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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"), 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 (UK. Inc., a
subsidiary of ACI, was added to the list of the ACI Petitioners.

2. Pursuant to the Initial Order, Ernst & Young Inc. (“EYT”) 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 June 18,
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 “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 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

9.

10.

ABH is one of the world’s largest publicly traded pulp and paper manufacturers.
It produces a wide range of newsprint and commercial printing papers, market
pulp and wood products. The ABH Group owns interests in or operates pulp and
paper facilities, wood products facilities and recycling facilities located in
Canada, the United States, the United Kingdom and South Korea. The
Petitioners’ United Kingdom subsidiary, Bridgewater Paper Company Ltd., filed
for administration, pursuant to the United Kingdom’s Insolvency Act of 1986, on

February 2, 2010.

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.  AClis adirect and indirect wholly-owned subsidiary of ABH.

12.  ABH wholly owns BI which in turn, wholly owns BCHI which, in turn, indirectly

owns BCFPI which carries on the main Canadian operations of BI.

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

ABH’s Canadian assets and operations.

PURPOSE

14.  This is the forty-first report of the Monitor (the “Forty-First Report”) in these
CCAA Proceedings, the purpose of which is to report to this Honourable Court

with respect to the following:

(i) the Petitioners’ five-week cash flow results for the period from March 1,
2010 to April 4, 2010 (the “Reporting Period™), in accordance with the
first stay extension order of this Honourable Court dated May 14, 2009
(the “First Stay Extension Order”), and to provide details with respect to

the following:

(a) an update in respect of the market condition overview in the forest
products industry provided in the thirty-seventh report of the
Monitor dated March 29, 2010 (the “Thirty-Seventh Report”);

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



(©) the current liquidity and revised cash flow forecasts of the ACI

Group and BCFPI for the 13-week period ending July 4, 2010;

(d) an update with respect to certain key performance indicators

(“KPIs”) tracked by the Petitioners;

(i)  an update with respect to the claims processes approved by various orders

of this Honourable Court;

(iii)  certain requests for the formation of a committee to represent the interests

of current shareholders of ABH; and

(iv)  a Notice of Garnishment received by the Monitor.

TERMS OF REFERENCE

15.

In preparing this Forty-First 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 Forty-First Report. Some of the information
referred to in this Forty-First Report consists of forecasts and projections. An
examination or review of the financial forecast and projections, as outlined in the
Canadian Institute of Chartered Accountants Handbook, has not been performed.
Future-oriented financial information referred to in this Forty-First 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



16.

17.

18.

projections, even if the assumptions materialize, and the variations could be

significant.

Capitalized terms not defined in this Forty-First 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$0.90 unless

otherwise noted.

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

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

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

Proceedings.

Copies of all of the U.S. Bankruptcy Court’s orders are posted on the website for
Epiq Bankruptcy Solutions LCC (“Epiq”) at
http://chapter] 1.epigsystems.com/abitibibowater. The Monitor has included a

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

CURRENT MARKET CONDITIONS IN THE FOREST PRODUCTS INDUSTRY

19.

20.

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

products industry.

According to a report issued on April 2, 2010 by RISI.com (a leading forest
products publication, the “RISI Report”) the Petitioners, along with the majority

of North American newsprint producers, have recently announced two increases



21.

22.

23.

in the price of newsprint, each in the amount of $25 per tonne, effective May 1,
2010 and June 1, 2010. The RISI Report notes that these two price increases

represent the third and fourth such price increases in 2010.

The RISI Report also notes that, based upon a survey of significant producers,
pulp prices are set to increase in April. The RISI Report notes that this increase
will be the tenth in the last eleven months, indicating a very strong pulp market.

BCFPI produces pulp at its Thunder Bay facility.

According to a report on RandomLengths.com, a leading lumber industry
publication, the Random Lengths Framing Composite Index for the week of April
23, 2010, which tracks a mix of lumber grades used in the construction industry,
has increased from $212 per thousand board feet to $365 per thousand board feet
over the last 12 months. As detailed in Appendices “I” and “J” of this Forty-First
Report, the Petitioners have experienced an increase in lumber pricing over the

last number of months.

With respect to transactions in the forest products industry, Domtar Corporation
(“Domtar’) announced on March 29, 2010 that it would be selling its forest
products business to EACOM Timber Corporation. The sawmills sold by Domtar
are capable of producing approximately 900 million board feet of lumber per year

and the transaction is scheduled to close in the second quarter of 2010.

RECEIPTS AND DISBURSEMENTS FROM MARCH 1, 2010 TO APRIL 4, 2010
FOR THE ACI GROUP AND BCFPI

The ACI Grou

24,

The table below summarizes the ACI Group’s (including DCorp) actual receipts
and disbursements for the Reporting Period, which is detailed in Appendix “E” of
this Forty-First Report, with a comparison to the ACI Forecast amounts provided
in the Thirty-Seventh Report.



25.

26.

Opening Cash

JReceipts

Disbursements
Net Trade Disbursements
Intercompany
Other

Financing
Securitization Inflows / (Outflows)
Adequate Protection by DCorp to ACCC Term Lenders
Restructuring & Other [tems
Foreign Exchange Translation

Net Cash Flow

Ending Cash

Immediately Available Liquidity

Total Available Liquidity

The ACI Group

US$000
Actual Forecast Variance
$ 224731 $ 224731 $
224,300 189,446 34,854 18%
(144,983) (123,983) (21,000)  (17%)
(1,986) . (1,986)  N/A
(87.,750) (95,862) 8,112 8%
(234,719) (219,845) (14,874)  (7%)
(4,031) (2,388) (1,643)  (6%%)
(3,498) (3,287) 21y (6%)
(4,633) (5,250) 617 12%
(11,635) - (11,635) N/A
(23,797) (10,925) (12,872) (118%)
(34,216) (41,324) 7,108 17%
M 190,515 § 183,407 $ 7,108 4%
$ 245,063 $ 239,049 3 6,014 3%
b 305,379 3 319,865 s (14,486)  (5%)

As detailed in the twenty-ninth report of the Monitor dated December 16, 2009
(the “Twenty-Ninth Report”) the sale of the ACCC MPCo Interest closed on
December 9, 2009 for gross proceeds of CDN$615 million (the “Proceeds”).

Certain of the Proceeds were paid to the Monitor for distribution as follows:

1) CDN$200.0 million to the Senior Secured Noteholders (i.e. the holders of
the 13.75% notes due 2011); and

(i))  CDN$130.0 million to the ACI Group pursuant to the ULC DIP Facility.

The Monitor continues to hold the following amounts related to the sale of the

ACCC MPCo Interest pursuant to an order of this Honourable Court dated

November 16, 2009:

(i) $45.0 million that is available as liquidity to the ACI Group subject to

providing notice to certain creditors (the “ULC DIP Facility Available

Upon Notice”);




27.

30.

(i)  $45.0 million that is available to the ACI Group subject to Court approval
for the use of such funds (the “ULC DIP Facility Available Upon Court

Approval”); and

(iii)  Approximately $47.1 million that is not available to the ACI Group (the
“Restricted ULC Reserve Deposit”). The Monitor will continue to hold
these funds until further order of this Honourable Court.

Pursuant to an order issued by the U.S. Bankruptcy Court, funds related to the
sale of certain DCorp recycling assets (approximately $11.3 million, the
“Recycling Proceeds”) and funds related to the sale of DCorp’s West Tacoma
mill (approximately $4.1 million, the “West Tacoma Proceeds”) are only
available to the ACI Group on ten days’ notice to the agent for the ACCC Term
Lenders. The Recycling Proceeds and West Tacoma Proceeds are held in a
designated account and are separate from the ACI Group’s general operating

funds.

Subsequent to the Reporting Period, the Monitor received approximately $2.6
million related to the sale of ACCC’s St. Raymond sawmill (the “St. Raymond
Proceeds”). The St. Raymond Proceeds will be held by the Monitor until further

order of this Honourable Court.

As shown in the table above, the ACI Group’s total receipts for the Reporting
Period, net of joint venture remittances, were approximately $34.9 million higher
than projected in the ACI Forecast. Disbursements were approximately $14.9
million higher than projected in the ACI Forecast and Financing net cash flows
were approximately $12.9 million more than projected in the ACI Forecast.
Overall, the ending cash balance was approximately $7.1 million higher than the
ACI Forecast and Immediately Available Liquidity was approximately $6.0
million higher than the ACI Forecast.

“Immediately Available Liquidity” in the chart above includes cash on hand

plus liquidity available pursuant to the ULC DIP Facility Available Upon Notice



and amounts available through the ACI Group’s Amended Securitization
Program. “Total Available Liquidity” includes Immediately Available Liquidity
plus the ULC DIP Facility Available Upon Court Approval, the Recycling
Proceeds and the West Tacoma Proceeds. Proceeds received from the sale of
DCorp’s Lufkin facility will be included in Total Available Liquidity when the

sale closes (approximately $20.5 million, the “Lufkin Proceeds”).

Receipts

31. A breakdown of the receipts for the Reporting Period is outlined in the table

below:
§US 000

Para, Actnal Forecast Variance Variance %

niy 8 194299 A VERTY) § 20,187 12%

32() 1748 - 148 NA
Joint Venture Remittances, Net 3(i) (17,9549) (20,905) 2951 14%
Collections on Behalf of Joint Ventures 3ii) 2,886 20,303 (17417 (86%)
Net AR Collections 203,979 113,510 30,469 18%
Other Inflows 32/iii) 20321 15,936 4385 8%
Total Receipts § 24300 0§ 189446 34,854 18%

32.  The variance analysis has been compiled based on discussions with Management

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

(1) A/R Collections, inclusive of receipts related to Intercompany A/R
Settlements, net Joint Venture Remittances, and Collections on Behalf of
Joint Ventures, were approximately $204.0 million during the Reporting
Period compared to a forecast amount of $173.5 million resulting in a
positive variance of approximately $30.5 million. This difference is

primarily due to the timing of customer receipts.

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

-10 -



(i)

(iii)

Collections on Behalf of Joint Ventures totalled approximately $2.9
million during the Reporting Period. This amount represents amounts
collected by the ACI Group for accounts receivable that belong to a joint
venture partner. Such amounts will be paid to the joint venture partner on
a monthly basis or in accordance with the joint venture agreement. The
collections on behalf of joint ventures were $2.9 million for the Reporting
Period as compared to a forecast amount of approximately $20.3 million,

resulting in a negative variance of approximately $17.4 million.

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

on a monthly basis.

During the Reporting Period, disbursements related to Joint Venture
Remittances totalled approximately $18.0 million resulting in a positive
variance of approximately $3.0 million. This is primarily due to lower

than forecast remittances to the Augusta joint venture.

Other Inflows, which includes sales of woodchips to third parties, tax
refunds and other miscellaneous receipts, totalled approximately $20.3
million during the Reporting Period. The ACI Forecast included projected
receipts of $15.9 million, resulting in a positive variance of approximately

$4.4 million. Significant receipts included:
(a) Approximately $11.7 million for the sale of wood chips; and

(b) Approximately $6.3 million of deposits made at the mill level
(which include deposits for local sales, refunds from various

suppliers and other deposits).

-11-



Disbursements

33. A breakdown of the disbursements related to Ner Trade Disbursements for the

Reporting Period is outlined below:

§US 000
Para, Actual Forecast Variance Variance %
Trade Payables Min oS (s4116) § (120229 § (33,887) (28%)
Intercompany A/P Settlement (i) 9133 - 9,133 NA
(Capital Expenditures 34(i) - (3,754) 3,754 100%
Net Trade Disbursements $ (144983) §  (I39%3) § (21,000 (17%)
———————————

34.  The variance analysis with respect to the disbursements for the more significant
variances has been compiled based on discussions with Management and the

following represents a summary of the reasons for the variances:

(1) Disbursements related to Trade Payables were approximately $154.1
million during the Reporting Period, which was approximately $33.9
million greater than the ACI Forecast. This negative variance can be

explained by the fact that:

(a) Capital Expenditures have been included in the actual amount for
Trade Payables disbursements until such time as the ACI Group
identifies and allocates the disbursements which are capital in

nature;

(b)  The ACI Group regularly disburses amounts on behalf of other
affiliated entities which are included in Trade Payables (as noted
above, the ACI Group was reimbursed by affiliates for
approximately $9.1 million of such amounts, detailed on the
Intercompany A/P Settlements line, during the Reporting Period).
The quantum of amounts disbursed on behalf of other entities is
not known until such time as the Petitioners reconcile their

intercompany accounts, which is done on a regular basis; and

-12 -



35.

(©) Production in both woodland operations and at the ACI Group’s
paper mills was higher than forecast. This increase resulted in
disbursements related to Trade Payables being approximately

$16.7 million higher than contemplated in the ACI Forecast.

(ii)  Asnoted above, Capital Expenditures are not tracked on a weekly basis.
The disbursements related to capital expenditures have been included in
the Trade Payables disbursement line. Management has advised the
Monitor that capital expenditures for the months of February and March,

2010 totalled approximately $1.4 million and $1.5 million, respectively.

The net disbursements related to intercompany collections are detailed in the chart

below:
$US 000
Para, Actual Forecast Variance Variance %
AR Collections - Affiliates i 8 pAT B - § 23,068 NA
Intercompany AR Settlements 35(ii) (25,054) - (25,054) NA
$ (198) § - § (1,986) N/A

(1) A/R Collections — Affiliates totalled approximately $23.1 million during
the Reporting Period. As part of its normal Cash Management System, the
ACI Group regularly collects accounts receivable on behalf of other ABH
Group entities. As it is not possible to forecast which customers will
incorrectly pay the ACI Group on behalf of the other entities, collections
on behalf of affiliates are not forecast by the Petitioners. The funds are
paid on a regular basis by the ACI Group to the appropriate ABH Group
entity, which payments are reflected in the Intercompany A/R Settlements
line of the “Intercompany” section of the cash flow statement. As
discussed in the next section, an amount of approximately $25.1 million

~ was paid out to affiliates during the Reporting Period by the ACI Group to

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

-13 -



36.

(i)

The ACI Group does not forecast the disbursement of Intercompany A/R
Settlements as it is not possible to predict which customers will pay the

incorrect ABH Group entity for accounts receivable. The corresponding

_ receipt of these amounts collected from affiliate customers is included in

the A/R Collections — Affiliates line included in the “Intercompany”

section of the cash flow statement.

Disbursements related to “Other” items are summarized in the chart below:

$US 000
Pana, Actual Forecast Variance Variance %
Marine Freight Payments M § (19n 3 1500 § (3.897) (52%)

Utlty Payments 3(i) (327 (3854) 5265 14%
Payroll & Benefits 3(i) ®B075) 9819

6,744 14%

)
§ 77500 § (96§ 8112 §%

@

(ii)

Marine Freight Payments totalled approximately $11.4 million during the
Reporting Period. This compares to an amount of $7.5 million in the ACI
Forecast. This negative variance is due to the fact that a greater than
forecast proportion of total shipments required the use of marine freight
and that a payment to a significant shipper was made during the Reporting

Period which had been forecast to be made at a later date.

Utility Payments totalled approximately $33.3 million during the
Reporting Period. This compares to an amount of approximately $38.5
million in the ACI Forecast. The ACI Forecast contemplated that only
contractually agreed upon amounts (representing an estimate of
consumption) would be paid to certain hydroelectricity suppliers. Upon
reconciliation of total versus forecast use of hydroelectric power, it was
determined that the ACI Group had built up a credit balance with its
hydroelectricity suppliers for the month of February based on actual

consumption. As such, certain payments to hydroelectricity suppliers

-14-




37.

38.

during the month of March were reduced to take into account this lower

consumption.

(iii)  Total payments for Payroll & Benefits were approximately $43.1 million
during the Reporting Period compared to an amount of approximately
$49.8 million in the ACI Forecast. The reason for this variance is due in
part to a lower than forecast pension payment (approximately $1.2
million), lower wages due to a public holiday (approximately $1.0 million)
and the timing of payment of certain payroll taxes (approximately $2.6

million).

Financing

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

following table:

SUS 000
Financin: Actual Forecast Variance Variance %
Securitization Inflows / (Outflows) B 8 @iy § @23 S (1643) (69%)
Adequate Protection by DCorp to ACCC Term Lenders 38(i) (3,498) onn . @ (6%)
Restructuring & Other Items 38iii) (4,633) (5,250) 617 12%
Foreign Exchange Translation 38(iv) (11,635) - (11,635) NA
§ @nn§ oy § (1287) (118%)

The variance analysis with respect to the ACI Group’s financing activities has
been compiled based on discussions with Management and the following

represents a summary of the reasons for the variances:

@A) Securitization Inflows/(Outflows) totalled an outflow of approximately
$4.0 million compared to a projected outflow of approximately $2.4
million during the Reporting Period. This negative variance was due to
the fact that an interest payment forecast to be paid in the week ended

April 11, 2010 was paid during the Reporting Period.

(i)  Adequate Protection by DCorp to ACCC Term Lenders was consistent
with the ACI Forecast.

-15-



(iii)

BCFPI

(iv)

39.

Payments for Restructuring & Other ltems totalled approximately $4.6
million compared to a forecast of approximately $5.3 million. The
difference is primarily due to the timing of invoice receipt from

professional service firms.

Amounts on the Foreign Exchange Translation line represent the
difference between the actual exchange rate between Canadian and U.S.
dollars at the time of conversion as compared to the forecast rate of
CDN$1.00=US$0.90. During the Reporting Period the value of the
Canadian dollar fluctuated between US$0.9470 and US$0.9941.

The following table summarizes the receipts and disbursements of BCFPI for the

Reporting Period, which is detailed in Appendix “F” of this Forty-First Report:

BCFPI
USS000
Actual Forecast Variance
Receipts § T4453 § 64,332 § 10121 16%
Disbursements
Net Trade Disbursements (42,598) (40,666) (1932)  (5%)
Intercompany (2,905) - (2905) NA
Other (20,150) (21,395) 145 6%
(65,653) (62,061) (359 (6%)
Financing
Interest (1,967) (1,845) (122} (™)
Restructuring Costs (1,101 (1,465) 364 25%
Foreign Exchange Translation (3,303) - (3,303 NA
(6871) (3,310) (3,561) 108%
Net Cash Flows 1,929 (1,039) 2968 (286%)
Opening Cash 11,036 11,036
Ending Cash $ 12965  § 9,997 § 2968 30%

-16 -




40. As detailed in the table above, BCFPI’s total receipts for the Reporting Period
were approximately $10.1 million higher than the BCFPI Forecast.
Disbursements were $3.6 million higher than the BCFPI Forecast and Financing
cash outflows were approximately $3.6 less than the BCFPI Forecast. BCFPI had
cash on hand of approximately $13.0 million at April 4, 2010. Overall, the ending
cash balance was approximately $3.0 million higher than the BCFPI Forecast.

Receipts

41. A breakdown of the BCFPI receipts is summarized in the table below:

US$000
IReceipts Para. Actual Forecast Variance Variance %
AR Collections 42(i) $ 15,941 $ 61,272 $ (45,331) (74%)
Intercompany A/R Settlements 42(i) 34,404 - 34,404 N/A
Total A/R Collections 50,345 61,272 (10,927) (18%)
Advances from/(to) Bowater Inc. 42(ii) 12,000 (3,000) 15,000 500%
Other Inflows 42(ii) 12,108 6,060 6,048 100%
Total Receipts $ 74453 $ 64,332 $ 10,121 16%
42.  The variance analysis with respect to the receipts has been compiled based on

discussions with Management and the following represents a summary of the

reasons for the significant variances:

(1) Total 4/R Collections were approximately $50.3 million resulting in a
negative variance of approximately $10.9 million. This variance is
primarily due to the timing of collections of pulp receivables from

BCFPI’s customers.

Pursuant to BCFPI’s normal practice and the Cash Management System,
sales which are made to customers domiciled in the United States are
made through an affiliate, Bowater America Inc. (“BAI”). BAI, which is
a subsidiary of BI, collects the accounts receivable from third party

customers and then remits these funds through an Intercompany A/R

-17-




Settlement to BCFPI. BCFPI continues to reconcile its intercompany trade

receivables on a regular basis.

In addition to the above, BI collects substantially all accounts receivable
related to BCFPI’s sale of pulp. Such amounts are reconciled and
transferred from BI to BCFPI on a monthly basis. Transfers of pulp
receipts through the end of March, 2010 have been paid to BCFPI during
the Reporting Period.

(ii) On a net basis, Advances from Bowater Inc. totalled $12.0 million during
the Reporting Period. Repayments of $3.0 million were forecast in the
BCFPI Forecast. The variance above is due to the fact that collections
from customers were less than forecast and additional advances from

Bowater Inc. were required to provide BCFPI with sufficient liquidity.

(ii1) Amounts received related to Other Inflows were approximately $12.1
million during the Reporting Period. Receipts related to Other Inflows
were forecast to be approximately $6.1 million, resulting in a positive
variance of approximately $6.0 million. This variance was primarily due

to higher than forecast sales tax receipts and mill level deposits.

Disbursements

43.  Details regarding BCFPI’s disbursements related to Net Trade Disbursements are

summarized in the following table:

US3000
Para, Actual Forecast Variance Variance %

Trade Payables 44(3) § (6%l § (38,398) $ 1,537 4%

Intercompany A/P Settlements - Receipts 44(ii) 8,960 - 8,960 NA
Intercompany A/P Settlements - Disbursements 44(iii) (2,733) - 2,733) NA
Capital Expenditures 44(iv) - (2,268) 2,268 100%
Payments on Behalf of Affiliates 44(v) (11,964) - (11,964) N/A
Net Trade Disbursements § (45 (40,666) $ (1,932 (5%)
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44,

45.

The variance analysis with respect to BCFPI’s disbursements has been compiled

based on discussions with Management and the following represents a summary

of the reasons provided for these variances:

@)

(i)

(iii)

@iv)

)

Disbursements related to 7rade Payables were approximately $1.5 million

less than projected during the Reporting Period.

Intercompany A/P Settlements — Receipts represents BCFPI being
reimbursed for disbursements made on behalf of related entities. During
the Reporting Period, BCFPI received approximately $9.0 million for

disbursements made on behalf of Bowater Mersey.

Intercompany A/P Settlements - Disbursements represents BCFPI
reimbursing related entities for payments made on its behalf. During the
Reporting Period, such payments totalled approximately $2.7 million and

are primarily reimbursements to the ACI Group for freight costs.

Capital Expenditures are not tracked on a weekly basis. As such,
disbursements for this line item have been included in 7rade Payables.
The Monitor has been advised that capital expenditures for February and
March, 2010 were approximately $0.9 million and $0.1 million,

respectively.

Payments on Behalf of Affiliates were $12.0 million during the Reporting
Period. These payments primarily represent disbursements made by
BCFPI on behalf of Bowater Mersey. Due to the integrated nature of the
operations of the Petitioners and the Cash Management System, such
payments occur on a regular basis. BCFPI does not typically forecast such

payments, nor does it typically forecast the repayment of these items.

Actual receipts and disbursements related to intercompany accounts receivable

transactions are summarized in the table below:
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46.

US5000
Para, Actual Forecast Variance Variance %
AR Collections - Affiliates 45() § 4892 $ 4,892 N/A
Intercompany A/R Settlements 45(ii) (1,797} (1,197 NA
$ 2%5 § 2,905) NA

(1) Receipts related to A/R Collections — Affiliates totalled approximately $4.9

million during the Reporting Period. Such amounts are regularly collected

by BCFPI as part of the operation of the Cash Management System.

(i)

Payments for Intercompany A/R Settlements totalled approximately $7.8

million during the Reporting Period. Intercompany A/R Settlements

represent payments made by BCFPI to reimburse related entities for

accounts receivable incorrectly paid to BCFPI by ABH-affiliated

customers.

Disbursements for “Other” items are as follows and are summarized in the table

below:
US$000
Para, Actual Forecast Variance Variance %
Freight 46(i) § (6032) § (5,722) $ (310) (5%)
Intercompany SG&A Allocation 46(ii) (400) 400 100%
Payroll and Benefits 46(ii) (14,118) (15273) 1,155 8%
$ (20,150 § (21,395) $ 1,245 6%

) Disbursements for Freight totalled approximately $6.0 million during the

Reporting Period. This compares to an amount of approximately $5.7

million in the BCFPI Forecast.

(i)

during the Reporting Period. The timing of settlement of SG&A costs

incurred in Q2, 2009 is not certain.
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(iii)  During the Reporting Period, payments in respect of Payroll and Benefits
totalled approximately $14.1 million. The BCFPI Forecast projected
disbursements in the amount of $15.3 million.

Financing
47. Details regarding financing are summarized in the following table:
USS000

Financing Para, Actual Forecast Variance Variance %

[nterest 48 $ (1967) § (1,345) $ (122) (7%)

Restructuring Costs 49 (1,101 {1,465) 364 25%

Foreign Exchange Translation 50 (3,803) - (3,803) N/A

Cash Flow from Financing/Restructuring $ (6871 $ (3,310) $ (3,361) (108%)

48.  Disbursements related to nterest, which were forecast to be approximately $1.8

million, were approximately $2.0 million.

49.  Restructuring Costs were approximately $1.1 million compared to a forecast

amount of approximately $1.5 million. This variance is primarily due to the

timing of invoice receipt from various professional service firms, as significant

payments were made in the first week after the Reporting Period.

50.  Amounts on the Foreign Exchange Translation line represent the difference

between the actual exchange rate at the time of conversion between Canadian and

U.S. dollars as compared to the forecast rate of CDN$1.00=US$0.90.

CURRENT LIQUIDITY POSITION AND THE 13-WEEK CASH FLOW

FORECASTS

51.  Attached as Appendices “G” and “H”, respectively, are the updated 13-week cash

flow forecasts of the ACI Group (including DCorp) and BCFPI through July 4,

2010.
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52.

53.

54.

As at April 4, 2010, the ACI Group had cash on hand of approximately $190.5
million. In addition to this amount, the ACI Group also has the ULC DIP Facility
Available Upon Notice ($45 million) and the ULC DIP Facility Available Upon
Court Approval (a further $45 million) available as liquidity. The ACI Group
also held $11.3 million representing the Recycling Proceeds and approximately
$4.1 million representing the West Tacoma Proceeds. As noted above, the
Monitor received, and will hold in trust, approximately $2.6 million in respect of
the sale of a sawmill in St. Raymond, Quebec. Due to the timing of their receipt,

the St. Raymond Proceeds are not reflected in the cash flow forecast in Appendix

“G”

The ACI Group’s actual liquidity to April 4, 2010 and forecast total Immediately
Available Liquidity for the 13 weeks ending July 4, 2010 is set forth in Appendix

“G” and is summarized in the graph below.

—
Actual & Projected ACI Group Immediately Available Liquidity
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The ACI Group’s Immediately Available Liquidity at July 4, 2010, which is the
end of the 13-week period in the forecast in Appendix “G”, is projected to be

approximately $219.1 million.
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55.

56.

57.

The projected Immediately Available Liquidity in the graph above excludes
certain items including the ULC DIP Facility Available Upon Court Approval
($45 million), approximately $20.5 million forecast to be received from the sale
of DCorp’s Lufkin facility, the West Tacoma Proceeds (approximately $4.1
million) and the Recycling Proceeds (approximately $11.3 million). Thus, the
ACI Group’s Total Available Liquidity at July 4, 2010 is projected to be
approximately $299.9 million.

Actual results since the date of the issuance of the Initial Order and BCFPI’s
forecast liquidity for the 13 weeks ended July 4, 2010, which includes the
projected intercompany repayment to Bl in the amount of $19.0 million, is set
forth in Appendix “H” and is summarized in the graph below. The estimate of
liquidity in the following graph assumes that a minimum cash balance of $10.0

million will be maintained and funds will be transferred from BI, as necessary, on

that basis.
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On August 26, 2009 and September 1, 2009, this Honourable Court and the U.S.
Bankruptcy Court, respectively, approved certain agreements between the ACI
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58.

59.

Group, BCFPI and Smurfit-Stone Container Canada Inc. (“Smurfit”) relating to
the sale of certain timberlands by Smurfit, which will result in BCFPI receiving
net proceeds in the amount of approximately $25.9 million (the “Smurfit
Timberland Proceeds”). The Smurfit Timberland Proceeds were paid to the
Monitor’s trust account in the week ended October 25, 2009 and are to be held in
trust by the Monitor pending further order of this Honourable Court. For
purposes of the forecast, the proceeds are reflected as being held in trust by the
Monitor and are not used for operating purposes due to the uncertainty regarding

the timing of the release of these funds.

BCFPTI’s liquidity as at July 4, 2010 is projected to be approximately $10.7

million, not including the Smurfit Timberland Proceeds.

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

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

KEY PERFORMANCE INDICATORS

60.

As first reported in the Seventh Report, the Petitioners track certain key
performance indicators in the course of managing their business. Appendices “I”
and “J” contain certain key performance indicators which have been updated
through March 31, 2010, the most current data available as at the date of this

Forty-First Report.

UPDATE REGARDING THE CLAIMS PROCESS

6l1.

In the thirty-fifth report of the Monitor dated March 9, 2010 (the “Thirty-Fifth
Report”), the Monitor reported on claims that it had received against the
Canadian Petitioners and the Cross-Border Petitioners with respect to the First
Claims Bar Date (as defined the First Claims Process Order). Pursuant to an

Order of this Honourable Court dated February 23, 2010, April 7, 2010 was set as
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62.

63.

the Second Claims Bar Date (as defined the Second Claims Process Order). In

the weeks leading up to the Second Claims Bar Date, a substantial volume of

additional claims were received.

The claims received pursuant to this Second Claims Bar Date were principally

received from:

(1) employees that were active employees as of April 17, 2009 (the “Filing
Date”);

(ii) holders of certain secured term notes and credit facilities;

(iii)  damage claims with respect to contracts repudiated after August 31, 2009;

and
(iv)  claims from pension regulators.

Based on the Monitor’s preliminary review of the proofs of claim, the following

table summarizes the claims filed with the Monitor to date:

Abitibi* Bowater Canada ** Total
Category Count ~ CDNS CDN$ Count CDN$
Bondholder Claims 1 3,677,819,983 8 1,501,542,703 19 5,179,362,686
Secured Debt Claims 5 1,030,010,910 6 159,289,842 11 1,189,300,752
|Subsequent / Restructuring Claims 45 873,985,077 15 211,848,247 60 1,085,833,324
Employee Claims 3212 544,660,456 1,517 237,592,133 4,729 782,252,588
Other Claims 170 309,747,323 38 41,522,166 208 351,269,490
Trade Claims 2,432 179,145,669 910 53,009,168 3342 232,154,837
Construction Lien Claims 16 24,711,154 1 25,489 17 24,736,643
503(b)9 Claims 25 479,017 106 5,088 889 131 5,567,906
Total 5916 6,640,559,590 2,601 2,209,918 636 8517 8,850,478,225
Unliquidated Claims 89 - 2 56,598 161 56,598
Guarantor Claims S0 8,495,186,961 - - 50 8,495,186,961
Likely Duplicate Claims 39 12,224,538,559 453 5,970,784,349 849 18,195,322,908
Total Including likely duplicates &
Guarantor Claims 6,451 27,360,285,110 3,126 8,180,759,583 9,577 35,541,044,692
Duplicate count adjustment *** (1,300) - (854) - (2,154) -
Number of Claims 5,151 27,360,285,110 2272 8,180,759,583 7423 35,541,044,692

* Includes claims received by the Monitor for Abitibi-Consolidated Finance LP.

** Includes claims received by the Monitor and filed against Bowater Canada Finance Limited Partnership and Bowater Pulp and Paper Canada Limited
Partnership.

*** Adjustment to reflect that certain claims may have multiple components classified in more than one category
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64.

65.

66.

Based on the Monitor’s preliminary review, 1,010 (849 claims plus 161 claims in
the table above) claims for a total of approximately CDN $18.2 billion have been
filed for unliquidated damage claims and likely duplicate claims that have been
filed against multiple Petitioners, excluding several bond guarantee claims. The
Monitor’s estimate of the likely duplicate claims will be further refined as the

claims reconciliation and determination process progresses.

The categorization of claims is based on a preliminary analysis conducted by the

Monitor and remains subject to change as individual claims are analyzed and

reconciled.

Filed claims can be further broken by legal entity as follows:

Total claims filed

Debtor S Count. . CDONS. -

1508756 Ontario Inc. 50 1,059,380,050
3217925 Nova Scotia Company 17 241,475,522
3224112 Nova Scotia Limited 26 1,085,898,026
3231378 Nova Scotia Company 17 241,475,522
3834328 Canada Inc. 25 1,055,428,599
4042140 Canada Inc. 21 682,303,930
6169678 Canada Inc. 26 1,055,438,448
9068-9050 Quebec Inc. 17 241,475,522
9150-3383 Quebec Inc. 21 682,303,930
Abitibi Consolidated (UK) Inc. 6 443,386,355
AbitibiBowater Canada Inc. 156 422,063,813
Abitibi-Consolidated Canadian Office Products Holding Inc. 25 1,055,428,599
Abitibi-Consolidated Company of Canada 4,179 5,959,702,800
Abitibi-Consolidated Inc. 1,709 5,379,532,397
Abitibi-Consolidated Nova Scotia Incorporated 25 1,024,960,427
Alliance Forest Products Inc. (2001) 19 241,496,419
Bowater Belledune Sawmill Inc. 17 241,475,522
Bowater Canada Finance Corporation 47 1,496,444,857
Bowater Canada Finance Limited Partnership 22 400,765,364
|Bowater Canada Treasury Corporation 24 241,680,178
Bowater Canadian Forest Products Inc. 2,495 1,268,606,269
Bowater Canadian Holdings Incorporated 37 401,290,129
Bowater Canadian Limited 29 242,251,397
Bowater Couturier Inc. 17 241,475,522
Bowater Guerette Inc. 20 271,946,210
Bowater LaFHave Corporation 26 400,912,306
Bowater Maritimes Inc. 70 249,526,515
Bowater Mitis Inc. 20 241,480,346
Bowater Pulp and Paper Canada Holdings Limited Partnership 19 241,652,342
Bowater Shelburne Corporation 23 400,765,364
Bowater Treated Wood Inc. 16 211,006,095
Canexel Hardboard Inc. 17 241,475,522
Donahue Recycling Inc. 28 1,055,948,274
La Tuque Forest Products Inc. 35 241,968,974
Marketing Donohue Inc. 25 1,055,202,625
Saguenay Forest Products Inc. 131 1,060,209,845
Scamble Mining Ltd. 25 1,055,428,599
St-Maurice River Drive Company Limited 18 241,494,369
Terra Nova Explorations Ltd. 26 1,055,430,484
The International Bridge and Terminal Company 25 1,055,428,599
The Jonquiere Pulp Company 26 1,055.428.626
‘'Total claims filed 9,577 35.541,044,692
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67.

The claims reconciliation process is ongoing and progressing. The Monitor
continues to review, revise and disallow claims, as applicable, and will report to

this Honourable Court further on this process in subsequent reports.

REQUEST FOR THE APPOINTMENT OF AN EQUITY COMMITTEE

68.

69.

70.

71.

The Monitor and this Honourable Court have received a number of letters from

certain shareholders of ABH requesting the appointment of an equity committee.

The Monitor advised the shareholders that it would advise this Honourable Court
and the other stakeholders with respect to this request for the appointment of an

equity committee in an upcoming report of the Monitor.

The Monitor has also advised the shareholders that, in its view, the appointment

of an equity committee would not be appropriate in the CCAA Proceedings as:

(i)  the Petitioners are insolvent and the shareholders of the Petitioners have no

economic stake in the CCAA Proceedings; and

(i)  the shareholders who have requested the equity committee are shareholders
of ABH, which is a debtor in the Chapter 11 Proceedings and not a
Petitioner in the CCAA Proceedings; therefore, they do not have a direct
interest in the CCAA Proceedings.

The Monitor was requested by the Judge presiding over the CCAA Proceedings to

advise the ABH shareholders as follows:

(i)  the Superior Court of Quebec does not intend to reply to such
correspondence and has requested that the Monitor do so directly; and

(ii)  itis inappropriate to correspond directly with a Judge of any Canadian
Court and the shareholders must bring a motion before the Court to request

the relief they are seeking.
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NOTICE OF GARNISHMENT RECEIVED BY THE MONITOR

72.

73.

74.

75.

On April 16, 2010, the Monitor received a Notice of Garnishment from
Woodbridge Constructers Inc. (“Woodbridge™) dated April 13, 2010. The Notice
of Garnishment is addressed to the Monitor of ACCC.

In the Notice of Garnishment, it is alleged that (i) The McBurney Corporation
(“McBurney”) is indebted to Woodbridge in the amount of $451,888.30 and (ii)

the Monitor owes a debt to McBurney.

Counsel for the Monitor has exchanged correspondence with counsel for

Woodbridge and has advised counsel for Woodbridge as to the following:
(1) the Monitor is not in possession of control the Petitioners’ assets;
(i1) the Monitor does not owe a debt to McBurney;

(iii)  the Notice of Garnishment was issued after the date of the Initial Order

and, therefore, was issued in violation of the Initial Order;

(iv)  Woodbridge is stayed from taking any action or exercising any rights in

respect of the Monitor or Petitioners; and

(v) the Monitor intends to bring this matter to the attention of this Honourable

Court.

In addition, counsel for the Monitor has advised counsel for Woodbridge that, if
Woodbridge believes that one or more of the Petitioners are indebted to
McBurney, then Woodbridge should bring a motion before the Superior Court of

Quebec seeking leave to issue a Notice of Garnishment against that entity.
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All of which is respectfully submitted.

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

e

Alex Morrison, CA, CIRP
Senior Vice President

John Barrett, CA, CIRP
Vice President

Todd Ambachtsheer, CA, CIRP
Vice President
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

APPENDIX “A”

ABITIBI PETITIONERS
Abitibi-Consolidated Company of Canada
Abitibi-Consolidated Inc.
3224112 Nova Scotia Limited
Marketing Donohue Inc.
Abitibi-Consolidated Canadian Office Products Holding Inc.
3834328 Canada Inc.
6169678 Canada Inc.
4042140 Canada Inc.
Donohue Recycling Inc.
1508756 Ontario Inc.
3217925 Nova Scotia Company
La Tuque Forest Products Inc.
Abitibi-Consolidated Nova Scotia Incorporated
Saguenay Forest Products Inc.
Terra Nova Explorations Ltd.
The Jonquiére Pulp Company
The International Bridge and Terminal Company
Scramble Mining Ltd.
9150-3383 Québec Inc.

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

11.

12.

13.

14.

15.

16.

17.

18.

19.

APPENDIX “B”

BOWATER PETITIONERS
Bowater Canada Finance Corporation
Bowater Canadian Limited
Bowater Canadian Holdings. Inc.
3231378 Nova Scotia Company
AbitibiBowater Canada Inc.
Bowater Canada Treasury Corporation
Bowater Canadian Forest Products Inc.
Bowater Shelburne Corporation
Bowater LaHave Corporation
St-Maurice River Drive Company Limited
Bowater Treated Wood Inc.
Canexel Hardboard Inc.
9068-9050 Québec Inc.
Alliance Forest Products Inc. (2001)
Bowater Belledune Sawmill Inc.
Bowater Maritimes Inc.
Bowater Mitis Inc.
Bowater Guérette Inc.

Bowater Couturier Inc.
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10.

11.

12.

13.

14.

15.

16.

APPENDIX “C”
18.6 PETITIONERS

AbitibiBowater US Holding 1 Corp.

AbitibiBowater Inc.

Bowater Ventures Inc.

Bowater Incorporated

Bowater Nuway Inc.

Bowater Nuway Mid-States Inc.

Catawba Property Holdings LLC

Bowater Finance Company Inc.

Bowater South American Holdings Incorporated
Bowater America Inc.

Lake Superior Forest Products Inc.
Bowater Newsprint South LLC

Bowater Newsprint South Operations LLC
Bowater Finance I, LLC

Bowater Alabama LLC

Coosa Pines Golf Club Holdings, LLC
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APPENDIX “D”
PARTNERSHIPS

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

Abitibi-Consolidated Finance LP
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APPENDIX “E”
ACI GROUP ACTUAL RECEIPTS AND DISBURSEMENTS
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