumomms:tidqwndiﬁmmﬂquél dans be RILT. La forme ot fa
tcucl:rduRlLTﬁgﬂmmntdmnntuppI&nmtduphn[Am : ' .

Régimes d'intéressement & conrt terme

A In dete de mise en mumuudésqnspossiblepar]alc.Al!Hréurganis&:Bdopmummnm
application [e régime d'intéressement 3 court terme de 2010 (e « RICT de 2010 ») et te régime o intéressement
A court terme e 2011 (le « RICT de 2011 », cos dean Egimes ¢ant collecti 1t éaignts les « RICT ») sux
teanes desquels Ies participants pounront recevoir mie prime d'intéressernent cible exprimée sous forme de
pourcentage do saluire de buse de chacun, salaire qui aure €4 rédait avant 1a date de mise ex envre (le « salafre
de base rédult »). Environ 550 emplayés ds direction pournont participer sux RICT, ¥ conmpris Ies six plus hauts
disigeants de llSociéte.Lesbwudiﬁgmwwmmlubmﬁrmpdmed'int&ummﬁbkdew%duwaim
de base en verta du RICT de 2010 o de IW%msﬂﬁmdehucmvmmdnmcrdezoll.lupomumhgs
des primes d'intéressement cible des autres pacticipants aux RICT secont moins €levés, Los RICT rcposeront
entitvement sur o rendement et los primes d'intére: réclement gagnées vateront en fonciion ds I'sptitude
de la Société et des débitrices rforganisées & atteindre [y cibles Eiablics, Aux termes du RICT de 2010, les cibles
damudemeutd:laSociéléiepomnlsnrlenpporlenﬂesouBAHAlﬁd(dédudiunfﬂilcdﬂplienwulsmlitm
du RICT} et scs prévisions des woisidme ot quatritue timesives de 2010, Le conseil &ablim les cibles de
rendement de 1a Société sux 1ermes do RICT de 2011, Les conditions fmportanies du RICT Ggureront daus un
supplément do plan LACE, . '

Récompenae attribude dans Ie cadre dz Io restructuration

Al dae d¢ wmice en euvc, 1 Sociéls adoplera et eppliquera tu programrme do motivation st sur ke
Tendcment visent & récompenser Ies actions et Ios iitiatives favorisant Ia réorganisation fucnicuse ef rapide de s
Sociélé, Ce programme ufﬁ"nhmmimmﬂnbrmdehdimoﬁoamrﬁompmsemcmsmﬁqu:u&au
- dé dela 3 {Iacprimedeml:mctnrlﬁnn:)d‘mvzl:urt.umedeﬁxmi]]iumdedoﬂm.
" Une cinquantaine de mcmbres de )2 direction, cadres supérieurs ¢t cadres qui sont essoatiels au resdement ot 2 1a
réorganisation de Ta Société receviont wne prime de restructuration de 30 % A 100 % de lear salaire de base
réduit, versée cn cepdoes Jorsque Ia protection contre Jes crémciers ne s'appliquera plus, avec 'sutorisation du
conseil d'administration, Les bénéficiaires de la prime de rostmctoration devion: sembonrser ua douzidme de
kurpﬁmapmchnquemoisdml'unﬁ:nﬁmthdﬂedembemmmmemnduqueliknesm:pmsm
service d'ABH répeganisée ou d'une débitrice réorganisée, parce qu'ils ont démissionné on qu'ils onl €18
congldigy pour « molif sérienx ». .

Politiques de fin d'emploi des dirigeants

A compter de I date de mise en wuvre, ABH réorganisée prendra & sa charge lea politiques de fin d'emploi
des dirigeants canadiens et américaing, dans lour forme modifie. Les indemmités de cessation d"emploi peuvent
étre conditionmelles 2s respect de certaines conditions restrictives par les dirigeants, par excmple une clavse do
uon-concurrence. Les principales conditions des politiques de fin d’emploi des dirigeants seront énoncées dans
i supplément du plan LACC.
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Programines de rémunévation ot d'avantages soclaury i Pintention des employés.

Aludatcdemineeuupvm. T'ensemble des ntgimes de retraites, des régimes d'alde sociale, des politiques
d'lr_xdanniuﬁon'et des zutres régimes ot programmes & Pintention des employés des requérantes, v compris Jes
régimes ) prestations détarminges ﬂlur!ghneslcmisaﬁonsdémminﬁuemgimm:dimdesmqn&mu,
mentionnés dans wn supplément dy plan LACC demeureront en vigneur, dans keur version modifife, tandis que
Ies régimes. ot programmes mentionnés dans un sutre supplément du plan LACC, y compris I"ensemble des
:égimunmadmim'hluetnmmugjm&ulmudqmqu&anm (uuandmdisaouéhntappd&sm
pr&enmxu:rﬁgmuderemuedzmmurmuadamg&mapmmdiﬁmmmm
eollectivement appelfs aux Difscates Ies « réglmes dissons des emplayés ») scront dissous o résilies any,

& I'article 365 du Banhnpmyﬂode..ﬁmIadal:denﬁsemcmvm.lmdébi:ﬁmléolgmisaummml‘am .

absalue de dissoudre, d= modifier o dappliquer Jes régimes earcgistrés canadicny, Jes régimes o'nide sociale ot
lasamstégimdpmyamnuil'htcnﬁnnﬂumphy& conformément A leurs canditions et anx lois
“applicables. :

A.cumptudeladz:edcmhecﬁmuw:. les requérantcs et les débitrices Sorgmnisées Stsbliront des
aringrments, des conventions ou des légimesnnuadmilsiblcsetnonagréés(lus « nouveRnx répimes = quj

. prévuimntnomm!mt : 3) que tous [et employés ct béatficiaires actify 3 Iz date de mise en wuvre et qui avaiept

dmitiduprmwnmmmesdmxigunudemitedismhhdmdcmisemoenvm{lnsumpluy&

- LAAC et les instances régies par le chapitre 11 4 1'dgard des régimes de retraite disgous. Las principales

conditions des nouveaux régimes scront énancées dars pa sopplément du plan LACC.

L;Sociéu&pm:‘nauneeminnumhmduésimud;mﬁunonaﬂmisn‘blsummgisu&di:ﬁnmu
'aticle 6,9 du plan amdricain autorise Jes ployé: ndnﬁm'hlua)ifa!mr&ﬂblirlemspruu&ommmms

Les requéranies cstiment qu'il est.dans I'int&rét des employés admissibles et des retraités sdmissibies
d'opter pour un rétablissement de leurs prestations aux termes des’ nouveaux régimes en échange de leur
renonciation aux rédumations RES. Le rétablissement des prestations permet aux débitrices réorganisées de
faire les palements gnj seront dug su fur et b tissure, noe fols levés Ia protection contre les créapcisrs, tout en

£dui les pai o0 £5pd dnsalalwéadalapmwcﬁm.danalnnmmmonilcstmunnéau

20

[ L L EPRT VAN

A Btk vk e vt Vraformt f. =i

PRI T o

e i e




séclamations RRS qui avralt anlrement e droft & raitement adwinistratif on priositaiye,
estiment que les réclemations RRS ©€lyent 4 BU mothe 160 millions de doliam (E dollmmm
e som 70 milions de dolfars sout atibuables aux rotrutés adgsplos ot envinm 30 milljg -

3%aw%sdmhmn&anmwhdmﬁumﬁmm.Cepcndau,lumuvmn:uu i
penvent &tze plus élevés en fonction da régime de retraite dissous applicable dont déconlent l':::ddm::: g:ss
&t du nombre de requémoies tenues de les honorer, Lag requérmates catimeat cn outre P“cuvion § millions de
dollars des réclemations ayraj dmitiuu:“' adnﬂmmoupimimiremvamduuﬁclcsStBonsm
40 Bankmuptcy Code ¢n Pabsence d'un Féteblissement des prestations, Les requérsntes sont d'svis quion
Supposant un (anx d"actuslisailon de 6,75 % et & ouz Ies coployés admissibles ot retraitsy admissiiles optent
pour Je rétablissement, e coft des noaveang régimes pour les débitrices réorganisées tialise pods de 7S millicos
d;doﬂmﬂeslimterquecesonﬂumtmgagésmmdulumpx.mfurdlmcmudul'éch&mdm
prestations, . .

L’exécution par les requérantes, les (hitrices américaines ow ks débitises Téorganisées d'en contrat de
travail, d"on végime ou d'una-poliﬁqne qui n'est pas assimilable & ur régime dissous des employ£s n'anioriscra

toute indication contraire v préssates, tous Iy BYANLAEES BCCOMMEs anx rEMmaités (au sens donné ag iemne refiree
benefis dans Yarticle 1114 da Bankrupicy Code), Ie cas échéant, continueront d'tire versés confaménent gux
lois nppﬁmbluioompterdchduwdemisemceum.

IX. FACTEURS DE RISQUE
EN PLUS DES AUTRES RENSEIGNEMENTS INCLUS DANS LA PRESENTE CIRCULAIRE, LES

CREANCIERS NON GARANTIS VISES DEVRA!ENTWMAWWVEMEWLES FACYEURS
DE RISQUES DECRITS CI-AFRES AVANT DE VOTER POUR OU CONTRE LE PLAN LACC ET AVANYT

Risques lics suplen LACC ef & sa mise en cavre

Le réalisation du plaw LACC et conditi e & Pacceptation des crdamcl non garamtis visés of &
Uspprobation de ta Coar.

Les requéranies exercent lrars activités et shrent lzars actifs sous Ja supervision de Ia Cour depuais le déhut
de la procédare LACC, Avant d'Brre réslisé, e plan LACGC dait d"abord ire: Approuve par los majoritls exigtes
de créanciess et bomologué par la Cour, aprés Penvol d'un avis ot I'sudience de toute contestation, dans
une forme et une encur qoe les requé Jugent satisfal La réalisat du plan LACC est £galement
asstjettic 3 Ia confinpation du Plan américain par le Tritkina) de feillite Rméticain, qui ne sera obienus, aprés
Veavoi d'un avis et Ia tenae d'upe audierce, que 5l toutes Ies exigences par Ia loi sons remplies, notamment si fe
wmmquhduuﬁndmwnmn&cstubmnmplmdemdmmhmrbumhyﬁWNh
copfirmation, vm’r«A:melk;daﬂfm’encﬁnmucﬁumdevazt-e:«Lep!mMCC».

RimncgmnnﬁlqmleplmLACCmnpprouvémmjmil&s exigées i que, 5" est approuvé, la Conr
I'bomologuera, Lo plan amsricain et essjetti & un processus semblable 3 celu] des instances régies par Io
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Section 6,7(d) of the Plan provides that the Debtors shajf file Plan
Supplement 5B with the Bankruptey Court on or before the Supplement Filing Date
setting forth the nemes, affiliations and offices of, and the compensztion propesed to be
paid 1o, the individuals intended 10 serve ns directors and officers of ¢ach Reorganized
Debtor on and after the Effectjve Date. On and after the Effective Date, each
Reorganized Debior shal] be govemed in accordance with the Amended Certificates of
Incorporation and Bylaws or similar formation doéument,

8. Management and Director Compensation and Incentive Plans
aud Programs

Seotion 6.8 of the Plan provides that on or as soon as practicable after the
Effective Date, Rearganized ABH shal] adopt and implement (as applicable) the
management incentive plans substantially in the form set forth in"Plan Supplement 6A to

6B, 10 be filed on or-before the Supplement Filing Date, shall be terminated, and to the °
extent applicable, deemed rejeoted pursuant 1o Section 365 of the Bankruploy Code.

(a)  Long-Term Equity Incentive Plan

On or as soon as practicable after the Effective Date, the Reorganized
Debtors will adopt and implement the 2010 Long-Term Equity Incentive Plan (the
“LXIP™). The Debtors and Reorganized Debtors shall reserve 8.5% on & fully diluted
basis of the New ABH Common Stock for issusnce under the LTIP, Up to 4% of the
New ABH Common Stock may be granted on the Effective Date of which 75% wili be
granted as options the strike price of which will be the fair market value of the New ABH
Cominon Stock, and 25% will be granted as restricted stock units. For purposes of
section 6.8(a) of the Plan, the fair market value of the New ABH Common Stock means
the average of the closing trading price of the New ABH Common Stock during the thirty
(30} day period commencing with the first day on which the New ABH Common Stock is
listed on the New York Stock Exchange. Pursuant to the LTIP, the Reorganized Debtors
shall deliver certain stock options and restrietsd stock unit grants to centain directors,
members of management and other executive employces on and afier the Effective Date,
in such amounts and pursuant to such fenms as sef forth in the LTIP. The form and -
substance of the LTIP will be set forth in Plan Suppiement 6A, to be filed on or before
the Supplement Filing Date, and shall be reasonably acceptable to the Creditors
Commitree.

(b) Short-Term Incentive Plans

: On er as soon as practicable afier the Effective Datc, the Reorganized
Debtors will adopt and implement the 2010 Short-Term Incontive Plan (the “3p10 STIP7)
and the 2011 Shert-Term Incentive Plan {the 2011 STIP" and together with the 2010
STIP, the “STIPs™ pursuant to which participants shall be eligible for a 1arget incentive
award expressed as a percentage of the individval’s base salary as such salary shall be
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reduced prior to the Effective Date (the “Reduced Base Salary™), Approximately 550
management ecmployees will be eligible for pesticipation in the STIRS, including the
Company's top six senior executives, Senicr executives will be elipible for a target
incentive award of 50% base salary nnder the 2010 STIP and 100% of base satary under
the 2011 STIP. The target incentive payments for remaining participants under the STIPs
will be 2t a lower percentage fevel of payment. The STIPs shal! be entirely performance-
bascd, and actual earned incentive awards will vary depending on the Company's and
Reorganized Debtors* ability to achieve the established targets. Under the 2010 STIP,
the Company will base performance targets on the Company's actual EBITDA {net of
any STIP payment) against its forecast for the third and fourth quarters of 2010, and
targets will be determined in consultation with the Creditors Committee, The Board will
determine the Company’s performance targets ender the 20) | STIP, The material terms
of the STIPs will be set forth in Plan Supplement 6A, 1o be filed on or befors the
Supplement Filing Date, and shalf be reasonably acceptable to the Creditors Committee.

{©)  Restucturing Recognition Award

On and effective as of the Effective Dote, the Company will adopt and
implement & performance driven restructuring recognition plan designed to reward
actions and initiatives contributing to a succassful and timely rcorganization of the
Company, by providing selected members of management with ona-time cash emergence
awards (2 “Restructuring Recognition Award") in an agpregate value of approximalely
$6 miltion, Approximately $0 executives, senfor managers and managers, who are
critical to the Company's performance and suecessful rearganization cfforts, will be
sclected to receive a Restructuring Recognition Award equal from 30% to 100% of the
recipicat’s Reduced Base Salary o be paid in cash at emergenee upon approval by the
Board, Restructuring Recognition Award reciplents will be required 1o repay 1/12th of
. their award for each month during the one-year period following the Effective Date they
were not employed by Reorganized ABH or a Reorganized Debtor, if they either
voluntarily resign their employment or are dischavged by their employer for “cause.”

(d)  Executive Severance Policies

On and afier the Effective Date, Reorganized ABH will assume, as
amended, executive severance policies for U.S. and Canadian exccutives, respectively,
Severance benefits may be conditicned upon the exscutive’s compliance with certain
restrictive covenants, including non-compete restrictions. The material terms of the
executive scverance policies shall be set forth in Plan Supplement 6A to be filed on or
before the Supplement Filing Date, and shall be reasonably ecceptzble to the Creditors
Committee.

9, Employee Compensation and Benefit Programs

Section 6.9 of the Pian provides that as of the Effective Date, all of the
Debtors* existing pension plans, weffare benefit plans, severance policies and other
employee-related plans and programs, including the Debtors® existing U.8. qualified
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dcﬁn.ed c._nnh-ibution plans and Canadian registered defined benefit and defined
contribution plans, set forth in Plan Supplement 7A, shall remain.in effect, as amendcd,

compensation and benefit programs assumed by the Debtors set forth in Plan Supplement
7A shall be reasonably acceptable to the Creditors Committes,

. Effective as of the Effective Date, the Debtors and Reorganized Debtors
shall establish non-gualified and non-registered plans, agreements or arrangements (the
“New Plans™) pursuant to which, among ather things, {a) all empioyzes and beneficiaries
in aclive status as of the Effective Date who were entitied 1o benefits under any
Termineted Retirement Plans as of the Effcctive Date (the “Eligible Employees™) will be
eligible to receive benefits under the New Plans substantially simiar to those bencfits
available 10 such employee under the Terminated Retirement Plans, to the catent thereof,
provided, however, that: (i) all defined benefits available under the New Plans will be
{rozen o5 of the Effective Date; and (i) the Eligible Employee must waive and forfeit any
and all Cleims the Eligible Employes has or may have In the CCAA Proceedings and the
Chapter [1 Cases in respect of the Terminated Retirement Plans; and (b) all retirees,
beneficiarics and-deferred vested participants, as of the Effective Date, under the
Terminated Retirement Plans (the “Eligible Retirees™ will be eligible to receive benefits
after the Effective Date substantially similar to those benefits avaitable to such Eliglble
Retiree under the Terminated Retirement Plans 1o the extent thereof, without retroactive
adjustments; provided, however. (i) that the bencfits available to each such Eligible
Retiree under the New Plans shall be 10% 10 35% lower, depehding on the -applicable
Terminated Retirement Plan, than the benafits available (o the Eligihle Retiree under the
Terminated Retirement Plans at the Yime of termination thereof, (ii} the benefits available
1o each such Eligible Retiree under the New Plans shel? be subject to an annual per
participant cap on benefits in the amounts ranging __fmm §40,000 10 $50,000 {in the
apgregate) in the case of defined benefit Terminated Retirement Plans and carresponding
caps in the case of defined contributian Terminated Retirement Plans, depending on the
applicable Terminated Retirement Plans, this annual cap being further reduced by any
secured penston benefits received or to be received in respect of the Terminated
Retirement Plans; and (jii) that the Eligible Retires must wajve and forfeit any and all
claim such Eligible Retiree has or may have in the CCAA Proceedings and the Chapter
11 Cases in respect of the Terminated Retirement Plans. The matcrial terms of the New
Plans shall be set forth in Plan upplement 7A and shall be reasonably acceptatble to the
Creditors Committee.
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The Company sponsors a number of separate non-qualified and non-
,registered plans. Section 6.9 of the Plan allows Eligible Employees and Eligible Retirees
1o either (a) reinstate their benedits under the New Plans as modified and waive any
Clakm on account of the Terminated Retirament Plans (such Claim, 3 “SERP Claim™), or
{b) retain any SERP Claim and 1o the extent such SERP Claim is Allowed, receive any
distribution to which it is entitled under the Man. Eligible Employees who retain their
SERP Clrims may be eligible for berefits under the New Plans, but without receiving

any credit under the New Plans for any benefits acerved under the Terminated Retirement
Plans. .

The Debtors believe thet providing Eligible Employees and Eligible
Retirces with the option to reinstate benefits under the New Plans in exchange fora
waiver of their SERP Claims is in the best interests of their respective estates. Reinstating
benefits allows the Reorganized Debtors to make paymeats over time as'they come duc
post-cmergence and reduces cash payments at emergence 10 the extent any SERP Claims.
are waived but would ofhiérwisc have been entitled to administrative or priority treatment.
The Drebtors estimate that spproximately at least $100 million of SERP Claims (U.s.
Dollar Equivalent) may exist against the Debtars, of which approximately $70 mitlion are
attributable to Eligible Retirees end approximately $30 million are attributable to Eligible
Emplayees. The Plan provides that bnsecured recoveries for Claims against individual
Debtors liable under the Terminated Retirsment Plans range from spproximately 3% to
48%. However, recoveries on SERP Claims may be higher depending on the applicable
Terminated Retivermnent Plan under which the SERP Claims arlse and the number of
Debtors fiable for such clzims. In addition, the Debtors estimate that approximately $5
million may be entitled ta administrative or priority treatment under sections 503 or 507
of the Bankruptey Code if the reinstatement option is not chosen. The Debtors estimate
that the cost of the New Plans to the Reorganized Deblars, assuming 2 present value
discount rate of 6.75% and firther assuming that all Eligible Employees and Eligible
Retirces elect reinstatement, totals approximately $75 million. Notably, such cost is
incusred over time as benefits come due.

The Debtors* or Reorganized Debtors’ performence of any employment
agreement, plan or policy that is not a Terminated Employee Plan will not entitle any
person to any benefit or alleged entitlement under any policy, program, or plan that has
expired or been terminated before the Effective Date, or restore, teinstate, or revive any
such bencfit or alleged entitlement under any such policy, program er plan. Nothing in
the Plan shall limit, diminish, or otherwise alter the Reorganized Dehtors’ defenscs,

“¢laims, Causes of Action, or other rights with respeet to any such contracts, agreements,
pofities, programs, and plans, Notwithstanding anything to the contrary contained
herein, on and afier the Effective Date, all retiree benefits (as that term Is defined in
section 1114 of the Bankruptey Code), if any, shall continue to be paid in accordance
with applicable law.
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ANNEXE II

Plan d'afFaires



abitibi '
bowater &

AVIS DE CONVOCATION ET
CIRCULAIRE D'INFORMATION
PORTANT SUR [N
PLAN DE REORGANISATION ET DE TRANSACTION
DEPOSE EN VERTU DE LA
LOI SUR LES ARRANGEMENTS f} gfg I.Ei )CRE‘ANCIERS DES C’OMPAGMES

DE LA LOT CANADIENNE SUR LES SOCIETES PAR ACTIONS
ET DES AUTRES LOIS MENTIONNEES
DANS L’AVIS DES OPERATIONS DE RESTRUCTURATION
VISANT ABITIBIBOWATER INC.
ET SES FILIALES ENUMEREES A L*APPENDICE A DES PRESENTES

—BT-
PLACEMENT DE DROITS

D*ABH REORGANISEE A CET EGARD
Le 2 acit 2010

La présente circulaire d'information cst distribuée sice créanciers de certalnes fliles d’AbitbBawater
Inc, énumérées ' Pappendice A, par ces entités ¢t AbitibiBowater Iuc. ou en lenr nom, relstivement aux
assernblfes convoquées pour délihfrer de la réorganisation et de la transaction qu'elles proposent,
assemblées qui anrgnt Ueu & 18 b (heure de e 14 septembre 2010, au Hilton Moptréal
Booaventure, 900, me de la Gauchellire Ouest, & Monl:rﬁl (Québec) HSA 14, Canadn, et d'an placernent
de drdits 0 ABH réorganisée i cet égard,

Ven:ﬂez prﬂulﬂ cmsmimm sans délai des priseats di fs. Veulller lter vot conseillers
profe & leur contemx. Si vous aver des quesrions au Sujet du vote, du placement de droits
o a“aum: Jformalités ou st vour souhaller vous procurer des copies supplémentaires des présents documents,
veuillez communiquer avee Emst & Young Inc., qul agit & titre de contrdleur, au 800, boul. Rend-Lévesque
Cuest, bureau 2000, Montrdal (Qudbec) H3B JX9 Conada (& atiention du contrdleur d'AbitibiBowater Inc.,
etal), numéra de télécopieur ; 514 8793997 et numéro de tééphone sans frals : ) 865 246-7859,




APFENDICE G
PROJECTIONS FINANCIERES o

Aux termes de Falinéa 1120(a)(11) di Bankrptey Code, notamumeat, Ie tribunal de failfts américain doi
déterminer gue la ratification du premier plan de rSorganisation conjoint modifi€ aux termes do d\tpi;zml [dgx:
Bankrupicy Code en date éo 24 mal 2010 (i « plan », dang s2 veeslon éventoellement modifiée ou complétée, e
cas éc!:éam. conformément & ses modalités) e sera vrzisemblablement pas suivie de la Hquidation ou de Ja
nécessité d’effectuer wne nouvelle réorpanisation financidre des G&bitrices on des sbecstsenrs des ddbitsices en
vertu dy plan. Cette condition est souvent désignéc ha « faisabilité » du plan,

Afin dedétcmuncrsx Iz plan est conforme & cette cxigence, les couseillers fnanciers de Ia Société ont analysé a
capucité dey débitrioes de respecter lears obligations e vertu dn plan, Dans Iz cadre d= corte analyse, les
débitrices ont €abl les résuliats financiers projetss consolidés pour chacun des exercicea s terminant les
31 décembre 2010 2 2014 Inclusivement. Ces projections financidres, aingi que les hypothases sor Tesquelles eiles
Teposent, 56 MpBvest en annéxs A titre informatif. Se rep &Y« article VIII, section B, Stastory Requirements
Jor Confirmation of the Plan in Chapter I} Cases— 3. Feastbility » duplan.

Les projoctions finavcilres dofvent Eue lues avec les hypothibses, les rserves et Ies explications contennes dans
le document ¢’information et ke plan dans leur totalité, minsi que Jex &fats fonaciers consolidss antérieurs
{y compsis lex notes ef les tableaux y afférents) cf les nures renseipnements financiers mentionnés dans le
Tapport amnuet d'ABH sor formulaire F0-K pour I"exercice terminé Ie 31 décembre 2009, comme: modifié, et
Jes nntres rapports déposés par ABH auprés de |a SEC avant I'epprobation dn document d'informstion par le
tribupal de faillite américain Les documents dépotés peuvent dtre consuliés sur [e site Web de la SEC, 4
I'adresse hupifiwerw.sec.goy,

Les débitrices ont prépart kes projections financidnes en s"appuyant, entre mrtres, sur Iz simation fnancitre of Jes
résultats d"exploitation futurs prévos des dfbitrices réorganizées (comme définies dens Jo plan ot le plan ¢n verin
de I LACC). Lez débitrices ve publient pas systématiquement lews plans &'affaires, lows stratégics, leurs
projections cu Jaurs prévisions en matidre de réemitats d"exploitation ou de situation finsacitre. Bn conséquence,
les débitrices o fes dEbitrices réorganisfes n'ont pas Pintention de mettre & jour ou de réviser sutrement Ies
projections financires, on d'inclure ces renseignements dans des documents &potés anpris de la SEC ou, par
aillears, de repdre publics ces renseignements en raison d’événements survenant gu de circonstances prévalant
aprds la date du docament d'information, ou 6"événements non prévus, mbme 2'il sdvensit qu'une partie ou la
totaljté des kypoth2scs sous-jacentes 36 révilent erondes. .

LES PROJECTIONS FINANCTHRES N'ONT PAS ETHE ETABLIES AFIN DE SE CONFORMER AUX
1JGNES DIRECTRICES EN MATIERE D'INFORMATIONS FINANCIERES PROSPECTIVES PUBLIEES
PAR LE FINANCIAL ACCOUNTING STANDARDS BOARD. LES EXPERTS-COMPTABLES
INDEPENDANTS DES DEBITRICES N'ONT NI EXAMINE NI COMPLE LES PROIECTIONS
PINANCIERES CI-JOINTES. PAR CONSEQUENT, ILS NEXFRIMENT PAS D'OPINION ET NE
FOURNISSENT AUCUNE AUTRE FORME D'ASSURANCE A L'EGARD DES PROJECTIONS
FINANCIZRES, N'ASSUMENT AUCUNE RESPONSABILITE QUANT AUX PROJECTIONS
FINANCIERES ET NIENT TOUTE ASSOCIATION AVEC LES PROJECTIONS FINANCIERES. SAUF
AUX FINS DU DOCUMENT D'INFORMATION, LES DEBITRICES NE PUBLIENT PAS LES
PROJECTIONS FINANCINRES CONCERNANT LEUR SITUATION FINANCIERE PREVUE QU LEURS
RESULTATS D'EXPLOITATION. A MOINS QU'UNE DISPOSITION DU PLAN OU DU DOCUMENT
D'INFORMATION NE STIPULE LE CONTRAIRE, LES DERITRICES N'ONT PAS L'INTENTION DE
METTRE A FOUR OU DE REVISER AUTREMENT CES PROJECTIONS FINANCIERES BN RAISON
D'EVENEMENTS SURVENANT OU DE CIRCONSTANCES PREVALANT APRES LA DATE DU
DOCUMENT D' INFORMATION OU D'EVENEMENTS NON PREVUS.

LES PROTECTIONS FINANCIRRES, BIEN QU'ELLES SOIANT PRESENTEES AVEC PRECISION SUR LE
PLAN DES CHIFFRES, REPOSENT PORCEMENT SUR UNE SEREE D'ESTIMATIONS ET
D'HYPOTHESES QUL MEME SI ELLES SEMBLENT RAISOMNABLES AUX DEBITRICES, PEUVENT
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ETRE DEFAVORABLE, LES PROJECTIONS FINANCTERES NE REPRESENTENT DONC PAS UNE
GARANTIE OU UNE AUTRE FORME D'ASSURANCE A L'EGARD DEs RESULTATS RERLS, §&
REPORTER A L'ARTICLE %] DY FRAN, « CERTAIN RISK FACTORS To BE CONSIDERED » ET A L4
RUBRJQUErFACTEURSDEﬂSQUE»DEL! FPRESENTE CIRCULAIRE. ’

S
AFIN DE DECIDER §'ILS DOIVENT VOTER POUR OUF CONTRE LE PLAN ET LE PLAN EN VERTU DE %
LA LACC, LES THULAIRES DR RECLAMATIONS DOIVENT S FORGER LEUR PROPRE OPINION %
SUR LE CARACTERE RAISONNABLE DE CES HYPOTHbGe ET SUR LA FABILTE pes 74
FROTECTIONS FINANCIERES, ET LS DEVRAIENT CONSULTER 1 oUp s PROPRES CONSEILLERS, by

—

Projectons fimancidres
La Sociéts! a drest le bilaa pro forma, lebnmprux‘ﬂé.l’ét:xdesrémltmmjaesuran des flux de
trésoretie: projetés d'ﬂﬂﬁwxmh&,ﬁuﬁquemémbﬁnmﬁmmujaﬂd“qdebmhu(tn-cﬂp»
dans la prégents zanexe), de Bowater (« BY » dang Ia présenic annexe), deBowwNmsprin:Snl.lh Operatiogs

" Dans les peojections financitres, tous des mogt =ont libellés en dollars américains, & moins d'indication
canu-ahu.um.mcn..mmmupmmmwugwmmhémum

1, Conventions compiahles

hilisarion des ", g i
{x ASCx) 852, Reorgonivations, du Financial Accounting Siandards Board {«FASB ») (« FASB ASC BSZ'
000t pas €16 appliquées formellement sux jections financidres. Bn outro, 1es activites ef les flux de mésorerie ;
de 2010 de 1a société remplacée (du 14 janvier 2010 jusqu'a 1a dats d'application ou datc de mise mauvic)cide Wi
1a nouvelle société (de la date 'application ou date de mimentxuvra]r&uméejusqu'm 31 décembre 2010) sont B
combinés aux fins de présentation Comparative, de sorte A présenter un exercice eotier,

! Lrsmtmuuminmmndérmkanptﬁxutudoivemmvnirlesennquileu:esrdomé.leméuh&ht.
dans le document d'infermation on I plan, selon Is cag, .
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2. Hypothéses pénérales

@) Méthodolopie - Les projections financitres consolidées onl é1é prépartes par Ia dicects :
prévisions &"explofation dzmillécs dé 1a Sociéts de 2010 & 2014, Leg projectio]:: :iinnme-:: ne:n?m Sorles
dw_:;_s nm:ms.smtﬁgiqucs ot initiatives de restucturation, notamment Jes décisions relatives j hmt Complz de
n(.:tm!é: des usines, ls mtionalisation des cofits fndi et d"sutres initiatives mises en o Tedtotion dés
d"application on date de mise ¢n czavee (comme définde dans Ie plan on vests de Ta LACC, - - 20 1t date

b} Exécution do plan — X est tenut pour acquis dans les projections itres raprii
de emlse en czuvrs sera e 1 octobrs 2010, Froerions financiéres qu I date 'appleaion ou date

¢) Context macrofconomique et sectoricl — Les projections financitres ondées " onisd
direction concemant Ie jerr de I'offic of ge In damndsm les merchésy nord-a:;:;n el m;‘mn:nmdc "
'Suldﬁhypomémquiendéwnlmtmnmmﬂupﬁx.lmlmde. duction et les ch d,m;:
incanis importants des principales catégorics de plltes ct. de pepiers que Ia Sociét produit, Les points do vips g
Iu ditection sont en partie fondés sur les prévisions de RI$1, fournissenr d'information &"evant-plan du gecteiar
mondial des produits fi iers, ct des analystes L Ters de Wall Street, selon ke cas.

d) Teaux de change — L teux de change entre 18 dollar canadien et X dollar américain appliqué est deDSR 5
pout Ie seste dc 2010, o baisse 3 D98 $ pour 2011, 0.96'S poer 2012, 093§ pour 2013 e1 0,91 $ poor 2314, Le
8 juillet 2010, Is taux d= change entre le dollar canadien et le dollar amfricaln s'élevait 3 095%. Eh:.;ue

veriation de 0,01 § du taux de change entre ie doflar capadien et ke dollar américain entralne ure variation'du

BAIIA projeté de la Société de Yordre de 15 4 20 millions §,

3. Bilan projeté en 30 septembre 2010 et bitax pro forms d’ABB réorganivée

Le bilan projeté au 30 seplembre 2010 a 416 dressé & partir du bilan vEiBE réel da In Sociéts an 31 -décembre
2009, ajust en fonttion des résultats J'exploitation projetés par 1a divection potr la piriode du 31 détembre
2009 au 30 scptembre 2010. A 1a date d*application ou date de mise en uvre, les résultats réels pewvent diveiger
en raison d'un éventail de factears do risqus, abordés & I'rticle VI du document d'informaiion:: Doy

"~ ajustements pro forma confermaes & I'exécution du plan et du plant en verns de s {ACC ant envuite &6, edtosinds.

pour bltir le bilen pro forma d'ABH réarganiséc an 30 septemibre 2010. Bn outre, Je bilan pro forma d'ARE
réorganisée 16 tient pas compte de la mize en o officielle de b comptabiisation des réorganisations dux
termes de 12 norme FASB ASC 852, Les sjustements pro forma estimatifs au s de Ia valeor des eapitaux
propres do 1 Sociéts, de ses actifs ou de ses passifs eox termes de la norme FASB ASC 852 apids-fi
réorganisalion scront fonction de 1a juste valeur des actifs of-pessifs A I date d"spplication ou dete de misé-en
euyre. *

Comme il est plus amplement décrit ci-aprés, Te bilan- " ABH réorganisée tient compte de la structure du
capital pro forma &' ABH réorganiséo & 1a suite de I'exfoution dn plan et du plan en verty de In LACC. Plus
précisément, et conformément anx besoins en financement de sortie de 1a Sockéts, le bilm d'ABH réarganisée
suppase que la Sociéts sura une dette 3 fong terme pro forma J'environ 1,5 milliard $ composte &) d*une facilité
dc financement de sortie du prit & terme d'& peu prés 700 millions $ conume il est plus amplement décrit 1
Panicle VLE do document 'information, b) de billets conventibles de 500 milijons $ émis dans 1s cadre dn

placement de dioits, il et plos 2xmpl déerit mux anticles LF ot VLE du document d'information, et
c) d'une autre dette d'environ 250 millions $ sc rapportant principal A la detts ile de ihes des
filiales de 1a Sociéte. De plus, 1a SocistE prévoit que la facilits de B t de sortie adosste A des actifs sera

iautilisge A havteor de 500 A 600 millivas § 3 1& date d"spplication ou date de mise en ceuvre, La structare du
capital pro;forma de 1a Soci€té peut changer selon Ja conj ¢ du marché en ce qui a trait sux ciforts de
mebilisation de capitaux de 12 Socifts, de son rendement 4'exploitation et des aotres sources de trésorede dont

elle peut disposer, ,
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Bilan pro forma A’ABH réorganisée .

n-‘ &-& "J 4 g‘m“
£n millions § U, o ind : 10 W TR St coopidie Mupeola
ACTIF ~
Actif homrt tome = ., ., ...,

Trésorerie et Squivalents 4INs  QIms 00— - 1508
Dibiteurs .., 0.0y, — —_ —_ - — 879
Stocks, montastnet .. .. — —_— — _ 588
Autres »ctifs 3 court termo —_ = — — 121
Tolal de Pactil & court terme , “1s (1381 — —_ 1738 %
Immnhdmummwdh,mmnum — - —_ (11196 26443
Peant d'sequidition ......... - — —_ 53) -

Aclifs incorpocels, montant net . —_ —_ - @11 —

Autres actifs & long terma . ., ..., 70 —_ —_ [21)] 3%
Actifs de 1a calsse de rotraite . — - — — 149
TotabdeFmetll ooovvininiciinniiiiinianeen. G928F (9% (13518 —_— (15308 49078
PASSIF

Pmﬁnomlﬂmncfmmpul‘ohjetdu

ml‘:mi.

Créditetrs £t charges 3 Payer ....o.ov... PR 7% -— — - - 257 %
Ernpmnubamuulwmm rereseen 456 {456) — —_— —_ —_—

Fi do débj k 206 £206) - — — —

lethésmmﬁdemblhmh aas 35 - _— —_ —_ 35
Reéclawsations sdminlstrmives ..o voeener-en . [eE)) — — -

Total da pagelf h coart Lerrse ne falgant pas

Tobjes de trangacllons ...vviviinrenoana.. . 1173§ (T2 36 -— —_ s
Dett e faisant pas Fobjerde tansactiond oo o oo e 1099 (837 - -_— - 241
Obligations lifcs mux prostat] ﬂ-mnm '

mn-auvmgnpos&unll‘mplﬁ —_ _ —_ o — ml
Avtros passific 2 Jong LEIN8 .o vse vy eina 55 —_ -_— — - 55
Farilitfs de financement de sortie . ... ....... _— 1191 - —_ - 1191
Passifs Iaisant I'gbjet de tramactions (E) : '
Créditzyrs falsant V'objet de ranasctions ..., ..., 251 - - @D, - -
Contrats avee In Bt direction rejetés faisant I'objer

de tansactions ....uu.e.. Pessrasnsarassanes 846 —_ -—_ ©46) - -
Obligaticas liéca max p foms de retmice et aux \

Bylres avantages posibricors & I'emploi fadsant % .

Fobjet de bansactions « v visivsraersnanannian 9 - — G - -
Réclamations des eroployés el suiras passife fairant .

I"objet de trancactiond . .veyvevnveiiorsrnsanas 663 - —_ (663) - —
Deuie de tiexs faisant I°ohiet de transactions . . ... ... 5635 —_ = (5685) -, —
Total des pawdfy faisant I'objet de transactions ... 76365 2 — - (76368 — —
Tobal g PREKH o vvus vsrnnieceieranianaeianss %425 (9% (¥ QpuEs  — 2208
Capitanx propres (capd pres ofatifs) ... 31338 —_ — T245% (1684)% 2422§
Part deg actionnaires sane confrdle v uuusveinnny. _les _— = _=_ _ 145 248%
Total du parif et dos capitace prOpres ......... S:ES  MUS (3B — 5 A5 49078
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Nowswbmnmfomd‘mﬂmm' .

A Repr&mubpmduitdnﬁnmﬂssmﬁeobﬁmrdaﬁmilaﬁndeﬁmm'
clu;ﬁue_u’:‘tdehprocedmmvamdchucc.ﬁnsithmbommmdumdmﬁ
¥ compris les réclasations beces ios de B "
1ra:hmadmswﬂmdefacilit&sdu‘néﬁtdcdébilmr-expluihm.lﬂréc!mﬁm garantics dupitmm;

B Paimentslcﬁmnmwmpmtmxmmuduplmetduplmmvmdehmctycompisle
paiement des réclamutions sdministratives, i Jes honorah 1] §
Dty o it Sy qul comprennen oraires et les réclamations ea verty de

C  Découle de Panonlation ou du rétablissement de passify restants ayant fait }'objet de transactions sux termes
du plan et do plan en vertn de Ja LACC, ! .

D Représentent des ajostements Slustratify spports & In valeur comptable efin de refléter In valour des
capimnmumfomdehsodﬂé.mljusmnllnvalmmmpubleappmdmscehﬂmpm
Imd'ﬂﬂﬁwggﬁséemd&mulmlpudul'lppﬁnﬁm formelle de 1z norme FASB ASC 852 en
muhedacompuﬁhnﬁmdurémpﬁnﬁwd'mqepimhsdmmdéﬁm&ﬁmmfowﬁmdeh
justeva]mrdun&faetdupusxﬁsilldmwlppﬁaﬁmmdlhdemiummupum&mirum
incidence sur Qifférents :ﬂou:@pm du bilan ou diverger considérablement des valeurs présumées dens Jes

E  Le montent des réclamations est conforme 26 plan et au plan en verte de s LACC, selon Ie cas,

4. Etnt des résultats projeiss 'ABR réorganise

. e — o} pour les T
Zuet e résultats prafetés A réorymsisés Sldérombre 31 décembee
en pullions $ US, saxg Indica iy 210 (2%‘5; WIE WLE  WOE  20ME
Veatea ., ........, rernasrirna treremencancevana 1222% 4663% 5M1% 54508 54165 5474 %
Coft des produits vendus, avant amortissement f cofit -
duboiSrEcoté . ..usueenn.. .. U RO Q18 (3651 3793} (3841) (3829) (3826
Amortissement et cofit du bols récolté | . [(] (465) (272f (279 (285 (92)
Frais de distibution ........ renen . (4D (544 (563) (568) (5W0) (572
Frais de vents et d"sdministration ..., 41) {168) (146¥ (139) ¢135) (139)
Gain pet & la cession d'actifs .. ......... — 55 — — —_ —
‘Béaéfice (perte) d'explotiation . ... SB$ (L0 568% 653§ 5978 6538
; Charge d'inléedts ,....o00neiuus P .. (42) (381) (166) (166) (166) (162}
3 Produit d'intérbty ..... R Nerescrarrrtanaares 1 6 g 17 a5 - 37
;. Bénshices des socictés de personnes (placements co
3 HOHONE) .. .o ieiie i iiaanana rerrnrnees v [V} 2y 7 3 10 16
1z Bénéfice avant kes Séments és i 1
Ty réorganisation, Iz chavge d'kmpdis ot 1a part
b § . duadbnnl?'umsmﬂle...........‘. 175  (488)5 4185 S11§ 4678 538
i Eléments liés & In réorganisation, mOStantdet .. ... . W a4y - = -
I t 1a chasge d"imp5its et Ia part deg
) i B‘ﬁmmmuutfnf;...ff ....... 138 {(620)5 41BS 511% 4675 5365
5 Economic (charge) d"imphts TSRS [el)] 199 (8% @ (51 (62
: Perte pette lide (bénéfice net E&) A 1n .
acﬁnnnahuxmmnn':la ......l?'.‘f..“........ 2) 3 3 A 33 G
" RESUMALICL .. 1uvaenniissierssnnnnncenns (2008 (4Z7$ 205% 3¥7$ 3gs$ 4458
3 a5




T P—

b) Coir des imv:udns—hcumdespmduiuvcndna.ycompri;lufuisdedistribﬁon.dcmil
Tepréseater environ 89 % des veateg en 2010 & s"améliorer, représentant quelgne 80 % des ventes d'ici 2014,
smtnuxennisondel'mgmmnﬁmprévuedehdmmdedumncbéetdupﬁx,ﬁnsiqmdrséeommiu
obtemues grice aux réductions négocites des cofits de makn-d"ceuvre,

) Fnisdevmmetfrai;gén&nuxelldmhﬁxhﬁfs—w&ﬁsdcvmwuﬁaisﬂnﬁnuﬂadminkmﬁfs
devrajent Teculer & 132 millions de dollars, oit 2.4 % des ventes ea 2614, en regand de 168 millions de dollars,

d) Résultal net ~ Lo résultar net devrait s*améliorer, la perte de 2010 devenant on bénéfice net 3 compter
de 2011. Les améliorations proviendrant de 1 restucturation du eapital, qui fera baisser Ia charge dintéréts,-de
méme que des réductions de cobts et da )’ g tion de 1a dk de di e et des prix, Ces améliorations
devraient Ece anaulées en partic par [a hamsse de I'inflation ct des charges liées aux produits de bass.

¢) FElfmeodits il xéorganiration — Les &léments liés & fa récrganisation do 2010 comprennent des honotaires -

r&uduﬁmﬁ&dnwm&iﬂmmﬁpﬂu&ﬁm!hmmﬁnﬁmd&&mmm
amih:ab!uihproe&dw:mm%edeftiﬂiteuihm!ﬁlmmﬁmducapilnlqnim:émlmC: montant exclut
lnslinsoupenuli&il'cx&acﬁmde!addwdlhr&!\galmﬁmdeancﬁfsetdupas:i&sdnnhnﬂhodcdch
fusion & 1a juste valeur, . 2”

) Churge dintérits - Dy quatridme wimestre de 2010 jusqu'a 2014, les projections de Ia ¢large d'intérs
Feposent sur Ia stoture du capital sﬁmaﬁvcdellSodﬂésuivmtluﬁnde]aprmequnidcwﬂtmexﬁ:lc
1= ogtobra 2010, La charge d'intérits de 2010 avant Ja date d'zpplication on date de mise ea cavre repose sur les
intérkts présentés dans les étatg ﬁuancimdehSociﬁlAaup:cmi:rh’imsmdnmm.q\ﬁmnstimemunc
uﬁmﬁonselonluPCGRpa;mpp'ﬁﬂllndmdehsoci&émnplm&puuhp&iod:dul'lvrujusqu'i]l
date d*application, . -
g} Impdts sur les bénéfices ~ L'scomomic (la charge) d'implts sur les bénéficos a €16 calculée sclon une
pmjxﬁondunmd'impoﬁﬁmmimpuhloilppﬁcnhk‘damlupaysnh lnSnciétéc:uvaanuiat_mit
aux sctivits mraéricaines, lo tenx d“imposit Tl prfsumé est do 35 %. Les impbis fatiques ont ‘4ié
considérés comme néglipesbles pour la plriode des projections, Pour Jes Activitéa canaditnnes, le taux
d'impmiﬁonﬁdﬁﬂmﬁum&utde”%mmlﬂ. puis diminoe & 28 % en 2011 et b 26 % pour chacunc deg
années suivantes de Iz période des projactions,

Le bénéfice imposable aux Fiats-Unis cst ajusté iisbaimepaurchaqueaméedehpédodcdupmjecﬁuns
en misan de Putilisation d*attributy flscaux disponibles aprés Ia fio de Ja procéduye qui ont été Pedservés price
auxaﬁmsdcplaniﬂe-ﬁmﬁsmhdclaSmiﬂé.Lunlnibnuﬁnnuam&imimdkpom‘bhsnpr&shﬁudch
pmﬁmcmhmmd'uphhhlsmenapim leg crédits d’impdt, les placcments cq
actiong dins des fliales et les immobilisatinns porelles, G ampie: de la dimizstion des atributs readus
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La bénéfice impossble sa Canada est nul pour chagque aniée de la jode des projections, tme foi
comple Putilisation des aibibuts fiscaux disponibles spais Ia fin de I g:oédurc. Ces attributs ﬁﬂfr: m
conple de la diminution des atribuls rendue nécessaire par Iz libération ds Ja detle anx teimes do plam on verta
de 1a'LACC. TIs comprenment essentiellement 1a fraction non amortie du cot en capital (« ENACC ») ¢, dans
- un;g;}:ndtr:l mesnre, leg pertes neties d'exploitation et Jes dépenses da rechencho scientifique ot développement
X N

. Toutss Je projections do patwe fizcale roposcat aur kes {lux de wrésorcrie utilisés par Blackston dans son
Evalostion de I'cntreprise de la Sociét€ et prennent eq considéction Ies estimations des auributs fisceux fournies

par les débitrices et leurs conseillers fiscaux.

5, Blens profetés d"ABH réorganisée

Les bilang projetés 4'ABH rforganisée présentzent Je# projections li€es 2 ka situation financitre de 1a Snclﬂf..
tenant compte du bilan projet£ an 30 ssptembre 2019, de ls réorpanisation propoéte ot des ajustements o forma

de Ia section 3 8"y rapportant, Les bilans d"ABH réorganisée

d"exploitation er de flux de trésoresie pour la période des proj
Bitlam prrojesd S*ABR réorgsisfs Froforms L
en millions 3 US, soad indiocri 010 2019k WK I HBE  WAE
ACTIF
Actif & conrt temne
Tiésorerie et Squivalents . 1508 3008 GI8S 10705 15788 21043
ST o S B9 372 980 1014 989 1017
Stocks, montant pet 588 608 621 620 61E 617
Avtreg actifs A contttemme . ovvvaneirincaninaany- 121 115 115 115 115 115
Total ¢ Pactif ik court1erme ...vvvoviirnnivannse 17384 1895523355 28204 33008 3854 §
Immobilisations carporelles, montantaet ............ 26445 2582524205 22665 20968 19208
Placements not consalidds .........viiiiiiiiaias 66 65 65 6 70 5
Aptres actifs 2 long lerms . verraeiaeaan k151 306 269 260 250, D244
Actifsdelacaisse de retraite . ..oovvvvnnvinnes eren 149 139 227 297 37T 453
Total de Paetif ........... tamsestsmerrr i na . 49075 50085 S3I6S 57098 60M S 65458
PASSIF FAN
Passif & covrt terme ne faisant pas Fobjet de
transactions : c
Créditeurs ¢t antres charges & payer ..... . . L29TS  4mS 485 4318 4318 448
?assiflﬁésammﬁfqduﬁnéslhvm ..... res 35 35 35 a3 35 35
Toialdupunlflwmﬂenﬂzneﬁbuntpasl’nhju )
detransacond . .....c.onvreean - 1] 456% 463% 466% 4668 4698
L ;
DICUE srvenvanrronnorescrscariannsas [ o 241 241 241 241 241 241
Cbligations Hées aox prestations de retraite ot 20% :
antres aventages postérieurs & 'emploi . ......... .- 391 391 3/ 3| 3| 39
Autres passifs & Jong texme ....... 35 55 55 | 55 55 55
Facilitfs de finapcement de 60THE . v v vaanes trrereea- 11 119t 191 31151 1191 11%]
Totel dupasdl o .ovocrnrinnaieitanis reveens ' 22I0% 2333$ 23315 23448523445 23478
Capitaux propres (capitaux propres négatifs) ...... 24285 2408 27035 30908 3473 $ 39198
Part des actiommaires sans contr6le ......o0000nd feae ‘2608 266% 272% 215§ 2T1S 260§
Tolal du passif et des capilaux propres ..., ........ 4907% S008$5316% 5709860948 65458
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6. Ftat des flux de érésurerie d°ABJ réorganiste

L'état des flux do uésoreric 0"ABH réocganisée présents les variations peébucs dans f wésorerie do I
Socité, compte tent de la réorganisation proposée, : . ’

Triatrese .
Eiat das flux d trirorerie projetés ' ARH ind Idfoembre  termimu fo 31 décembre
£n milllons 5 US, sauf inalicarion cortraire —MBE  NNE WOE BOE BWE
ACTIVITES D'EXPLOITATION
Bénéhiconet (perie nett=) v vurnniennnnnnnen. erriienreas . (208 2955 33T 3B4% 4459
Ajt de rapproct nt des Hux trésoreris ligs ’ .
aux activités dexploiteation: .....,...... tarasieieas .
Amortssemant et cofit du bojs shoalts . ..., ... P 66 272 213 285 02
0 L rerresnarens - 6 — - — —_
Beénéfice nct (perte nette) atrribuable & s part des aciionngires.
sans contr8le  v.iuiiiiein..,, PR cretieenan, 2 24 33 32 31
Cotisations aux régimes de retraits, montant net ... ., ,. .. iven g “9) () 6y {58)
Cotisations anx régimes d*avantages postérienrs 2 I'emploi,
MODIADT DAL .\, uuu., Srelenan i aEr i br b anrreriranans (18) (%) a8y (O8) 7
Béngfice not i aux placements en actions . . ., . ... 0 0. B ¢ o
Amortisseraent des cofits d¢ finzoczment . ,....... 4 18 18 8 13

Veriations do foads de roulement ;

am () 25 29
(19) {13) 1 2 1
124 7 3 ()] 3

Plux nets de toésorecie lids aux setivités dexploitation . ... .... 1608  429% 6G0B$ 656% 6TLS
ACTIVITES D'INVESTISSEMENT
Trésorerie consacréc & "scquisition d'immobilisadone
" corporelles ........ PP IO fenarrrrara et renna 24 (110)  {125) (116 (115)
Cessions d'actifs ...... . 20 —_ —_ - =
Autres activitds d’investissement, moatant et . . ..., FETTN O =z M @ @
Flox nets de trésovesie Ls aux nctivités d'lnvestissement . . . .. . (631 £ (m)s: (11ms (ng
ACTIVITES DE FINANCEMENT . L
Pistributions en espioes lices A e part des actiomnaires sans
T EOBIBIE L ye ittt vt e aans s )08 (B0) _(30) _(28)
Flux nets de trésorerle Iés aux activités de financement ....... 5% B (s (o) ]
Avgmentation (dlminrtion) nette de [z trésorerie et de ses ’
équivalents , .. .. betarererinerais, teerneeeans eeaaes . 150§  318% 45I% 508§ 526%
Trésoreric &1 équivalents
Au début de da période ......... D 1505 300% 618$107081573%
Alafindela pérode 3005  618S10/MS1STRS2104 8

#)  Cotisations aux régimes de refraite ef anx Tégpimes d"avantages postérienrs 3 I'emploi
(i) Régimes de retraite
l.aSociéLéanneatainnombméerégimudarﬂraimlpmshﬂmdﬂminéﬁ,mmbﬂﬁfsetnﬂu

comoibstifs, auxquels participeat la quasi-totalité de ses employes, La siuation de capitallsation des régimes de
mxe.ammmmmwwmhm.mhﬁcmmmwmh
d'eaviron 93 % au 31 décembre 2009 (90 % sclon Ia Pension Provection Act), f les régimes Etzient sous-
capitalisés d'un montant approximarif de 424 millions de dollars. Cela tieat compte d'un déficit des régimes 2
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etcan “: ipplicables. 11 est £gal pré qu'un rglement spécial sur I'slidgement de 1a capitalisation
dn déficit sera approuvé relativement sux Hpimes euregistrés de retraite 3 prestations déterminges canadiens de
12 Socifté en ce qui a tmit sux colts des services pasaés. Les cotisations projetées dont il est Fait méntion cl-apres
correspondent aux montents en excédent deg ch B pak: dans 16 coflt dos produits veodus et los frais de
vente et frais généraux ot admivistatifs f fguwrenta I'éeal des flux &h‘ésoruierémnnisémjué des débitrices.

Lo montant des cotitations projetées mentionné ci-apris a &€ foomi par les conseillers en Tetrzite de Ia
Socité et som conformes aux flux de résoresie otilisés par Blackstone dans -son Evaluation do Ientreprise de la
Société. Pour Jos régimes admissibles des Brate-Unis, ces cotisations sont estimées envizom 16 & 27 millions de
dollars par srmée de 2010 A 2014 o pondent aux pei PoOr services courants ¢! passés. Les
cotisations projetées sont présentées dédvction faite des Economi &'impPBis 8°y rapportant.

Danslcndmnbhpmcﬁdmenvmdehmcc,lcuibunumadimuappmrvecemincsmhiuﬁm&
Pégard des cotisations ea esplees obligatoires pour les régimes de retraite canadiens Faisant cn sorte que senls les
eofiig s aux services ont &€ capitalisés. Dans les project financikres, les.cotisations inteaompues
autiuedeuem'eesp-u&omét&repriau,&desuimnxuﬁmaﬁf:mmdenégodxﬁmnmleemoﬁws
gouyersementales compéientes. Les cotisations projeises pour les rézimes de retraite canadions admissibles sont
Wenviron 35 & 44 millions de dollars par année, e qui tent compiz des paiements comrespondnnt Bux services
courants ot passés, dédnction faile des économizs d'impbt s'y rapportant.

Les montants A verser réellement et Te calendsier de ces colisations en espiecs futires seront trés sensibles
aux varistions des tavx d’actoalisation applicables et des yend des actifs des caisses de retraite, Iis
pourraient sussi £irc touchés par des changements A veair dans bes ks of glements visat I finncement dos
régimes de seiraite et par Ia conclusion finale du Rglememt spécial sur I'alligement de 1a capitalisation dv déficit
suprds des antorités g tales provinciales du Canada compétentes,

(%) Régimes d'avantages postérieurs i Pernploi ,
‘' La Société a mmssi un certain nombse de régimes d*rvantsges pastérieurs 3 Memploi & Pintention de ses
retraités, .

t
I.ns‘ collsations projetfes pour les régimes d'avantages postéricurs & I'emplol américzins sont
de 73 8 millfons de dolars par année de 2010 & 2014 pour Ies serviees courams et pass&s, Ces niveaux de
cotisation supp wne banssc lie de 7,2 % des fruis de suins de sanif et une augmentation de 2.9 % des
tanx dgrémunémtion. ’

Les cotisatioms projetées poar les régimes d"avantages postédeurs & 1'emploj canadiens reprégentent environ
& & § millions de dollars par annéc de 2010 & 2014 poor os services cournnts et passés, Cos viveaux de cotisation
supposent un tax tendanciel de 6,5 % des frais de soins de santé of one augmentation de 2.9 % des taux de
rémmunération. '

Les montants 2 verser récllernent et le calendrier de ces cotisations en espioes ftures seront trds sensibles
notamment aux variations des laux d'actualisstion ppplicebles £t aux basses des toux de rEmunération.

b) Fonds de oulement

@ Le délai moyen de recouvrement des débiteurs varia szlon Ia gamme de produits et Ja destination,
s"étabi cn moyeane & saviron 55 & 60 jours. A I'échellc nationale, Je papier journal, qui représexte environ
45 % du toral des ventes, affiche un dflai moyen de recouvrement des débitzurs de 33 2 37 jours, tandis que Jes
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©) Dépenses en immobiljsations

TSR T e e e i —

ma&ﬁmwmmdﬂﬂ
(en mitlions §}

Dépenses en immobilisations ... ... 0 '

Coﬁsaﬁmsmrégimudemmumxmgim
d'avantages postériears A lezapial . . ,...... ... .

Variations dis foads de roulement [

Dividnndum;:tpbcuvuséshdmacﬁoumhmms
cogl

Ereraaay

Autres @mengy 11111
li‘luxd:._tr&or:rledisp«.iblmmmdethnm .......
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‘The Company! prepared the Reorganized ABH Pro Forma Balnnce Sheet,
Reorganized ABH Projected Balance Sheet, Rearganized ABH Projected Income
Statement, Reorganized ABH Projected Cash Flow Statement and ACI, Donohue (for the
purposes of this Exhibit, “D-Corp™), Bowater (for the purposes of this Exhibit, “BI"),
Bowater Newsprint South Operations LLC (for the purposcs of this Exhibit, “BNS™) and
BCFPT Projected Financials (collectively, the “Financial Projections™) for the years 2010
through 2014 (the “Projection Period™. The Financial Projections are based on a number
of assumptions made by managerient with raspect to the fiture performance of the
Company’s operations, The Financial Profections and refated assumptions in this Exhibit
B are “forward-looking statements” within the meaning of the Private Secarities
Litigation Reform Act of 1995, Although management has prepared the Financial
Projections in good fzith and believes the assumptions to be reascnable, it is imponant to
note that the Company can provide no assurance that such Financial Projections and
assumptions will be realized. As described in detail in the Disclosure Statement, a
variety of risk factors could affect the Company's aclual finencial results and must be
considered. You are encouraged to read these risk factors in their entirety, See Article
ViUl of the Disclosure Statement. The Financial Projections should be reviewed in
conjunction with 2 roview of these assurptions, including the accompanying
qualifications and footnotes. Should actual results or conditions differ from such
assumptions, the actual results and financial condition of the Company may differ
materially from those presented in these Financial Projections, The Company did not
prepare the Financial Projoctions with a view toward compliance with published guidelines
of the Sceurities and Exchange Commission ar guidelines established by the FASB,
particularly for reorganization aceounting,

All dollar amounts in the Financial Projections are 1.8, dollars unless
otherwise indicated and any reference to “"GAAP” refers to the generally accepted
actounting principles in the United States of America.

A, Accounting Policies

The Financial Projactions have been prepared using eccounting policies
that arg materially consistent with those applied in the Debtors® historica! financial
slaternents (GAAP consolidated basis), The Financial Projections do not reflect the
formal implementation of reorgenization accounting pursuant to Financial Accounting
Standards Boerd {“FASB") Accounting Standards Codification (“ASC™) 252
Reorganizations (“EASB ASC 8527). [a addition, for comparative prescntation purposes,
the operations and cash flows for 2010 combine the predecessor company (Jenuary 1,
2010 through the Effective Date / Implementation Date) and successor compeny
(assumed Effective Date / Impleméntation Date through Decanber 31, 2010) to allow for
a full year presentation.

' Capitalized torms used and niot defined heeein shall have the meanings ascribed 1o them in the
Diselosure Staterment or the Plen, 2s applicable,




B, General Assumplions
1 Methodology

The cansolldated Financial Projections have been prepared by
management and are based upon the Companys detailed operating forecast for 2050~
2014, The Financial Projections reflect various Strategic reviews and restructuring
initiatives, including mill idling decisions, overherd rationalizetion and other initiatives
implemented prior to the Effective Date and Implementation Date (as defined in the
CCAA Plan),

2. Plan Corsummalion

The Financial Projections assume the Effective Date / Implementation
Date will occur on October t, 2010, '

3 Macroeconomic-and Industry Environment

The Financial Projections are based upon management’s view of supply
and demand dynamics in both North American and intemational markets as well as
corresponding assumplions regarding pricing, operating rates and changes in the cost of
material inputs for the key pulp and paper grades which the Company produces.
Management’s views are in part based upon the forecasts of RIS], & leading information
provider for the global forest products industry and Wall Street equity research as
appropriate.

4. Exchange Rate

The CAD / USD exchange rate is assumed to be $.99 for the balance of
2010, falling to $.98 in 2011, §.95 in 2012, $.93 in 2013 and $.91 in 2014, Asof July 8,
2010, the CAD 7 USD exchange ratc was $.96, For cach $.01 change in the CAD / USD
exchange rate, the Company’s projected EBITDA changes by approximately §15-520
million.

C. Projected September 30, 2010 Balance Sheet and Reorganized ABH
Pro Forma Balance Shect

The Projected September 30, 2010 Balance Sheet was developed using the
Company’s actual Decemnber 31, 2009 audited balance sheet adjusted 10 reflect
management's projected operating results from December 21, 2009 through September
30,2010, On the Effective Date / Implementation Date, actual results may differ dueto 2
variety of risk-factors us discussed in Article 8 of the Disclosurc Statement. Pro forma
adjustments consistent with consummation of the Plan and the CCAA Plan werc then
layered in to construct the Reorganized ABH Pro Forma Balance Sheet as of September
30,2010, The Reorganized ABH Pro Forma Balznce Sheet does not reflect, among other
things, the formal implementation of reorganization accounting pursuant to FASB ASC
852, The estimated pro forma adjustments regarding the recrganized equity value of the




Compan.y. its assets, or its liabilities pursuant to FASB ASC 852 will be based upen the
fair value of the assets and liabilities as of the Effective Date / tmplementation Date,

As described more firlly below, the Reorganized ABH Balance Sheet
reflects Reorganized ABH's pro forma capital structure resulting from consummation of
the Plan and CCAA Plan, Specifically, and consistent with the Company’s emergence
funding requirements, the Reorganized ABH Balance Sheat assumes the Campany will
have pro forma funded indebtedness of appraximately $1.5 billion cansisting of (a) 2
Term Loan Exit Financing Facility of approximately $700 million as described more
fully in Article VLE of the Disclosure Statcment, (b) $500 milkion of Rights Offering
Notes issued pursuant to the Rights Offering, as described more fully in Article LF and
Y1.E of the Disclosure Statement, and (¢) other indehtedness of approximately $250
million relating primarily to existing indebtedness at certain of the Company's
subsidiaries. In addition, the Company plans to have undrawn availability under an ABL
Exit Financing Facility of approximately $500-$600 mitlion as of the Effective Date /
Implemcntation Date. The Company’s pro forma capital structure may change depending
upon market conditions with respect to the Company's capital ralse efforts, operating
performance and other sources of cash that may be available to the Company. :
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D.  Reorganized ARH i’rojectcd Income Statement
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1. Sales

Consolidated sales inclode sales from the Debtars? primary operaling
segments: coated and speclalty papers ("Commercial Printing Papers®, or “CPF"),
market pulp, newsprint and wood products. The Financial Projections assurne CPP
demand s projected to increase over the next several years from its current low base,
driving price increases from a cyclical trough in 2009, Pulp markets are assumed to
remain volatile, with pricing rebounding to peak levels in 201 2, then declining thereafier
with global economic activity. Domestic newsprint demand is forecast to continue its
sccular decline aver the projected period, partiafly mitigated by projected increases in
export market demand. Newsprint prices are projected to improve from trough levels in
2009 and leve! off by 2012. Forccasted improvements in luraber desand assume a
material recovery from trough levels in 2000 to peak levels in 2012 driven by a recovery
in long-term U.S, housing starts.

2, Cost of Sales

-Cost of Sales, including distribution costs, is projected to be
epproximately 89% of sates in 2010 and improve to spproximately 80% of sales by 2014,
. driven primarily by the forecusted improvement in market demand and pricing as well as
savings from negotiated labor cost reductions.

3. Selling, General, & Administrative Expenses

Selling, General & Administrative ("3G&A™) expenses are projected to
declina to $132 million, or 2.4% of sales in 2014 from $168 million, or 3.5% of sales in
2009. SG&A has declined substantially since the Merger In 2007 ($332 million in 2008
and 5198 million in 2009), and further SG&A reductions will result from anticipated




reductions in headcount and a simplification of the Company"s organizational structure,
amongst other efficiency gains,

4. Net income (foss)

The net income (joss) is expected to improve from a loss in 2010 o
positive net income beginning in 2011, Improvements will be driven by the capital
restructuring, which will result in lower interest expense, as well as cost reductions snd
improving market demand and pricing, These improvements wil] be partially offset by
increased commodity inflation and expenscs,

5. Reorganization Htems

The 2010 Reorganization Items consist of actual and estimated
postpetition fees for professional advisors, bank fies directly attributable to the
bankruptcy filing and related capital restructuring. This smount excludes any gains or
losses associated with the extinguishment of debt and revaluation of assets and linbilities
under fresh-start reporting.

6. Interest Expente

For 4Q10 through 2014, inerest expense projections are based on the
Company’s estimated post-cmergence capital structure assumed to be effective on
October 1, 2010, Interest expense in 2010 prior to the Effective Date / Implementation
Date is based on interest as disclosed in the Company’s financial statements for tha first
Tiscal quarter of 2010 and as estimated for the Predecessor Company debt in accordance
with GAAP for the period from April 1 through the Effsctive Date,

7. Income Taxes

income lax benefit / (expense) was caleulated based on the projected
applicable statutory tax rates in the countrics in which the Company operates. For U8,
operations, the federal tax rate was assumed to be 35%, State taxes were deemed to not
be material over the Projection Period. For Canadian operations, the federal tax rate was
assumcd 1o be 30% in 2010, stepping down to 28% in 2011 and 26% in each subscquent
year of the Projection Period.

. U.S. taxable income in each projected year is adjusted downwards for the
use of availabie post-smergence tax attributes prescrved by the Company’s tax planning
cfforts. Post-emergence U.S. tax attributes such as net operating losses ("NOLs™), capital
losses, tax credits, stock Investments in subsidiaries and fixed assets take into sccount
required atiribute reduction due to discharge of indebtedness. Projected taxable income
afier accounting for availablc tax shields is estimated 1o be #pproximately $50-90 million
per year over the projected period.

Canadian taxablc income in cach projected year is projected fo be zero
after accounting for usage of available post-cmergence tax attributes. Posi-cmergence




Canadian tex attributes take into account required attribute reduction due to discharge of
indebtedness under the CCAA Plan, Post-tmergence atiributes are primarily comprised
of undepreciated capital cost (“LICC™), and to a lesser extent, NOLs and Scientific
Rescarch and Experimental Develapment expenses.

All tax-related projections conform 1o the cash fiows used by Blackstone

in its Enterprise Valuation of the Company based upan coasideration of tax attributc
estimates provided by the Debtors and their tax advisers.

E. Reorpanized Ai%H Projected Balance Sheets

The Reorganized ABH Projected Balance Sheets set forth the projected
finansial position of the Company, after giving effect to the Projected September 30,
2010 Balance Sheet, the proposed rearganization and selated pro forma adjustments in
Section 3, The Reorganized ABH Balance Sheets were developed based upon the
projected resulis of operations and cash flows over the Projection Period.
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F.  Reorganized ABH Statement of Cash Flow

The Reorganized ABH Statement of Cash Flow sets forth the Company's
forecastcd changes in cash, afior Biving effect to the proposed reorganization.
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1 Pension and Other Postretirement Bencfit {“OPEB™)
Contributiods Pension ’

The Company has multiple contributory and non-contributory defined
benefit pension plans covering substantially al! of its employess. On an accounting basis,
us of Decemnber 31, 2009 the qualified defined benefit retirement plans maintained by the
Company had a funded status of approximately 93% (90% on a Pension Protection Act,
or “PPA", basis) and were under-funded by approximately $424 miltion, This includes g
deficit under Canadian defined benefit plans of approximately Cdn$ 1.4 billion as
calculated on 2 solvency basis. The Plan and CCAA Plan confimmed by the Benkruptcy
Court and Canadian Court, respectively, provide for the essumption of the qualified
defined benefit retirement plans, The Financiat Prajections essume significant cash
contributiens will be made to these plans over the next several years following
emergence from bankruptey under applicable U.S. and Canadian laws. The Financial
Projections also assumc approval of’ special funding reliel regulation with respect to the
Company*s Canadian defined bencfit registercd pension plans for prior service costs, Al
profected contributions referenced below are the smounts in exeess of expense embedded




in COGS and SG&A and appear in the Debtors® projected Reorganized Stalement of
Cash Flow. :

The projected cantributions stated hereatier were pravided by the
Company’s pension advisors and conform to the cash flows used by Blackstone in its
Enterprise Valuation of the Company, These contributions for United States qualified
* plans are estimated to be approximately $16-27 million per year from 2010-2014
reflecting payments for. both current and past service. Projected contributions also appear
net of assoclated tax savings.

In connection with the CCAA Proceedings, the Canadian Court approved
certain restrictions on the required cash contributions for the Canadian pension plans such
that only current service costs were funded. In the Financial Projections, suspended
contributions for fast service costs have been resumed at cstimated levels currently being
negotiated with the relevant government authorities, Projected contributions for
Canadian qualified plans are estimated 1o be approximately $35-44 million per year -
reflecting payments for hoth current and past service, net of associated tax savings.

The actual required amounts and timing of all such future cash
contributions will be highly sensitive to changes in the applicable discount rates and
. returns on pension plan assets, and could zlso be impacted by future changes in the taws
and regulations applicable to pension plan funding as well s the ultimate conclusion of
the special funding relief regulation with the relevant Canadian Provincial government
authorities. : o

2, OPEB

‘The Company also sponsors a number of OPER plans for retirees,
Projected contributioas for U.S. OPER plans are estimated 10 be $7-8 million per year
from 2010-2024 for both current and past scrvice, These contribution levels assume an
annual health eare cost increase of 7.2% and a rate of compensation increase of 2.9%.

- Projected contributions for Canadian OPEB plans are estimated to be
approximately 58-9 mitlion per year from 2010-2014 for both current and past service.
These contribution levels assume a health care cost trend rate of 6.5% and a rate of
compensation increase of 2.9%.

The actual required amounts and timing of all such future cash
contributions will be highly sensitive to changes in the applicable discount rates and rates
of compensation increase, among other factors.

3. Working Capital

Accounts receivable days sales outstanding (“DSOs™) vary based upon
product line and destination, averaging approximately 55-60 DSOs, Domestic nowsprint,
which is approximately 45% of total sales have DSOs range from 33-37 days, while
export sales are longer at 120-130 days. Spzcialty and Pulp DSOs sange from 40-57 days




while Lumber has the shortest sales cycic at 12-15 days. Changes in trade 2cCounts
receivable at emergence reflect the assumption that ACY's accounts receivable
securitization program is terminated at cmergence and receivables are np longer-sold
through the securitization program,

The current implicd number of days for which trade accounts payable are
outstanding is approximately 13 days. This is expected to rise gradually to Bpproximalely
30.days in the months afier emergence from Chapter 11 / CCAA, as the Debtors begin 1o
receive normalized trade terms, .

4. Capital Expenditures

] Capital expenditures are projected to range from $110 to $125 million per
year, The projected capital plan is based on the Company's expectation for average
eapited requirements through the cycle. Capita] expenditures for all periods include
spending to maintain equipment, increase operating efficiency and comply with
environmental laws. No spending has bzen budgeted for capacity increases or
opportunistic investments that could be made in response to a chenge in market
dynamics,
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[UNOFFICIAL TRANSLATION]

September 16, 2010

Mr. David J. Paterson

President and Chief Executive Officer
AbitibiBowater Inc.

1155 Metcaife St., Suite 800
Montreal, Quebec H3B 5H2

Re: Funding of certain AbitibiBowater pension plans

Dear Mr. Paterson,

Numerous discussions have taken place over the past few months
between your company and the Régie des rentes du Québec (the Régie) with
respect to the funding of cerfain AbitibiBowater pension plans.

During these discussions, AbitibiBowater undertook not to terminate its
pension plans and to pay 100% of their pensions to retirees and beneficiaries.
The Régie was sensitive to this commitment.

This led the Régie to develop a set of special measures designed to
strike the best possible balance between the continuation of your company’s
business — the only avenue which would allow the large deficit in the pension
plans to be repaid — and the protection of the rights of members and
beneficiaries. The amortization payments provided for by these speC|aI
measures take this concern into account.

of2



Due to the exceptional nature of these measures and their possible
impacts on members and beneficiaries, the Régie has incorporated follow-up
mechanisms into the measures, both to avoid oo serious a deterioration of
the financial condition of the pension plans and to ensure that the funding
relief is still needed as the company’s financial situation evolves.

Given the issues involving the pension plans in the restructuring of
AbitibiBowater and the importance of your company to Quebec’s economy, |
am prepared to recommend to the Cabinet the adoption of regulatory
provisions which would give effect to the special measures, which are more
fully described in the attached document entitled “Overview of Measures for a
Draft Regulation regarding Certain AbitibiBowater Pension Plans”.

| would also point out that the implementation of these measures is
conditional upon Ontario taking equivalent measures for the pension plans
under its jurisdiction. In this regard, based on discussions held between the
Ontario Ministry of Finance and the Régie, it appears likely that such
measures will be taken.

Lastly, if any of the conditions regarding these measures is not met,
the government of Québec could of course put an end to their application.
The same would apply if the commitments made in the Agreement respecting
pulp and paper operations in Quebec between the Quebec government and
Bowater Canadian Forest Products Inc. and Abitibi-Consolidated Company of
Canada are not fulfilled.

Yours very truly,

(signed)
JULIE BOULET

Att.. Overview of Measures for a Draft Regulation regarding Certain
AbitibiBowater Pension Plans



[UNOFFICIAL TRANSLATION]

1.

Overview of Measures for a Draft Regulation
regarding Certain AbitibiBowater Pension Plans

Affected obligations

The draft regulation sets out special funding measures regarding the obligations of
certain pension plans of AbitibiBowater (hereinafter the “Company”) in respect of
service rendered prior to the earlier of the following dates:

¢ the effective date of new provisions of the Company’s pension plans,
registered by the Régie des renfes du Québec and covering service rendered
from such date; and

e January 1, 2011.

Basic and additional contributions

The draft regulation provides for the remittance by the Company of a basic
amortization contribution (i.e. special payment) in the amount of $50 M per year for
10 years, i.e. for the years 2011 to 2020.

For each of the years 2013 to 2020, if the solvency ratio of the pension plans falls
below the target solvency ratio established for December 31 of the previous year,
the basic amortization contribution will be supplemented by an annual additional
contribution corresponding to 15% of the Company’s free cash flow at such date,
but not exceeding $15 M.

The target solvency ratios, for each year from 2011 to 2019 will be set by the
actuarial valuation dated December 31, 2010 — or a subsequent date determined by
the Régie des rentes du Québec should the Company’'s emergence from the
Companies' Creditors Arrangement Act proceedings occur later than December

31, 2010. These targets will be established according to the same assumptions and
methods as those used to determine, based on preliminary data provided by the
Company, the provisional target solvency ratios appearing in Schedule A.

Free cash flow corresponds to earnings before depreciation, interest and taxes,
less:

¢ Interest expense;
+ Capital expenditures;
e Basic amortization contribution;



 Minority interest, net of tax'.

3. Decrease in solvency ratio and supplementary amount

For the years prior to 2016, if the solvency ratio of the pension plans as of
December 31 of the previous year falis below the target solvency ratio by more than
5 percent, the Régie des rentes will summon the parties to the plan to agree on
corrective measures to be taken within a reasonable period of time.

For each year after 2015, if the solvency ratio of the pension plans as of
December 31 of the previous year falls below the target solvency ratio by more than
2 percent, the amount of the shortfall must be determined.

¢ With respect to the first shortfall, the Company will remit a supplementary
contribution equal to the amount of the shortfall or $25 M, whichever is less;

o Such supplementary contribution will be paid in a lump sum within 30 days
following the deadline for transmitting the actuarial valuation report to the
Régie des rentes;

s With respect to each subsequent shortfall, the Company will pay a
supplementary contribution corresponding to the amortization payment
required to amortize the said shortfall over a maximum period of 3 years;

o The amortization payments relating to such shorifall will be payable as
long as the solvency ratio of the pension plans remains less than the
target solvency ratio.

For a given year, the amount of the shortfall will correspond to the excess of the
unfunded portion of benefits for such year over the sum of the basic amortization
contribution and the additional contribution payable for such year.

The unfunded portion of benefits is made up of two components:
e The unfunded portion of the pensions paid;
= The unfunded portion of the balance of ihe value of the benefits.

The unfunded portion of pensions paid is determined by multiplying the amount
of the pension payments for a given year by the difference between 100% and the
solvency ratio of the pension plans at the beginning of the year. Such portion will be
calculated for all the plans.

The unfunded portion of the balance of the value of the benefits corresponds to

! The MDEIE will be asked to verify whether this definition is appropriate.



the amounts the employer would normally remit pursuant to section 146 of the
Supplemental Pension Plans Act (SPPA) to complete the settlement of the
members’ benefits. It also includes the sums owed by an employer due to its
withdrawal from a multi-employer plan or the partial termination of a plan.

Improvements with respect to past service

In the event of an amendment to a pension plan which has the effect of improving
benefits attributable to past service, a sum corresponding to the value of the
additional solvency liability arising from the amendment must be paid into the
pension fund immediately.

Disbursements

For each year prior to 2021, the pension committee may disburse from the assets a
sum corresponding to the amount required to pay the unfunded portion of benefits in
full.

With respect to the unfunded portion of the balance of the value of the benefits, such
disbursement must be effected following the expiry of the period set forth in section
146 of the SPPA to complete the settlement of benefits.

Options of inactive members and beneficiaries
Inactive members and beneficiaries will be offered the following options:

a) For members entitled to a pension which is not yet in payment:

i. Remain in the Company’s pension plans and thus agree to the risk
associated therewith;

ii. Transfer part of the value of their benefits, determined according to the
solvency ratio of the plan, to a retirement instrument authorized under the
SPPA, with the balance of such value to be transferred upon the expiry of the
time [imit set forth in section 146 of the SPPA to complete the settlement of
benefits;

b) For members and beneficiaries who are receiving a pension:

i. Remain in the Company’s pension plans and thus agree to the risk
associated therewith:

ii. Entrust the administration of their reduced pensions to the Régie des renfes
according to the terms set forth in Chapter 1 of the Statutes of 2009 (i.e.

Bill 1).



The Company shall send information relevant to the exercise of their option to
inactive members and beneficiaries, after validation by the Régie des rentes. The
Company shall also send the validated information to the pension commitiee.

7. Communications

With respect to the implementation of the regulation measures, the Company is
responsible for relations with the members and beneficiaries who are receiving a
pension. In particular, it shall answer their questions concerning the measures and
provide them with adequate information.

Each year, the pension committee will inform the members and beneficiaries
concerning the status of the plan and the measures which have been taken, after the
information is validated by the Régie des rentes.

For each year from 2011 to 2020, the Company shall submit its audited financial
statements to the Régie des renfes as soon as possible. For the years subsequent
to 2015, if it believes that the Company’s financial situation so warrants, the Régie
des rentes may summon the parties to the plan to determine what measures and
mechanisms could be considered in order to increase the target solvency ratios
more quickly.

8. Affected pension plans

The pension plans governed by the regulation are those under the jurisdiction of the
Régie des rentes listed in Schedule B.

However, as soon as a plan’s solvency assets exceed its solvency liabilities, the
plan will cease to be covered by the regulation, and the SPPA's normal rules will
apply with respect to its funding.

The solvency ratio of the pension plans corresponds to the average solvency ratio
(sum of total assets / sum of total liabilities) of all the pension plans listed in
Schedule B.

9. Bankruptcy

In the event the Company goes bankrupt before January 1, 2012, the members and
beneficiaries who are receiving a pension as well as the members and beneficiaries
who would have been entitled to begin receiving a pension if they had applied
therefor may, pursuant to Chapter 1 of the Statutes of 2009, choose to entrust the
administration of their assets to the Régie des rentes. The compensation offered to
offset the effect of the relief measures, set forth in the third paragraph of section



230.0.0.9 of the SPPA, will not apply, however, and no new guarantee will be
provided for such members and beneficiaries.

10. Expiry of regulation
As from December 31, 2020, the SPPA's usual rules wili begin to apply again, in

particular regarding funding of the solvency deficit of each pension plan,
consolidated as of such date.



SCHEDULE A

ILLUSTRATION OF BASIC AMORTIZATION AND
ADDITIONAL CONTRIBUTIONS

(section 2)

Basic
Year amort.izat_ion Additional contribution
contribution
(million $)

2011 50

2012 50

5013 50 If solvency < 75% as at 31/12/2012: 15% of free cash flow (2012},
upto $156 M

2014 50 If sclvency < 76% as at 31/12/2013: 15% of free cash flow (2013),
upto $15 M

2015 50 If sclvency < 76% as at 31/12/2014: 15% of free cash flow (2014),
upto $15 M

2016 50 If solvency < 77% as at 31/12/2015: 15% of free cash flow (2015),

' upto $15 M

2017 50 If solvency < 78% as at 31/12/2016: 15% of free cash flow (20186),
upto $15 M

2018 50 If solvency < 80% as at 31/12/2017: 15% of free cash flow (2017),
up to $15 M

2019 50 If solvency < 83% as at 31/12/2018: 15% of free cash flow (2018),
upto $15 M

2020 50 If solvency < 85% as at 31/12/2019: 15% of free cash flow (2019),
upto $15 M




SCHEDULE B
AFFECTED PENSION PLANS
(section 8)

Supervisory
Plan No. Plan Name Authority
24239 | Régime de retraite applicable aux employés syndiqués de la QcC
Compaghnie Abitibi-Consolidated du Canada
202440 | Pension Plan for Ontario Hourly Employees of Abitibi- ON
Consolidated Company of Canada
101793 | Régime de retraite applicable aux employés non-syndiqués de QcC
Abitibi-Consolidated inc.
30064 | Pension Plan for Executive Employees of Abitibi-Consolidated QC
Inc.
22112 | Régime complémentaire de refraite des employés syndiqués de QcC
la Compagnie Abitibi-Consolidated du Canada - Division Pates
et papier - Secteur Clermont
27066 | Régime complémentaire de retraite des employés syndiqués de QcC
la Compagnie Abitibi-Consolidated du Canada - Divisions Pates
et papier - Secteur Amos
294496 | Supplementary Pension Plan for Unionized Employees of ON
: Abitibi-Consolidated Company of Canada — Pulp & Paper
Divisions — Thorold Sector
22322 | Régime complémentaire de retraite des employés syndiqués de QcC
la Compagnie Abitibi-Consolidated du Canada - Division Pates
et papier - Secteur Baie-Comeau
30670 | Régime de retraite des employés (1988) de Bowater Produits QcC
forestiers du Canada inc./Employees Retirement Plan (1988) of
Bowater Canadian Forest Products Inc.
5839 | Regime de retraite des employés (1946) de Bowater Produits QC
forestiers du Canada inc. / Employees' Retirement Plan (1946)
of Bowater Canadian Forest Products Inc.
260901 | Employees’ Retirement Plan (1972) of Bowater Canadian ON
Forest Products Inc.
575324 | Supervisory Employees Retirement Plan (1976) of Bowater ON
Canadian Forest Products Inc.
355511 | Executive Staff Employees Retirement Plan (1976) of Bowater ON
Canadian Forest Products Inc.
31383 | Régime de retraite des salariés non syndiques (1995) de QC
Bowater Produits forestiers du Canada inc.
31384 | Régime de retraite des salariés syndiqués (1994) de Bowater QcC

Produits forestiers du Canada inc.
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Québec
. Gouvemement du Québec

La ministre de I'Emploi et de ta Solidarité sociale
et ministre responsabdla de la région de la Mauricie

Québec, le 16 septembre 2010

Monsieur David J. Paterson
Président et chef de la direction
AbitibiBowater Inc.

11535, rue Metealfe, bureau 800
Montréal (Québec) H3B SH2

Objet : Financement de certaius régimes de retraite d’AbitibiBowater

Monsieur le Président et Chef de la direction,

. Au cours des derniers mois, de nombrewx échanges ont eu. lieu entre votre
entreprise et la Régie des rentes du Québec (la Régie) en ce qui a trait au financement
de certains des régimes de retraite d’ AbitibiBowater.

Dans le cadre de ces échanges, AbitibiBowater s’est engagée Ane pas terminer
ses régimes de retraite et & verser 100 % de lewrs rentes aux. retraités et bénéficiaires.
La Régie s’est montrée sensible 4 cet engagement.

Cela a amené la Régie 2 définir un ensemble de mesures particulidres qui
cherchent 4 établir le meilleur équilibre possible entre la poursuite des activités de
votre entreprise, seule avepue pouvant permettre le remboursement de I'important
déficit des régimes de retraite, et la protection des dioits des participants et
bénéficiaires. Les cotisations d’équilibre prévues par ces mesures particulitres
tiennent compte de cette orientation.

En raison de 1a nature exceptionnelle de ces mesures et leurs impacts possibles
sur les participants et les bénéficiaires, la Régie a intégré 4 celles—ci des mécanismes
de suivi, 3 la fois pour éviter une dégradation trop importante de la situation
financiére des régimes de retraite et pour assurer que les allégements concernant lenr
financement demewrent nécessaires compte tenu de I’évolution de la situation

financiére de 1’entreprise.
2
Québec Mantréal
425, nue Saint-Amable, 4° étage Tour de fa Place-Vidoria
Québec (Québed GIR 421 800, rue du Square-Victoriz, 28° étage
Téléphone : 418 6424810 Monirtal {Québed) H4Z 187
Téfécopieur : 418 £43-2802 Téléphane : 514 873-0638

Courriet : ministre@mess.gouv.geca  Télécopieur ; 514 873-0004



Consciente des emjeux que présentent les régimes de retraite dans la
restructuration d’AbitibiBowater et de I'importance de votre entreprise dans
I"économie québécoise, je¢ suis préie 4 rgcommander au Comsell des ministres
Padoption de dispositions . réglementaires qui concrétiseraient les mesures
particuliéres, davantage décrites dams le document ci-joint, intitulé « dpercu des
mesures d'un projet de réglement concernamt certains régimes de retraite
d’AbitibiBowater ».

En outre, je tiens a souligner que la mise en place de ces mesures est
conditionnelle 2 la prise par 'Ontario de mesures équivalentes pour les régimes de
retraite sous sa surveillance. A cet effet, sur la base.des échanges entre le ministére
des Finances de ’Ontario et 1a Régie, tout indique que de telles mesures seront prises.

Enfin, dans le cas ol une des conditions prévu:s par ces mesures n’était pas
respectée, le gouvernerment du Québec pourrait bien siir metire fin 2 leur application.
Il en serait de méme si les engagements pris dans I’Entente concernant les
exploitations de pdtes et papiers au Québec conclue entre le gouvernement du
Québec. et les entreprises Bowater produits forestiers du Canada inc. et Compagnie
Abitibi-Consolidated du Canada n’étaient pas tenus.

Veuillez accepter, Monsieur le Président et chef de direction, mes salutations
les plus sincéres.

o ol

JULIE BOULET




Pij- ‘Aper;u des mesures d’un projet de réglement concernant certains régimes de
retraite d’4bitibiBowater



1.

Apercu des mesures d'un projet de réglement concernant
certains régimes de retraite d’AbitibiBowater

Engagements visés

Le projet de réglement définit des mesures particulieres de financement a I'égard
des engagements de certains régimes de refraite d'AbitibiBowater (ci-aprés

« F'entreprise »), relatifs aux services effectués avant la premiére des dates
suivantes :

* la date de prise d’'effet de nouvelles dispositions de régimes de retraite de
I'entreprise, enregistrées par la Régie des rentes du Québec et couvrant les
services effectués a compter de cette date;

o le 1% janvier 2011,

Coftisation de base et additionnelle

Le projet de réglement prévoit le verserr}ent par I'entreprise d'une cotisation
d'équilibre de base au montant de 50 M$ par année pendant 10 ans, soit pour les
années 2011 a 2020.

Pour chacune des années 2013 a 2020, si le degré de soivabilité des régimes de
retraite devient inférieur au degré de solvabilité cible établi pour le 31 décembre de
l'année précedente, la cotisation d’équilibre de base est complétée par une
cotisation additionnelie annuelle. Celle-ci correspond a 15 % du flux de trésorerie
disponible de I'entreprise a cette date, mais ne peut excéder 15 M$.

Les degrés de solvabilité cibles, pour chacune des années 2011 4 2019, seront
fixés par Pévaluation actuarielle du 31 décembre 2010 ~ ou d'une date ultérieure
déterminée par la Régie des rentes du Québec dans le cas ol 'émergence de
I'entreprise de la Loi sur les arrangements avec les créanciers des compagnies
serait postérieure au 31 décembre 2010. |ls seront établis selon les mémes
hypothéses et méthodes que celles utilisées pour établir, sur la base de données
préliminaires fournies par l'entreprise, les degrés de solvatilité cibles provisoires
apparaissant a 'annexe A.

Le flux de trésorerie disponible correspond au montant des bénéfices avant
amortissement, intéréts et impots duquel sont soustraits les montants relatifs aux

éléments suivants :

¢ Charges d'intérét,
¢ Dépenses en immobilisation;




* Cotisation d'équilibre de base;
» Part des actionnaires sans controle, déduction faite des impéts’.

3. Diminution du degré de solvabilité et somme supplémentaire

Pour les années antérieures & 2016, si le degré de solvabilité des régimes de
retraite en date du 31 décembre de I'année précédente devient inférieur au degré de
solvabilité cible par plus de 5 points de pourcentage, la Régie des rentes convoque
les parties au régime qui doivent convenir des mesures correctrices a apporter dans
un délai raisonnable.

Pour chacune des années postérieures & 2015, si le degré de solvahilité des
régimes de retraite en date du 31 décembre de I'année précédente devient inférieur
au degré de solvabilité cible par plus de 2 points de pourcentage, le montant de
l'insuffisance doit étre établi.

+ Quant a la premiere insuffisance, 'entreprise doit verser une somme
supplémentaire égale au moindre du montant de l'insuffisance et de 25 M$:

o Cette somme supplémentaire doit faire I'objet d'un versement unique,
dans les 30 jours suivant la date limite pour transmettre a la Régie des
rentes le rapport relatif & 'évaluation actuarielle;

e Quant a chaque insuffisance subséquente, I'entreprise doit verser une
somme supplémentaire correspondant a la cotisation d'équilibre requise
pour amortir cette insuffisance sur une période maximale de 3 ans;

o Les cotisations d’équilibre relatives a cette insuffisance sont exigibles tant
que le degré de solvabilité des régimes de retraite demeure inférieur au
degré de solvabilité cible.

Le montant de Pinsuffisance correspond, pour une année, & I'excédent de la part
non financée des droits pour cette année sur le total de la cotisation d'équilibre de
base et de la cotisation additionnelle payables pour cette année.

La part non financée des droits est constituée de deux composantes :
» La part non financée des rentes versées;
¢ |La part non financée du solde de la valeur des droits.

La part non financée des rentes versées est obtenue en multipliant le montant
des rentes en patement pour une année par la différence entre 100 % et le degré de

' Des vérifications seront effectuces auprés du MDEIE quant au caractére approprié ou non de
cette définition.




solvabilité des régimes de retraite au début de 'année. Cette part est calculée pour
I'ensemble des régimes.

La part non financée du solde de la valeur des droits correspond aux sommes
habituellement capitalisables et payables par 'employeur en application de l'article
146 de la Loi sur les régimes compiémentaires de retraite (Loi RCR) pour compléter
l'acquittement des droits des participants. Elle comprend €galement les sommes
dues par un employeur en raison de son retrait d'un régime interentreprises ou de la
terminaison partielle d'un régime.

Améliorations a I’égard du service passé

En cas de modification d'un régime de retraite ayant pour effet d’'améliorer les
prestations attribuables a des services passés, une somme correspondant a la
valeur, selon I'approche de solvabilité, des engagements supplémentaires résultant
de la modification doit étre immédiatement versée a la caisse de retraite.

Prélévements

Pour chacune des années antérieures a 2021, il peut étre pré!evé par le comité de
retraite sur I'actif une somme correspondant au montant requis pour payer
intéegralement la part non financée des droits.

En ce qui a trait a la part non financée du solde de la valeur des droits, ce
prélévement doit étre effectué a Fexpiration du délai prévu a I'article 146 de la Loi
RCR pour compléter I'acquittement des droits.

Options des participants non actifs et des bénéficiaires
Les participants non actifs et les bénéficiaires se verront offrir les options suivantes ;

a) Pour les participants ayant droit & une rente qui n'est pas en service :

i. Demeurer dans les régimes de retraite de I'entreprise et ainsi consentir au
risque qui leur est associé;

ii. Transferer une partie de la valeur de leurs droits, établie selon le degré de
solvabilité du régime, dans un instrument de retraite autorisé par la Loi RCR,
fe solde de cette valeur étant transféré a {'expiration du délai prévu a l'article
146 de la Loi RCR pour compléter 'acquittement des droits;

b} Pour les participants et les bénéficiaires qui regoivent une rente :

i. Demeurer dans les régimes de retraite de I'entreprise et ainsi consentir au
risque qui leur est associé;

ii. Confier Fadministration de leurs rentes, réduites, a la Régie des rentes
suivant les modalités du chapitre 1 des lois de 2009 (la Loi n° 1).




9.

L'information pertinente & 'exercice de leur option devra é&tre transmise par
Fentreprise aux participants non actifs et aux bénéficiaires, aprés validation par la
Régie des rentes. L'entreprise transmettra également l'information validée au comité
de retraite.

Communications

En ce qui a trait a la mise en ceuvre des mesures du réglement, 'entreprise est
responsable des relations avec les participants et bénéficiaires qui regoivent une
rente. Elle est notamment tenue de répondre aux questions soulevées par ceux-ci
sur ces mesures et de leur communiquer une information adéquate.

Chaque année, le comité de retraite informe les participants et les bénéficiaires de
['état de la situation du régime et des mesures qui ont été prises. L’information est
au préalable validée par la Regie des rentes.

Pour chacune des années 2011 a 2020, 'entreprise présente sans délai ses états
financiers vérifiés a la Régie des rentes. Pour les années postérieures 3 2015, dans
le cas ou elle considére que la situation financiére de I'entreprise le justifie, la Régie
des rentes convoque les parties au régime pour évaluer les mesures et les
mécanismes pouvant étre considérés en vue d'augmenter plus rapidement les
degrés de solvabilité cibles.

Régimes de retraite visés

Les régimes de retraite visés par le réglement sont ceux sous la surveillance de la
Régie des rentes du Québec énumeérés a I'annexe B.

Toutefois, dés que 'actif d’'un régime devient supérieur a son passif selon 'approche
de solvabilité, ce régime cesse d'éfre visé par le réglement et les régles habituelles
de la Loi RCR s'appliquent pour son financement. :

Le degré de solvabilité des régimes de retraite correspond au degré de solvabilité
moyen (somme de I'actif total / somme du passif total) de I'ensembie des régimes de
retraite énumeérés a 'annexe B.

Faillite de 'entreprise

En cas de faiflite de 'entreprise avant le 1°" janvier 2012, les participants et
bénéficiaires qui regoivent une rente de méme que les participants et bénéficiaires
qui auraient eu droit au service d'une rente s'ils en avaient fait la demande pourront,
en application du chapitre 1 des lois de 2009, faire le choix de confier
I'administration de leurs actifs & la Régie des rentes. La compensation offerte pour
neutraliser 'effet des mesures d’'allégement, prévue au troisiéme alinéa de l'article




230.0.0.9 de la Loi RCR, ne sera toutefois pas applicable et aucune nouvelle
garantie ne sera prévue pour ces participants et bénéficiaires.

10. Fin de I'application du réglement
A compter du 31 décembre 2020, les régles habituelles de la Loi RCR

recommencent & s'appliquer, notamment pour le financement du déficit de
solvabilité de chaque régime de retraite, consolidé a cette date.




ANNEXE A

ILLUSTRATION DES COTISATIONS D’EQUILIBRE DE BASE

ET ADDITIONNELLES
(article 2}
Cotisation
Année d'équilibre Cotisation additionnelle
de hase
(million $)

2011 50

2012 50

2013 50 Si solvabilité < 75 % au 31/12/2012 : 15 % du flux de trésorerie
disponible (2012), sans excéder 15 M$

2014 50 Si solvabilité < 76 % au 31/12/2013 : 15 % du flux de trésorerie
disponible (2013), sans excéder 15 M$

2015 50 Si solvabilité < 76 % au 31/12/2014 : 15 % du flux de trésorefrie
disponible (2014), sans excéder 15 M$ ;

2016 50 Si solvabilité < 77 % au 31/12/2015 ; 15 % du flux de trésorerie
dispenible (2015), sans excéder 15 M$

2017 50 Si solvabilité < 78 % au 31/12/2016 : 15 % du flux de trésorerie
disponible (2016), sans excéder 15 M$

2018 50 Si solvabilité < 80 % au 31/12/2017 : 15 % du flux de trésorerie
disponible (2017}, sans excéder 15 M$

2019 50 Si solvabilité < 83 % au 31/12/2018 : 15 % du flux de trésorerie
disponible (2018), sans excéder 15 M3
Si solvabilité < 85 % au 31/12/2019 : 15 % du flux de trésorerie

2020 50

disponibfe (2019), sans excéder 15 M$




ANNEXE B
REGIMES DE RETRAITE VISES

{article 8)
Numéro Autorité
du responsable
régime Nom du régime de la
surveillance
24239 | Régime de retraite applicable aux employés syndigqués de la QC
Compagnie Abitibi-Consolidated du Canada
202440 | Pension Plan for Ontario Hourly Employees of Abitibi- ON
Consolidated Company of Canada
101793 | Régime de retraite applicable aux employés non-syndiqués de QC
Abitibi-Consolidated inc.
30064 | Pension Plan for Executive Employees of Abitibi-Consolidated QC
Inc.
22112 | Régime complémentaire de retraite des employés syndiqués de QC
la Compagnie Abitibi-Consolidated du Canada - Division Pates
et papier - Secteur Clermont
27066 | Régime complémentaire de retraite des employés syndiqués de QcC
la Compagnie Abitibi-Consolidated du Canada - Divisions Pates
et papier - Secteur Amos .
294496 | Supplementary Pension Plan for Unionized Employees of ON
Abitibi-Consoclidated Company of Canada — Pulp & Paper
Divisions — Thorold Sector
22322 | Régime complémentaire de retraite des employés syndiqués de QC
la Compagnie Abitibi-Consoclidated du Canada - Division Pates
et papier - Secteur Baie-Comeau
30670 | Regime de retraite des employés (1988) de Bowater Produits QcC
forestiers du Canada inc./Employees Retirement Plan (1988) of
Bowater Canadian Forest Products Inc.
5839 | Régime de retraite des employés (1946) de Bowater Produits QC
forestiers du Canada inc. / Employees' Retirement Plan (1946)
of Bowater Canadian Forest Products Inc.
260801 | Employees’ Retirement Plan (1972) of Bowater Canadian ON
Forest Products Inc.
575324 | Supervisory Employees Retirement Plan (1978) of Bowater ON
Canadian Forest Products Inc.
355511 | Executive Staff Employees Retirement Plan (1976) of Bowater ON
Canadian Forest Products Inc.
31383 | Régime de retraite des salariés non syndiqués (1995) de QC
Bowater Produits forestiers du Canada inc.
31384 | Régime de retraite des salariés syndiqués (1994} de Bowater QC

Produits forestiers du Canada inc.

CGA 20100716




APPENDIX “K”

SEPTEMBER 13, 2010 CORRESPONDENCE - ENGLISH AND FRENCH
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Gouvernement du Québec
Le ministre du Développement économigue, de I'lnnovation et de ’Exportation

Député de Marguerite-Bourgeoys

Québec, lé 13 septembre 2010

Maonsieur Richard B. Evans
Président du conseil d’administration
AbitibiBowater inc.

1155, rue Metcalfe

Montréal {Québec) H3B 5H2

Monsigur,

Selon les renseignements que nous avons, vous procéderez aujourd’hui a la
présentation de I'Entente concernant les exploitations de pates et papiers
d'AbitibiBowater Canada au Québec, convenue avec le gouvernemeni du
Québec et la Régie des rentes du Québec. Les créanciers auront également a se
" prononcer dés demain sur votre plan de restructuration.

Le gouvernement du Québec a déployé beaucoup d'efforts en vue de conclure
cetie eniente avec AbitibiBowater. Celle-ci permettra, sI volre planh de
restructuration est accepté par les créanciers ef les tribunaux, de favoriser
i'affranchissement de votre entreprise des mécanismes prévus a la Loi sur les
arrangements avec les créanciers du Canada et au chapitre 11 de la loi
américaine sur les faillites. Cela assurera la poursuife des activites des usines
toujours actives au Québec, ainsi que la protection des retraites de milliers de
travailleurs québécois. ’

Nous comprenons également, et nous en sommes trés heureux, que cette
entente regoit un accueil majoritairement. favorable de la part des principaux
intéressés par celle-ci: les. milliers de travailleurs et les retraités
d'AbitibiBowater.

Québec Maontréal
710, plate D'Youville, &® étage 380, rue Saini-Antoine, 5¢ étage
Québec (Québec) GIR 4Y4 Iiontréal (Québec) H2y 3X7

Téléphone : 418 £91-5650 Télfephone 1514 499-2552




Néanmoins, je tenais par la présente, & vous reitérer le ‘désaccord du
gouvernement du Québec avec les dispositions concernant les « primes de
restructuration », prévues dans le Plan de rémunération et d’affaires propose par
la Société et soumis aux créanciers canadiens et américains le 2 ao(t dernier, et
sur lequel le gouvernement du Québec n'a pas eu & se prononger,

En vertu de ce plan, aucune prime de restructuration ne peut &tre versée tant
gue la protection des créanciers s'appliquera et sans l'autorisation du tout
nouveau consell d'administration -qui sera constitué lorsgue l'entreprise s'en
affranchira.

Par conséguent, je vous informe que le gouvernement du Québec souhaite que
cette disposition soit revue par le nouveau conseil d’administration et qu'il en fera
un suivi serré dans le cadre de la reddition de compte annuelle qu'AbitibiBowater
s'est engagée a effectuer auprés du gouvernement du Quebec en vertu de
I'entente que nous venons de conclure. Je vous prie d'informer les créanciers de
cette intention du gouvernement du Québec.

Je vous prie d'agréer, Monsieur, 'expression de nos sentimenis les meilleurs.
g

Clément Gignac




[TRANSLATION FROM THE FRENCH LANGUAGE ORIGINAL]
Québec, September 13, 2010

Mr. Richard B. Evans

Chairman of the Board of Directors
AbitibiBowater inc.

1155 Metcalfe Sireet

Montréal, Québec

H3B 5H2

Sir,

According to our information, today you will disclose the Agreement concerning the Quebec pulp and
paper operations of AbitibiBowater Canada, entered into with the Quebec government and the Régie des
rentes du Québec {Quebec Pension Board). The creditors will also vote tomorrow on your restructuring
plan.

The Quebec government has put a great deal of effort in order to conclude this agreement with
AbitibiBowater. If approved by the creditors and the Courts, it will help permit the Company to emerge
from the mechanisms provided for under of the Companies’ Creditors Arrangement Act in Canada and
Chapter 11 of the U.S. Bankruptcy Code. This will ensure the continued operations in the mills still active
in Quebec and safeguard the pensions of thousands of Quebec workers.

We also understand, and are very pleased, that this agreement is well-received by the majority of the
people most cancerned, namely the thousands of AbitibiBowater workers and retirees.

Nevertheless, | wish to reiterate hereby that the Quebec government disagrees with the “restructuring
bonuses” provided in the Compensation and Business Plan proposed by the Company and submitted to
Canadian and U.5. creditors on August 2nd, and which the Quebec government was not called upon to
approve.

According to this plan, no restructuring bonuses will be paid as long as creditor protection is in effect and
until authorized by the new board of directors that will be constituted once the protection no longer
applies.

Consequenitly, you are hereby informed that the Quebec government wishes the new board of directors to
review this provision, and that it will monitor it closely as part of the annual reporting that AbitibiBowater
has agreed to maintain with the Quebec government under the agreement that we have just signed.
Please inform the creditors of the Quebec government's intention.

Yours truly,

(s} Clément Gignac
Minister, Econcmic Development, Innovation and Export Trade



11565, rue Metcalfe, bureau 80U ahééfbg

Montres {Quebee) HIB 5H2 Canade 3
Tel.513 875-2160 abitibibowster.com bowater

Le lundi 13 septembre 2010

Monsieur Clément Gignac

Ministre du Développement Economique, de Ennovation et de 'Exportation
710, place D'Youville, 6e étage

Québec (Québec) G1R 4Y4

Mansieur fe ministre,

Tout d'abord, j'aimerais vous remercier de 'appui que votre ministére & démontrer au cours de
la restructuration de notre Société. Le succés de cette opération aura des répercussions directes
sur le maintien de la vitalité économique de plusieurs régiens de la province. Nous poursuivons
nos efforts afin qu'AbitibiBowater renforce sa contribution a I'économie du Québec.

Au nom du conseil d'administration, j'accuse réception de votre lettre datée du 13 septembre.
Je vous assure que votre souhait de revoir la disposition en question sera partagé avec
diligence aupres des nouveaux membres du conseil d'administration lors de sa premiére séance
officielle.

Le nouveau consell d'administration compte maintenir une excellente relation avec le
gouvernement du Québec et la Société respectera les mécanismes de reddition de compte
annuelle prévus dans Fentente que nous venons de conclure. Je tiens & vous souligner par
ailleurs, que le nouveau cansell d'administration entrera en fonction aprés que la Société ait
compiétée sa restructuration avec succés.

Je vous prie d'agréer, Monsieur le ministre, mes salutations les meilleures.

S

Richard B. Evans
Président du conseil dadministration
AbitibiBowater Inc.




[TRANSLATION FROM FRENCH LANGUAGE]
[abitibi bowater leiterhead)
Monday, September 13, 2010

Mr. Clément Gignac

Minister of Economic Development, Innovation and Export Trade
710 place D’Youville, 6° étage

Québec QC GIR 4Y4

Dear Minister,

First of all, I would like to thank you for the support shown by your Ministry during the restructuring of our
Company. The success of this transaction will directly contribute t¢ maintaining the economic vitality of many
regions of the province. We are continuing our efforts to ensure AbitibiBowater increases its contribution to the
Québec economy.

On behalf of the Board, I acknowledge receipt of your letter of September 13. I assure you that your desire to
review the clause in question will be earnestly shared with the new members of the Board at its first formal meeting,

The new Board is committed to maintaining an excellent relationship with the government of Québec and the
Company will comply with the annual accounting procedure provided for in the agreement we have just entered
into. T would also like to underline that the new Board will take office after successful completion of the Company’s
restructuring.

Yours truly,

Richard B. Evans
President of the Board
AbitibiBowater Inc.
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