














(ii) authorizing and directing ACI and ACCC to implement and complete the 

Proposed Transactions with such non-material alterations, amendments, deletions 

or additions as the parties may agree to with the consent of the Monitor; 

(iii) declaring that (i) the proceeds from the Proposed Transactions, net of certain 

payments, holdbacks, reserves and deductions, and (ii) the shares of the ULC, 

shall constitute and be treated as proceeds of the disposition of ACCC's MPCo 

shares (collectively, the "MPCo Share Proceeds"); 

(iv) declaring that the MPCo Share Proceeds extend to and include (a) ACCC's 

interest in the HQ Holdback and (b) ACCC's interest in claims arising from the 

satisfaction of related-party claims; 

(v) declaring that the MPCo Share Proceeds will be subject to a replacement charge 

(the "MPCo Noteholder Charge") in favour of the Trustee for the benefit of the 

Senior Secured Noteholders with the same rank and priority as the security held 

by the Trustee in respect of the shares ofMPCo held by ACCC; 

(vi) declaring that the ULC Reserve is subject to a charge in favour of the Trustee for 

the benefit of the Senior Secured Noteholders which is subordinate to a charge in 

favour of Alcoa (the "ULC Reserve Charge"); and 

(vii) ordering that the cash component of the MPCo Share Proceeds and the ULC 

Reserve be paid to and held by the Monitor in an interest bearing account or 

investment grade marketable securities subject to further Order of this Honourable 

Court. 

Status of the Closing of the Proposed Transactions 

20. As reported in the Sixteenth Report, the parties to the Proposed Transactions had agreed 

to use reasonable commercial efforts to close the Proposed Transactions on or before 

October 15, 2009. 
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21. However, the Monitor has recently been advised by Management and HQ that the 

Proposed Transactions are now not expected to close until the latter part of November or 

early December, 2009 and that the ACI Group has requested an extension from 

Investissement Quebec ("IQ") to December 15, 2009 for the repayment of the ACI DIP 

Facility. 

22. The Monitor has discussed the requested extension with counsel to IQ. 

23. The Monitor has been advised by ACI and HQ that the completion of the Proposed 

Transactions has been delayed due to the complex nature of the transactions, the 

outstanding governmental approval for the sale and/or transfer of private network 

hydroelectric facilities required by the Regie de I' Energie, and the need to address a 

number of outstanding issues relating to the closing of the Proposed Transactions, 

including: 

(i) the negotiation of the definitive acquisition agreement (the "Acquisition 

Agreement") for the Proposed Transactions by and among ACI, ACCC and HQ; 

(ii) the receipt of certain regulatory approvals in connection with the Proposed 

Transactions; 

(iii) HQ requires that a new collective bargaining agreement be in place with MPCo's 

employees at closing; and 

(iv) the negotiations with respect to a new power purchase agreement for the Baie

Comeau mill and the rates applicable thereto. The Monitor has been informed by 

Management that HQ has requested additional fees for the transportation and 

transmission of the electricity from MPCo to the Baie-Comeau mill. In order to 

mitigate this cost, ACI is considering selling to HQ, at nominal value, the 

transmission lines ACCC currently owns (and will no longer have a use for) that 

carry the electricity from the MPCo generation station to the Baie-Comeau mill as 

well as from the MPCo generation station to the city ofBaie-Comeau. 
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RECOMMENDATION 

123. It is the Monitor's view that, based on the ACI Monthly Forecast, the sensitivity analyses 

prepared by ACI with the assistance of the Monitor, the inter-month variability of ACI's 

cash flows, the minimum liquidity requirements under the Securitization Program and the 

requirement to repay the ACI DIP Facility, ACI will require the new ULC DIP Facility to 

ensure that ACI has sufficient liquidity to complete its restructuring in these CCAA 

Proceedings, although the Monitor notes that not all of the incremental ULC DIP Facility 

liquidity may be required immediately. 

124. Accordingly, the Monitor recommends that this Honourable Court grant the Petitioners' 

request for an Order: 

(a) authorizing ACI and/or ACCC, as borrowers, to enter into the ULC DIP 

Agreement substantially in the form of the ULC DIP Term Sheet; and 

(b) amending the Initial Order to increase the ACI DIP Charge by the 

aggregate amount ofCDN$230 million in favour of the ULC DIP Lender 

provided that the increased amount of the ACI DIP Charge shall be 

subordinated to any and all rights in favour of the Senior Secured 

Noteholders, the ACCC Term Lenders and the Lien Holders arising 

under paragraph 61.10 of the Initial Order and pursuant to the MPCo Sale 

Approval Order. 

125. The Monitor recognizes the concerns raised by certain stakeholders regarding the size of 

the ULC DIP Facility and the timing and availability of draws thereunder. The Monitor's 

concerns in this regard are mitigated by the fact that no interest accrues and no other fees 

are payable in respect of use of this facility. The Monitor also notes that, while there is 

no immediate need for the full amount of the ULC DIP Facility, such need may arise over 

the course of this CCAA proceeding if certain key assumptions in the ACI Monthly 

Forecast are not met. In the Monitor's opinion, it would prudent for the ACI Group to 

have access to the entire ULC DIP Facility without the need for a further Court order to 
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ensure access to sufficient liquidity to preserve the business of the ACI Group as a going 

concern, thereby enhancing value for all stakeholders. 

All of which is respectfully submitted. 

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

Per: [k\V 
Alex Morrison, CA, CIRP 
Senior Vice President 

Ken Brooks 
Senior Vice President 

John Barrett, CA, CIRP 
Vice President 
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