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- CANADA

PROVINCE OF QUEBEC
DISTRICT OF MONTREAL

File: No: 500-11«

SUPERIOR COURT
Commercial Division

IN THE MATTER OF THE COMPANIES’
CREDITORS ARRANGEMENT ACT, RS.C.
1985, ¢. C-36, AS AMENDED:

AVEOS FLEET PERFORMANCE INC. /
AVEOS PERFORMANCE AERONAUTIQUE

INC., & company duly incorporated under the .

laws of Canada, having its registered office and

P. 004

principal place of business at BAN3, 231L

‘Alfred-Nobel bivd., in the City of Montréal,
distdct of Montréal, Province of Québec,
H48S 2B6 ' : '

 And

AKERO TECHNICAL US, INC,, a company
duly incorporated under the laws of Delaware,
having its registered office at 1201 Orange Street;
Wilmington, Delaware, United States, 19801

Petitioners
And

FTI CONSULTING CANADA INC. 2
cogupany duly incorporated under the laws of

‘Canada, having its registered office at TD ™

Waterhouse Tower, 79 Wellington Street West,
Suite 2010, P.0O. Box 104, in the City of Toranto,
Ontario, M5K 1G8

-Mouitor

#23080184
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TO ONE OF THE HONOURABLE JUDGES OF THE SUPERIOR COURT,
SITTING IN COMMERCIAL CHAMBER, IN AND FOR THE JUDICIAL

DISTRICT OF MONTREAL, THE FETITIONER RESPECTFULLY SUBMITS

THE FOLLOWING: :
b INTRODUCTION AND OVERVIEW
(A) . Summary
1. Aveos Fleet Performance In.c. ("Aveps”, and togather with Aero Technical

3

#2508018.4

US, Inc. (“Aero US"), the “Petitioners”) s s full-service maintenance, repair
and overhaul ("MRO") provider to the airline industry. Aveos operates
maintenance cantres across Canada and employs approximately 2,620
peisons In Canada on a permanent basis. Aero US, is the sales and
marketing arm of Aveos in the United States ("u.s.”) and employs
approximately 7 persons in the U.S, Aero US.is fully financed by Avees
and, as described herein, Is @ guarantor under cartain of Aveos’ debt
obligations.

Aveoy’ business operations are primarily out of four locatlons: Montréal
(Pierre Elliott Trudeau International Airport), Toronto (Lester B. Pearson
International Airport], Winnipeg (Winnlpeg International Airport) and
Vancouver (Vancouver Internations! Alrport). Aveos owns the bullding out
of which it operates in Montréal, but in each other’case, Aveos; leases
facilities {in Montréal the underlying land and in all other instancas, the
land and the physical structure) from Air Canada pursusnt to a Master
Lease Agreement. : - :

The Petitioners have experienced uncertain work volume across Aveos’

business lines from Aveos’ principal customer, Air Canada. Since: the

" beginning of 2012, Air Canada has reduced, deferred and cancelled

maintenance work with Aveos which has resulted in $16 million lost
revenue in lass than two talendar months. While Aveos remained ready,
willing and able to perform such work, the lost of such work has been
devastating to Aveos’ financial position. '

Along Wwith the disputes with Air Canada, the profitability of Aveos’
business has been impacted by crushingly high labour costs, rising fuel
prices and reduced airfine traffic. Despite Aveos’ significant North
American presence, its business is global; aitlines and other customers of
airplane maintenance services can fly thelr aircraft anywhera in the world
to obtain the most efficient and cost-effective maintenance services. Asa
result, Aveos' competitors are located not only In the United States and

P.0O05
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8,

0.

11.

(B)
12,

-3.

Canada, but increasingly, low cost MROs are operating in Central and
South America, :

As 3 result of the overall weakening of the global economy and increased
fuel prices, airlines, are confronting financial difficulties and have taken
measures to raduce costs, resulting, in turn, in a decrease in the demand

for MRO services In Canada. As Aveos’ labour costs are largely dictated by -

collectlva bargaining agreements, Aveos cannot compete with low cost
providers of MRO services.

In addition to Its nsustainable labour costs, exacerbated by ¢ series of

unfavorable labour rufings that have penalized Aveos for attempting to
make necessary cost cutting measures, over the past three months,” Air
Canada has refused to deliver Its equipment for scheduled maintenance,
thereby depriving Aveos of both necessary revenue and productive work
for Its employees. Despite the exclusivity provisions of Aveos’
maintenance contracts with Air Canads, the ajrline continues to soliclt
undercutting bids from third-party providers. The result has-been a
substantial decresse in revenues to Aveos thst, combined with very high
labour costs, has resulted In ongoing losses and a current liquidity crisis.

Ac 5 result of these clrcumstances, the Petitioners are now suffering @
liquidity crisls and they cannot continue to sustain operating losses. .

As a result of its liquidity crisis, on the evening of March 18, 2012, Aveos
terminated the employment of ali of Its employees in its Air Frames
Division, and notlfied all other of its em ployees to not report for work as of
Monday, March 15, 2012.

Anumber of suppliars have put Aveos on COD, sent letters of demand and
initiated lagal actions including a selzure before judgment.

The Petitioners require & short stay of proceedings In order to provide
them with the time required to determine If Aveos can obtain additional
liguidity, Including payment by Alr Canada of amounts owing to Aveos by
Alr Canada under various contracts, in order to rasume certain operations.

The Petitioners are each a debtor company under the Companies’
Creditors Arrangement Act (“CCAA") and ciaims agalnst the Petitioners
exceed $5,000,000, The CCAA therefore applies in “respect’ of the
Petitionars. The Petitioners makes this petition for the issuance of an
initial Order under the CCAA, ‘ ‘

CORPORATE HISTORY

Aveos was originally formed in 1937 as the in-house technical maintenance
division of Air Canada. Aveos, and its predecessors, have served noh-Alr

P. 006
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Canadd customers since 1968, but Air Canada remains, by far, its Iarges;t
customer. ‘

On September 30, 2004, Air Canads transferred the technicel services
business to 2 subsidiary, ACTS Limitad Partnership, through a plan of
arrangement under the CCAA. As a result, ACTS Limited Partnership
assumed substantially all of the assets, as well as certain specified
llabifities, of the technical services business. As part of this corporate
restructuring, ACTS Limited Partnership entered into several commercial
and services agreements with Alr Canada. These inciuded a Master
Services Agreement (“Master Services Agreement”) under which Alr
Canada provided  infrastructure support In the areas of information
technology, human resources, finance and accounting and legal services,
and 8 General Services Agreament that created the terms under which (1)
certain MRO servicas are provided to Air Canada pursuant to separate
service agreements; and (i) the services of. seconded Air Canada
employees were provided to Aveos. In addition, long-term commercial
agreements were signed In October 2006 that established ACTS Limited
partnership as Alr Canada's primary MRO provider. These agreements
with Air Canada are discussed in greater detail below.

On November 23, 2006, ACTS Limited Partnership transferred the business
t6 ACTS L.P., and on October 16, 2007, ACTS L.P. iransferred the business
to ACTS Aero Technical Support & Services inc. as part of a purchase
transaction (the “2007 purchage-Transaction”). The new owners of the
company included KKR, Sageview Capital and ACE (Air Canada’s parent
company). The company's name was changed 1o Aveos Fleet Performance
inc. on September 23, 2008.

" Tha organizational structure of Aveos and other related parties is set out in

the chart attached hereto as Exhibit P-1.  Aero Technlcal Support &
Services Holdings ("ATSS”) Is the parent campany of Aveos and. is @

P. 007

privately held company domiciled in Luxembourg, ATSS is wholly owned .

by Aveos Holding Company, @ privately held Cayman corporation
(“Holdings”). :

In 2010, Aveos undertook an out-of-court debt restructuring and
tenegotioted certairi of its contracts with Alr Canads (the “2010
Restructuring”). Pursuant 10 the 2010 Restructuring, Aveos reduced its
pra-existing debt i exchiange for equity in the newly created Holdings,
which became the owner of 100% of the equity interest in ATSS and new
revolving, term and unsecured debt from its pre-existing ‘third party

obligees.

DESCRIPTION OF THE BUSINESS

CORE BUSINESS SEGMENTS
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Aveos operates primarily out of four Canadian locations: Montréal (Plerre
Eliott Trudeal internationsl Alrport), Toronto (Lester B. Pearson
International Alrport), Winnipeg (Winnipeg International Airport) and
Vancouver (Vancouver international Arport). In each case, Aveos leases
facllities from Air Canade pursuant to a Master Lease Agreement.
Alrframe services are provided out of all four locations, whareas engine

services and component servicas are provided primarily in Montréal.

Aveos also stores inventory at warehouse facilities in the United States in
Memphis, Tennessee and Miami, Florida.

Aveos provides a comprahensive bundle of MRO services through three
core business segments, specifically, alrframe services, engine services,
and component services. Each of such core business segments is
described below. : :

a) Alrframe Services - consist primarlly of airframe repalr and
modifications including hull repairs, window -replacements,
corrosion treatment, engineering upgrades, wing modifications
and general restoration functions. Aveos operates technologically
advancad facilities in Montréal, Winnipeg and Vancouver st which
skilled airframe, structural and avionics engineers and specialized

P. 008

personnel inspect, repalr and certify the world's leading aircraft -

while mastering the newest materials and equipment.

b) Engine Services - Involves repair and ovarhaul services for engines

and repair services for individual parts. Engine services are,

complex and material-intensive activities that, like airframe
sarvices, are regularly scheduled events whose completion time
varles based on the age and complexity of the engine and its
teidted parts. Aveos offers extensive management, repair and
overhaul services for General Electric, CFM Intarnational and Pratt
& Whitney engines, along with Honeywell atxiliary power unlts. As
. a full-service provider with & reputation for quality and reliability
and one of the industry's highest first-time pass rates, Aveos Is
capable of delivering repaired engines that provide superior on-
wing life. ' ' I

¢) .Component Servicas — among other things, the component
business provides for the repair and installation of removable
alreraft parts such as hydraulics, wheels, fanding gaar, brakes and
flght controls. Component maintenance services are often
complementary to airframe maintenance services as components
can ba repaired while the aircraft Is in the hangar for airframe
services. Aveos offers one of the Industry's brosdest cofponent
maintenance services for Airbus, Boeing and Bombardier aircraft
and was expanding its capabilities to furthar support the Embraer
E-Jet family. In addition, Aveos offers many value-added services
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Including logistic support, customs clearance and 24-hour
emergency "Aircraft On Ground" support, ' :

The arge majority of Aveos’ revenues are generated through long-term
service contracts, the most slgnificant of which-are the Air Canada
contracts described below. Aveos also provides services for JetBlue,
Canadian North, certain regional airiines and governments. In addition to
jong-term contracts, Aveos provides services related to unexpected.’,éhort»
tarm events, which are typically generated due to capacity constraints at
another provider or unplanhéd maintenance requiraments. '

AVEOS' FI NANCIAL CONDITION

(A)
20,

21,

22,

23,

24.

25,

GENERAL
The Petitioners are Insoivent corporations,

Altached as Exhibit P-2 are the most recent unaudited financial statements
for Aveos for the nine-month period ending September 30, 2011 (the
“Statements”). The unaudited financlal statements for Aero US for the 13
month period ending February 29, 2012 are attached as Exhibit P-3. The
unsudited interim financial statements for Aveos for each of October,
November and December, 2011 (the “2011 Q4 Financials”) ara attached as
Exhibit P-4. The unaudited interim financial statements for Aveos for,
January 2012 (the “January 2012 Financials”) are attached as Exhibit P-5.

As of September 30, 2011, based upon the Statements, the Jiabilities of
Aveos exceeded the hook value of its assets by more than $165 million. As
of January 31, 2012, based upon the Januery 2012 Financials, the liabilities
of Aveos exceeded the book value of its assets by $219.8 million.

As shown by the Statements, Aveos suffered an operational deficit for this
hine-month perlod (before income taxes) of $9.552 ml!llon. The 20.11 Q4
Financials showed a net loss (before tax) of $48.9 million. o

© s dascribed in further detail below, the principal amount owing under the

ABL First Lien Cradit Agreement (as defined below) is US 575 million and
the principal amount owing under the Take Back Second Lien Credit

Agreement (as defined below) is Us 4123.298 milllon (collettively, the

“Third Party Secured loans”). The principal amount owing under the
Assigned Third Lien Loan (as defined below) by Aveos to Holdings is
approximately US $217,051.317. ' .

The principal amount owing under the T hird Party Secured Loans, secured
against the assets of both Petitionars, is US $198.298 million. Accordingly,
the lenders to Whom the Third Party Securad Loans are owed (collactively,
the “Third Party Secured Lenders”) are the primary economic stakeholders

P. 009
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28.
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29,

30.

31

32,

33'

34,
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of the Petitioners, As described below, esch Petitionar has é’r’énted
hvpothgcs and/or liens over all of its assets as security for such. Third Party
Secured Lenders. =

To summarize, the Nablllties of Aveos significantly exceed the valué of its .

assets,

Although Aveos has suffered from operating lasses for several yeers, the
disputes With Air Canada and its inability to reduce its labour costs are the
most significant impediments to returning to profitability and restructuring
jtslong term debt obligations,

dnd, given current operational constraints and market conditidns, it does
not foresee that it will soon become profitable without a significant
restructuring of its business and debt obligations, ) -

CASH MANAGEMENT

Aveos has deslgned the Cash Management System to meet its operating
needs, ensble It to centrally control and monitor corporate funds, ensure
cash availability and Hquidity, invest excess cash, comply. with the
requirements of Its financing agreements, reduce administrative expenses
by facilitating the movement of funds, and enhance the davelopment of
accurate account balancas. '

The cash management systam (the "Cash Managemant System") consists
of epproximately 16 bank accounts with the following financial
institutions: (a) Bank of Nova Scotla; (b) Banque de Montreal; and (c)
Harris Bank in the United States. A chart outlining the structure of the
Cash Management System is attached as Exhibit P6. -, . - -+

Aveos’ financlal personnel manage the Cash Management System from
Aveo’s offices in Montréal with certain services outsourced to Air Canada

(as described below).

The funds racelved from clients are In Canadian or United States currency,
and are deposited into two lockbox or blocked accounts held by Aveos at

P. 010

gank of Montreal pursuant to a control agreement (collectively, the .

“Blocked Accounts”).

Once racelved in the Blocked Accounts, the funds are t'ransferrecl. into
United States or Canadlan currency general accounts held at Bank of
Montreal (the “General Accounts”), from which, in turn, funds are

transferred to various payable accourits belonging to Aveos, all of which

payable accounts are at Bank of Montresl, Bank of Nove Scotia and, in the
United States at Harrls Bank,

Al cheques and electronic fund transfers are processad through Alr
Caniada’s systems (Alr Cahada is essentlally Aveos’ payment processing
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35,

36.

37,

THE PRE-2010 RESTRUCTURING OBLIGATIONS

38,

39.

-8-

provider); Aveos directs Alr Canada to send 3 transfer reguest to the
applicable bank and then funds the relevant account from which paymants
are to be made from the General Account and the applicable bank
executes the payment; Aveos pays Alr Canada -3 monthly fee for 1ts
processing services. -

The Cash Management System further provides Aveos with the abllity to,
among other things: (a) quickly create status reports on the location and
amount of funds, which in turh, allows management to track and control
such funds; (b) ensure cash availability; and (c) reduce administrative casts
through a centralized method of coordinating the collection. and
movement of funds, These controls are crucial given the significant

“volume of cash transactions managed through the Cash Manzgement

System on a daily basis and the international nature of Aveos' operations.
Additionally, with the assistance of its advisors, Aveos has implemented
internal control ‘procedures that prohiblt payments on account of
prepetition  debts without the prior approval of Aveos' finance

department.

As described herein, Aero US is fully financed by Aveos and refies on
intercompany transfers frot Aveos to fund its operating costs including
employee and tax obligations. . :

Aveos requests the authorization to maintain in place and to coptinue to

~ operate, utifize, service and administer its Cash Management System in

light of the cost, operational risk and difficulty In modifying it.

Aveos, as Borrowet, entered into 3 First Lien Credit Agreement dated as of
October 16, 2007 (the “2007 First Lien Credit Agrearmaent”) by and among,
Inter alia, Aveos, ATSS, the other guarantors party therets, Lehman
Commercial Paper- Inc. (“LCPI), as admimistrative agent and collateral
agent; and the lenders from time to time party thereto (together with LCP
9007 First Lien Lenders”). At the time of the 2010 Restructuring, Aveos’
obligations under the 2007 First Lien Credit Agreement totaled
approximately $512.8 million (including amounts due pursuant to"hedge

arrangements).

in addition to the 2007 First Lien Credit Agreement, Aveos, as Borrower,
antered into a Second Lien Credit Agreement also dated October 16, 2007

(the "2007 Second Lien Cradit Agreement’) by 'and amdng, inter alla,

Aveos, ATSS, the other guarantors party thereto LCPI, as _collateral agent
and Woodbtidge Investments inc. (“Woodbridge”), as Lender (the “2007
second Lien Lender”). At the time of the 2010 Restructuring, Aveos’

{

P 011
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obligations under the 2007 Second Llen Credit Agreement totaled
approximately $262.1 million, : R o

2010 RESTRUCTURING

On January 22, 2010, Aveos, ATSS, certain subsidiaries of ATSS, certaln
consenting 2007 First Lien Lenders, the 2007 Second Lien Lender, and
certain other partias entered into a Restructuring and Lockup Agreement
(the “Restructuring and Lockup Agreement’) to reorganize and
recapitalize Aveos dnd its affiliates (the “2010 Restructuring”).

Under the 2010 Restructuring, in partial satisfaction of all obligations
owing to the 2007 First Lien Lenders under the 2007 First Lien Credit
Agreement and to Lehman Brothars Special Financing inc. ("LBSF") under
that certain secured hedge agreement dated February B, 2008 between
{BSF and Aveos (the “2007 Hedge Agreement’), the 2007 First Lien

Lenders and LSBF agreed to receive: (a) interests in a new $75 million term:

loan facility (the “Take Back Sacond Lien Facility”); and (b) all of the
common equity of a newly created Holdings that would own 100% of the
equity of Aveos' parent company ATSS, other than equity issued to
management, Alr Canada and the 2007 Second Lien Lender. The balance

P. 012

of the obligations owing under the 2007 First Lien Credit Agreement. was

forgiven by the 2007 First Llen Lenders and LBSF. In pa rtial satisfaction of
all obligations undar the 2007 Second Uien Credit Agreement, the 2007

" sacond Lien Lenders received approximately 1.3% of the new common

equity of Aveos Holding Company, subject to dilution. The remainder of
the obligations under the 2007 Second Lien Credit Agreement was forgiven
by the 2007 Second Lien Lender. In addition, as a condition precedent to

the 2020 Restructuring, Aveos obtdined a hew assst basad Ipan facllity of

¢75 million (the “ABL First Lien Credit Facility"), described below.

ABL First Lien Credit Facility

A2,

As a condition precedent to the 2010 Restructuring, Aveos éntered into a
senlor Secured Credit Agreement dated March 12, 2010 by and among,
Inter alia, Aveos, as Borrower, Holdings, ATSS, Asro Us, 3218091 Nova
Scotla Company and Aero Technical Hong Kong Limited, as guarantors
(collectively, the “Guarantors”), LCPI, as administrative ageat, collateral
agent and collateral manitoring agent and certain lenders from time 10
time party thereto, (as amended or modified from time to tlme (the “ABL

Credit First Len Agreement”)). The ABL Credit First Lien Facility Includesa

$30 million term loan and a $45 milfion revolving loan commitment with a
letter of credit sub-facility fo fund the continued business operations of
Aveos and the other subsidiaries of Holdings. Pursuant to an amendment
dated january 6, 2012, Credit Sulsse AG, Cayman lslands Branch was
appointed 23s the successor administrative agent, Wells Fargo Bank,
Natlonal Association was appointed as the successor colla;eral agent and

'
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Corevision Strategies, LLC was appointed as the successor collateral
monitoring agent. ’

The obligstions under the ABL First Lien Credit Agreement are secured by a
first llen and hypothec on all of the assets of Aveos and s first llen on gll
the assets of each guarantor (including Aero US, ATSS and Holdings). The
assets pledged Include ATSS's 80% shareholding In Aveos Fleet
Parformance Bahamas inc. (which is the general partner of Aero Technical
Bahamas LP. ["Technical Holdings”)) and Technical Holdings (which owns
99.949% of Aeromanteniento S.A. ("Aeroman”)). As of this Date, the
aggregate principal amount outstanding under the ABL First Lien Credit
Agreement Is US$75 million. ' :

Take Back Second Lien Facility

As described above, in partia) satisfaction of the obligations owing under
the 2007 First Lien Credit Agreement, Aveos entered into a Senior Secured
Term Loan Agreement dated March 12, 2010 by and among, Inter alio,
Aveos, as Borrower, the Guarantors, including Aero Us, LCPI, as
administrative sgent and collateral agent and certain lenders from time to
time party thereto (as amended or modified from time to time the “Take
Back Second Lien Credit Agreement”} o provide Aveos with the Take Back
Second Lient Facllity. Pursuant to an amendment dated January 6, 2012,
Credit Sujsse, Cayman islands Branch was appointed as the successor

_sdministrative agent and collateral agent under the Take Back Second Lien
Credit Agreement.

The obligations under the Take Back Second Lien Credit Agreement are
securad by a second llen and hypothec on all the assets of Aveos and a
second lien on all of the assets of each gusrantor (including Aero US, ATTS
ahd Holdings. As of this date, the aggregate principal amount outstanding -
under the Teke Back Second Lien Credit Agreement is US $91,048,534.05
under tranche A-L, and US $32,249,343.01 under trariche A-2 which was
advanced in September, 2011, for 3 total priricipal amount owing of
approximately US $123,298,877. '

intercompany Obligations

46.

a.

Assigned Loan

As part of the 2010 Restructuring, the 2007 First Lien Lenders and LBSF
agreed to assign a certain principal portion of their outstanding loans
under tha 2007 First Lien Credit Agreement and payment obligations
owing under the 2007 Hedge Agreement to Holdings, which'currently
répreéents intercompany debt payable by Aveos to Holdings in the amount
of C4217,051,317 (the “Assigned Third Lien Loan"). The obligations under
the Assigned Loan are secured by a fien anid hypothec on the assets of
Aveos and a llan on certain of its affiliates which are guarantors of the
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Assigned Third Lien Loan (including Aero US), but are lien subordinated
and payment subordinated to the obligations under the ABL First Lien

. Credit Facility and Take Back second Lien Facllity. As of the Petition Date, ‘
approximately €$217,051,317 was outstanding under the Assigned third
Lien Loan.

b. Subscription Note

47. Ao In 2010, in connection With the restructuring, Aveos entered Into the
. Amended and Restztad Subscriptioni Note, dated March 12, 2010, The
Subscription note is unsecured and payable on December 31, 2022 in
favour of Holdings. It is guaranteed by ATSS and does not bear interest
befora or after a default, As of this date, the amount outstanding under

the Subscription Note was €549,483,000. - :

c. Settlement Note

42, On March 12, 2010, Aveos also Issued a Settlement Promissory Note in the
smount of C$3,581,052 to Holdings (the “Settlement Note”): The
Settlement Note is unsecured and psyable on December 31, 2022, it
guaranteed by ATSS and does not bear interest before or after a default.
As of. the Petition Date, the amount outstanding under the Subscription
fNote was €$3,591,052.

d. Intercompany Note

48, Aveos is also the borrower under 3 £$10,128,234.28 Intercompany
Amended and Restated Demand Promissory Note, dated as of December
17, 2008 (the "A&R Demand Note”) in favour of the U.5. Branch of ATSS.
The A&R Deriand Note is unsecured and payable on January 1, 2022.
does not bear Interest befora or after a default, As of the Petition Date,
ihe amount outstanding under the ABR ODemand Note was

C$10,1_28,234.28.
8. Vanilia Note

50, 3218091 Nova Scotla Company Is 8 borrower under 8 C5168;000,000
subordinated Intercompany Term Promissory Note, as amerided and
restated on March 12, 2012 (the “Vanilla Note”) in favour of the U.S.
Branch of ATSS." The Vahilla Note is unsecured and payable on December
31, 2012, It does not bear interest before or after a default. As of the
petition Date, the amount outstanding under the Vanilla Note was
¢$168,000,000, :

. Air Canada Term Nots

51, Also, in connection with the 2010 Restructuring, Air Cénadg-'and Avéos amended
and restated the C$22 milllon term loan note issued by Aveos in favour of Air
Canada (the “AC Note”). The unsecured AC Note evidences certain deferred

723080434
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payables of Aveos to Air Canada and are paysble in instaliments of C$3,666,666.66
oh sach anniversary of the tlosing date. The AC Note provides that in the event
that, on any Payment Date, the cash reserve is iess than 8 certain minimum cash
resetve, the note due shall be deferred and pald on the following payment date,

P. 015

subject to certaln requirements described therein. The obligations under-the AC |

Note do not Incur interest, either before or after a default, AirCanada walved any
right to set-off any sums owed by Air Canada to Aveos or any of its affiliates
against Aveos' obligations under the AC Note. A copy of the AC Note is attached as

Exhibit P-7. :

Financed Equipment and Inventory

Aveos has entered Into a large number of other financing arrangements to finance
the acquisition of Inventory and the acquisition and/or lease of equipment used in
the operstion of Its business. Aveos has granted hypothecs and liens dver such

financed and legsed inventory and equipment,

OTHER STAKEHOLDERS

(A}  Ewrlovess

§3.  As of February 27, 2012, Aveos’ operations employed approximately 2,620

persons .In Canada on a parmanent basis at elght locatlons: 1,785 in
Montréal, 412 in Winnipeg, 356 in Vancouver, 33 ih Edmonton, 16 in
Trenton, 9 in Calgary, 7 ih Toronto, and 2 In Ottawa.

54,  Approximately BB% of Aveos’ erhployees are unionized and represented by

the International Association of Machinists and Aerospace Workers
(MAMAW") and governed under the Office and Clerical unit collective
agreement, and the Technical Maintenance and Operatiohal Support
("TMOS") unit collective agreement. o S

55.  Of January 8, 2008, Air Canada and Aveos entered Into a Transition
Agreement iri which they agreed to transition certaln Air Canada unionized
employees to poéitions at Aveas. The transition process was Jolntly
submitted to the Canada Industrial Relations Board {“CIRB"), which issued
an Order dated lanuary 22, 2009, in which it found that the Transition
Agreement complied with the terms of the Conoda Labour Code and
directed Air Canads and Aveos ta cooperate in implementing the terms of
the Transition Agreement. Through a series of Orders dated Janbary 31,
2011 the CiRB further declared that (i) there had been a sale of business

 within the meaning of the Cariada Lobour Code from Air Canada t0°AVE0S,
(i) Aveos 1s & sticcessor employer, (ilf) the collective agreements between
the IAMAW and Alr Canada constitute distinct but Identical collective
agreements applicable to Aveos, and {iv) Air Canada and Aveos are to fully
comply with the terms of the Transition Agreement.
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Air Canada and the IAMAW entered into 8 Memorandum of Agre,iément

dated Jjune 8, 2009 wheraby the collective agreements expiring on July 1, .

2009 were extended for a period of 21 months from tha date of expiry. As
8 result, the two collective agreements between Aveos and the IAMAW,
covering the TMOS’ Unit and the Office and Clerical Unit respectively, were
evtended to March 31, 2011. Since that date, the IAMAW and Aveos have
engagad In collective bargaining negotiations which are still ongoing. ‘No
new collective agreement has bean entered into to date.

The transition process described in the Transition Agreement was
substantially completed, although a limited number of Air Canada
employees are still saconded to Aveos. Although Aveos was required to
offer approximately 2,900 positions to the union employees, only
approximately 2,000 employees elected to join Aveos. Approximately 113
Air Canada employees sre still seconded to Aveos in technical positions or
locations where Aveos has hot been able to find qualified replacements.

As described above, Aveos recently terminated the employment of all of
its employees in its Air Frames Division, and notified all other of is
employees to not report for work as of Monday, March 19, 2012.

BENEFICIARIES UNDER PENS‘ON AND BENEFIT ARRANGEMENTS

Aveos- provides several pension and benefit plans’ to its employees
including: () three registered pension plans; (if) two unregistered
supplementa) employment retirement plans (SERPs); (i) a group
registered retirement savirigs plan (Group RRSP); (iv) ratiree health and
welfare benefits; and (v) long-term disability benafits. - ;!

, Two of the registered pension plans are defined banefit plans: one

provides. benefits for non-unionized employees and the other for
urilohized employees. There are no regulatory complaints regarding these

plans. An actuarial valuation report prepared as at December 31, 2010,

discloses that the defined benefit pension plan for non-unionized
employees had assets of approximately $60- million and liabllitles of
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approximately $75 million, both datermined on a solvency basis. The -

estimated solvency deficit for this plan was $26 million as at Dgcember 32,
2011. Aveos’ pension actuary has advised Aveos that Aveos is raquired by

applicable laws to contribute $128,975 per month to this plan as current .

service costs and $254,950 per month to fund the deficit.

The defined benafit pension plan for unionized employees is a new plan
that was established with an effective date of July 14, 2011, This'ls the
date that the first unlonized employeas commenced their employment
with Aveos. No actuarial valuation report has been prapared for this plan

. yet.. Aveos' pension actuary hes advised Avaos that Aveos should be

imaking current service costs for this plan of approximately $1.1-million per
mohth.
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Pursuant to the Pension and Benefits Agreement among KSAGE' MRO

qudlngs Inc. {(now Aveos), Air Canada and ACTS Umited Partnership dated
June 22, 2007 (the "PBA”), Aveos is required to-accept @ transfer of
pension benefits for Its unionized employees earned with Alr Candda

under certain Air Canada pension plans. The transfer of these pension’

benefits has not occurred. in the ordinary course, it likely would not occur
for several months. The amount of assets proposed to be transferred from
the Air Canada pension plans to Aveos' defined henefit pension plan for
unionized employees has been estimated by Aveos’ pension actuary to be
$166.7 million as st July 14, 2011, Aveos’ pension actuary has estimated
that the solvancy deficit associated with these Air Canada pension bensfits
ls approximately $49 million as at July 14, 2011, If benefits were
{ransferred from the Alr Canada pension plans to this plan, Aveos’ pension
actuary estimates that Aveos would be required-fo contribute special
payments of approximately $816,666 per month to fund the deficit.

for the defined contribution registered pension plan and the Group RRSP,
contributions are current and there are no deficits assoclated with these

two plans.

The two SERPs provide additional pension benefits 1o certain employess,

One is a definad banefit SERP and the other a defined contribution SERP.
Both SERPs are unregistered and unfunded. Under the SERPs, Aveos has
promised to pay monthly pension benefits or lump sum amounts out of
Aveos’ general revenues to current employees when they retire,” Aveos’
nension actuary has estimated that the present value of the liability for the
defined benefit SERP, estimated for accounting purposes, is $9.5 million as
at December 31, 2011. Aveos’ pension actuary has estimated that the net
heriodic benefit cost for the defined benefit SERP, for accounting
burposes,is $0.86 million for 2012. Only one former employee of Aveos is
receiving monthly benefits in raspect of his SERP entitlement. C

Aveos provides cartain types of health and welfare benefits to its'current
employees. These benefits are Insured. In addition, certain types of
retiree health ahd Welfare benefits are ajso promised to current Aveos
amployees in the future, when they retire. These benefits are provided
Under an insured agreement where monthly premiums are pald 1o'the
insurer and a surpius or deficit is calculated at the end of each year. Aveos
ls responsible for paying the deficit, or Is entitled to any surplus, at the end
of the ihsured agreement term. Aveos' benefits actuary has estimated
that the prasent valus of retiree health and welfara liabilities, for
accounting purposes, Is $25.7 million as at December 31, 2011, Aveos’
banefits actuary has estimated that the net periodic benfit cost for these
benefits, for accounting purposes, is $3.9 miltion for 2022,

Aveos also provides iong-tgrm disability (“LTD”) benefits to " certain
individuals. Aveos is responsible for paying LTD benefiis to certain former
Air Canada employees, employees with a disability date prior to October 1,
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2010 for non-unianized employees, and employees with 2 disabllity date
prior to July 34, 2011 for unionized employees. The remalnder of the LTD
behefits are fully insured. Aveos’ benefits actuary has estimated that the
present value of llabilities for these benefits, for accounting purposes, s
6.5 million as at December 31, 2011, Aveos’' benefits actuary has
estimated that the net periodic benefit cost for these benefits, for
accounting purposes, is $384,000 for 2012. .

A|R‘ CANADA, UNDER SERVICES AGREEMENTS

As discussed shove, prior to September 30, 2004, the maintenance, repair
and overhaul business of Air Canada was operated as a division. of Air
Canada. * Air Cansda continues to be Aveos largest customer and to
represents the largest portion ofits profitability.

Effective as of Ockober 1, 2006, ACTS Limited Partnership and Alr Canada
entered into a General Terms Agreement for Technical Services {the "Air
Canada GTA"). The Air Canadd GTA sets out the general terms and
conditions that apply to the provision of services by Aveos to Air Canada in

" respect of Air Canada’s aircraft and related equipment, pursuant to the
“exacution of individual services agreements (the rServicas Agreements").

Pursuant to the reorganization noted above, the benefits and obligations
of ACTS Limited Partnership under the Air Canada GTA (and each of the
Sarvices Agreements) are now vested in Aveos. The Alr Canada GTA
remains in effect until the later of (i) seven years after October 1, 2006,
and (ii) the end of the tefm of the last Services Agréement incorporating
the tarms of the Air Canads GTA. Pursuant to the Alr Canada GTA, Aveos s
Air Canada's hon-exclusive supplier of services, unless stipulated otherwise
in o Services Agreement. The significanf services ~Agreements
corresponding to Aveos’ businéss segments are described below. -

Effective as of October 1, 2006, ACTS Limited Partnership arid Air Canada

entered into a Services Agreement for Airframe Heavy Maintenance
Services, as amended (the "HM Services Agreement’) whereby’ Aveos
provides ajrframe heavy miaintenance and related services to Air'Canada.
The HM Services Agraement was initlally for a three-year term and was
subsequently extended until Septamber 30, 2011, and then without fixed
termination date, Either party has the right to terminate the HM Services

Agreement Without cause, in whole or In part, provided that such’

termination may only be effective on or after June 30, 2013 after giving at
least six months notice to the other party, Aveos Is the exclusive provider
to Alr Canada of all services provllded under the HM Services Agreement.

" Effectiva as of October 1, 2006, ACTS Limited Partriership ‘and Air Canada

also entered into a Services Agreemant for Engine Maintenance, Services
las amended, the “EM Sefvices Agreement”) whereby Aveos_provides
engine malntenance and celsted services to Alr Canada. The EM Sarvices
Agreement expires on December 31, 2018 and continues beyond, suich

P.018
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date, untll either party provides to the other at least six months written
notice of termination, which notice may not be given more than six
months prior to December 31, 2018. Aveos is the exclusive provider to Air
Canada of all services provided undér the EM Services Agreament. '

In addition, effective as of October 1, 2006, ACTS Limited Partnership and

Air Canada entered Into & Services Agreement for Component
Maintenance (as amended, the “CM Services Agreement”) whereby Aveos
provides component maintenance and relatad services to Air Canada. This
agreement continues for a minimum period of seven years after October 1,
2006 and tontinues beyond that date until either. party provides to the
other at least six months written notice of tarmination, which notice may
nat be glven more than six months prior to September 30, 2013. Certain
services provided under thls agreement are provided on an exclusive basls
and certaln sarvices are provided on @ non-exclusive basls. .

ACTS Umited Partnership and Air Canada also entered into a Services
Agreement for Supply Chain Management Sérvices whereby Aveos
provides supply chain and material asset management services to Aif
Canada. This agreement was terminated effective June 8, 2009, and
certain of the supply-chain obligations thereunder were incorporated, by
amendment, Into the HM Services Agraement and the CM Services
Agreement. .

Other Sefvices Agreements also entered Into with Air Canada on October
1, 2006, Include agreements relating to APU (auxillary power unit)
Malntanance Services, Aircraft Paint Services, Training Services,

P. 019

Outsourcing  Services, Ancillary Services and non-Destructive “Testing -

Services.

Effective January 1, 2007, ACTS Limited Partnership and Alr Canada

entered into an Amended and Reststed Master Services Agreement (the

benefits and obligations of ACTS Limited Partnership under which are now

vested in Aveos) whareby Air Canada provides certaln sarvices to Aveos,
each pursuant to @ separate Services Annex. The services prqyided include
accounting, communications,  finance, secretarial, environmental,
government relations, information technology, occupational " health,
penslon and benefits administration, personnel and labour relations.
pursuant to tha Master Services Agreement, Aveos retains and exercises

‘managerlal control and decisiori making authority for” its business,

provided however Alr Canada has tha authority as service provider to
make routine administrative decislons to the extent provided In the
sgreement.  This agreement terminates on the same date ‘as the
termination of the Air Canada GTA and on the expiry of the longast
services perlod under the various Services Annexes. This agreement, or any
particular Services Annex, may also be terminated (A) by Aveos on not less
than six months prior written hotice to Air Canada or (B) by Air Canada on
not less than 18 months prior written notice to Aveos.
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Aveos has terminated certain of the Services Annaxes that are included in
tha Amended and Restated Master Services Agreement. '

TRADE CREDITORS

As of March 5, 2012, Aveos had approximately S60 million in accounts
payable, the majority of which were over thirty days past due. . ¢

Vi. AIR CANADA CONTRACT DISPUTES

77.

78.

79.

80.

#7308028.4

Although Aveos has historically had a close relationship with Alr Canada,
over the course of the last 12 months, Aveos’ view Is that Air Canada has a
taken a number of actions that have damaged Aveos, its business-and Its
financial position and prospects.

For example, under the EM Setvices Agreement and the HM Services
Agreement; Aveos is the exclusive provider of services for certain of Air
Canada’s airplanes. Despite this exclusivity provision, Aveos understands
that Air Canada has solicited bids from Aveos’ competitors and delayed
scheduled maintenance at Aveoy’ facllities. Even after repeatad demands
that Air Canada induct the engines or aircraft that sit either in Aveos’
facilities or in Alr Canada facilities nearby, it is Aveos’ view that Alr Canada

" continbes to delay maintenance which has been contracted for between

the parties. This has left Aveos having to repeatedly seek to lay -off
empioyees, which attempts have been rejected by the labour tribunal.

Qver the past several months, Air Canada has essentially orderad Aveos to
halt all significant maintenance work on Air Canada’s aircraft, engines, and

‘parts, evan though some of that maintenance work was planned and

scheduled more than 3 year ago. At the same time, Aveos understands
that Air Canada has been actively seeking alternate service proposals for.
Air Canada’s heavy maintenance work from other service providers.

Mateover, alth'ough Air Canada éontinuall\'( seeks third-party” MRO

P. 020

providers (n violation of the Services pgraements and has repestedly

reduced the amount of work directed to Aveos. Pursuant to the transition
agresments discussed above, until july 44, 2011, a portion of Air Canada's
employees were secanded to Aveos. When Aveos advised Air Canada that
leading into the summer of 2011 reduction " in  airframe ' service
requirements meant that no work was available for a number of seconded
employees and that Air Canada would be responsible for any excess Jabour
costs, Air Canada gsked that Aveos not immediately send employees back
for layoff. Presumably because it was during the tima that Integration was
occurring and could create more union hostility. Although Aveos has
involced Air Cansda.and repeatedly demanded payment, Air Canada
refuise to compensate Aveos for the unproductive time.




MAR/19/2012/MON 08:37 AM

Vil.

Vili,

.

#2308018.4.

81.

82

-18 -

On a more genaral level, Air Canada has simply failed to pay its contractual
monetary obligations owing to Aveos as and when such amaunts have
become due. For example, Air Canada has (1) falled to make payments due
under the HM Services Agreement; and (i} provided what Aveos believes
to be inaccurate caleulations of unionized and non-unionized post
employment llablfities in breach of the PBA. . . . o

Aveos has met With Alr Canada on numerous occasions to discuss Alr
Canada’s hon-payment and actions by Alr Canada, which Aveos considers
to be in breach of their coritractual arrangements, but, to date, Air Canada
has refused to abide by the terms of its agreements with Aveos of to
tompensate Aveos for resulting damages. Two days age, Alr Canada
provided a term sheet to Aveos in respect of debtor-in-possession
financing in a CCAA proceeding. However, the terms proposad by Alr
Canada ware so onerous and uneconomic that the Petitioners and the
Third Party Secured Lenders are hot prepared to agree to Alr Canada’s
proposed terms. In any evant, such a debtor-in-possession financing
would be unnecessary If Air Canada paid to Aveos what it owes. In large
part as a result of Air Canada’s actions, and without an Infusion of liquidity
from Air Canada for amounts owing by it to Aveos and a commitment from
"Air Canada to honour its agreements with Aveos, Aveos will not be able to
resume its oparations.

PROPOSED PLAN OF COMPROMISE OR ARRANGEMENT

83.

84.

Because of Aveos’ financial difficultles, the Petitioners believe that it Is
necessary to file for CCAA protection. The Petitioners have begun work

with the proposed monitor which expects to provide the Court with a-

preliminary report.

The Patitioners cannot resume their operations without. additional
liguidity, including payment by Air Canada to Aveas of amounts due and
owing. The Petitioners require a short stay of proceedings to work with
their advisors and assess ail aptions for the benefit of all stakeholders..

PROJECTED CASH FLOW

85.

A copy of the projected cash flow for the Petitioners for the period starting
March 18,2012 will be filed in Court as Exhibit P-8. '

NEED FOR CCAA PROTECTIO N

86.

The constraints under which Aveos operates, its operating Josses and
uncertain financiai prospects, combined with the continuing economic
turmoll in the alrline industry and the hlgh debt burden on the company,
have resulted in the need for the Petitioners to seak protection under the

CCAA.
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The Petitioners currently do not have the liquidity to continue operations.
if Aveos can secure sufficient liquidity, Aveos will be sble to resume
aspects of its operations and to consider ol options for the benefit.of all
stakeholders, '

INITIAL CCAA ORDER SOUGHT

88.

Because of the Petitioners’ financial difficulties, a stay of pi-oéeedings is
essentlal to (a) provide the Petitioners with a reasonable period of time In

which to address liquidity issues, collect payments of amounts owing to.

them and seek alternate sources of financing; (b) ensure that all
stakeholders are treated fairly and equitably; and (c) ensure that the value
of the Petitioners’ assets are maximized through a restructuring pltan or
controlied liguidation, The Petitioners currently do not have the liquidity
to continug operations. As a result, prior 1o filing for protection under the
CCAA, Aveos ceased the bperation of its Alrframe maintenance facilities on
March 18, 2012, thereby significantly reducing its workforce, If Aveos can

secure an Influx of fiquidity, Aveos will be able to continue to service

customers and the Petitioners will potentially develop a restructuring plan.

BOARD OF DIRECTORS EMPLOYEE PROTECT

89.

80.

‘o1,

92.

The success of the Petitioners depends on the abllitles, experlenée,
industry knowledge and personal efforts of its board of directors, senior
management and employees. The MRO industry is highly specialized and
the abltities of the Petitioners’ specialized personnel in the aviation field
are difficult, if not Impossible, to replace. The loss of services of key
personnel could have a material adverse affect on the financlal condition,
results from operations, cash flows and/or business:of the Petitioners
during this proceeding. g

A maximization of vahie for the petitioners’ stakeholders will only be

possible with the continued participation of the petitioners’ board of
directors. '

Even though the Petitioners Intend t0 comply with all applicable laws and
regulations, the petitioners’ directors ahd officers may neverthéless be
concerned about the potential for personal liabllity In' the context qf the
proposed restructuring, Although the Petitioners have directors’ and
officers’ lfability insurance, the policies contain exclusions and limitations.
The current directors’ and officers’ liability Insurance palicy is set to expire
on May 1, 2042 and there is ho assurance that it will be renewed or

extended by the insurers.

A charge (the "Difectors’ Charga”) over the assets of the Petitioners in
favour of its directors and officers Is required In order to provide a level of
protection to the directors ahd officers of the Petitioners with respect to
iiabifities Imposed on individuals in their capacities as directors or officers

P. 022
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of 8 corporation, The directors and officets of the Petitioners require tha
protection afforded by the Diractors’ Charge due to the uncertainty
created by the filing of these proceedings, :

Actordingly, the Petitioners request that the {nitial Order to be granted
pursuent hereto incfude the protections sought in the conclusions of the
present Petition, .namelv, the orders related to the indemnification and
charge in favour of its directors and officers.

The Petitioners seek a $5 milllon Directors’ Charge, the whole as set forth
more fully at the conclusions of this Petition, The amount of the Directors’
Charge was established by the Petitioners and reviewed by the Monitor,
taking into account hourly and salaried payroll, statutory termination and

severahce pay, commissions, vacation pay sales taxes and peosion

cantributions.

APPOINTMENT OF MONITOR

g5.

96.

97.

The Petitioners requests that this Honourable Court appoint FTI Consulting
Canada Inc. as Monitor, in accordance with the provisions of the CCAA and
the Initia) Order to be 1ssued by the Court. ~ : -

The Monitor is the holder of a license to act as trustee In Canada within
the meaning of subsection 2(1) of the Bankruptcy and Insolventy Act
(“BIA”), and thus Is qualified to act as monitor in the proceedings herein,
and has agreed to act in that capacity, on terms consistent with the crders

sought herein, -

in ‘addition to any powers or obligatlons provided for by the CCAA; the-

petitioners hereby request that this Honourable Court grant the Monitor
the powers, rights and obligations detailed In the proposed form of Initial

Order.

A CHARG

DIMINISTR

98.

98.

In-order'to successfully restructure, the Petitioners require the assistance
of varlous financial and legal advisors.

in this respect, the Petitioners seek a $3 million charge as security for
professional fees, charges and dishursements (the “Administration
charge”), which shall affect the assets of the Petitioners, the whale as set
forth in the conclusions of this Petition. : : :

EXECUTION NOTWITHSTANDING APPEAL

100,

In view of the urgency and severity of the circumstances confronting the
Petitioners, it is essential that execution of the order requested be granted
notwithstanding appeal. - ey e

P. 023




MAR/19/201 L/MON 08:38 Al

XV.

-21-

CONCLUSIONS

ioi.

i02.

103.

104.

105.

106,

The Petitioriers believe that If they are provided with a reasonable period
of protection, they can work with thelr principal stakeholders to determine
if it can resume aspects of thelr operations or, in the alternative, to assess
other optlons to maximize value for their stakeholders. The Petitioners
require the interim refief requested in this Petition in order to pursue a
value maximization strategy. - o

The Board of Directors of the Petitioners have authorized the filing of the
present Petition.

Given that, as described in this Petition, the clrcumstances are such that an
order should be rendered, and given thet the Petitioners have acted and
are acting In good faith and with due diligence, the Petitionars respectfully
submits that the Petition should be granted, : ‘

The making of an order pursusnt to Section 11 of the CCAA Is necessary
and it is in the best Interests of all stakeholders of the Petitioners that this
Court order a stay of all the proceedings, for an initial period of 15 days
from the rendering of such order, subject ta possible further axtensions for
such other periods as the Court may consider appropriate, the whole as
more fully detalled in the conclusions of the Petition. :

At the present time, no procedure has been Instituted against the
petitioners pursuant td the BIA or the Winding Up ond Restructuring Act,
and the Petitiohers have not made any voluhtary assignmant of Its assets

_forthe general banefit of thelr credltors.

Therefore, as detalled in the conclusions of this Petition, the Petit?oneré
request this Court to, inter olla: : -

a) daclare that the CCAA is applicable to the Petitioners and that the
petitioners each qualify as a “debtor company” within the meaning
_of Sections 2 and 3 of the CCAA; ' -

,bi appoint the Monitor and determine its powers and obligations;
¢)-  render an order staying all proceedings and fimiting certain rights
" and permitting certain restructuring activities of the Petitioners;

and T
d) order that the order requested hereln be declared executory

notwithstanding sppeal.

FOR THESE REASONS, MAY IT PLEASE THE COURT THAT THIS COURT!

3]

#2308018.4

GRANTS the patition.

P. 024
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DECLARES that all capitalized terms not otherwise defined herelri shall have the
meaning ascribed to them in the Petition; ~

ISSUES an order pursuant to the CCAA (the "Order”), divided under the following
headings: :

A) Service

B) Application of the CCAA

C) Effective Time |

D) Plan of Arrangement

E) Stay of F’roceedmgs against the Petitioners and the F’foperty
F) Stay of Proceedinge agalnst the Diractors ahd Officers |

G) Possession of Property and Operations |

H) No Exerclse of Rights or Reme&les;

1) No Interference with Rights

J)'Continuatlon of Servicas

k) Non-Derogation of Rights

L) Directors' and Officers’ Indemnification and Charge

M) Restructuring

N) Pawers of the Monitor

0) Prioritles and General Provisions Relating to CCAA Charges

P) General

DECLARES that the time for service of the petition is hereby abridged and hereby
dispenses Petitioners with further service thereof;

DECLARES that sufficient prior notice of the presentation of this Petition has been
given by the Petitioners to interested partles, including the secured creditors who
are llkely to be affected by the charges created herein.
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B) Application of the CCAA

(8) DECLARES that the Petitioners are each a debtor company to which the CCAA
applies. :

C) Effective time

[9) © DECLARES that this Order and all of its provisions are effective as of 12:0% a.m. |

Eastern Standard / Daylight Time on the date of this Order (the "Effective Time!’).

D) Plan of Arrangement

[10)  DECLARES that the Petitioners shall have the authority to fite with this Court and
to submit to thelr creditors one or more plans of compromisa or arrangement
(collectively, the “Plan”) in accordance with the CCAA,

E) Stay of Proceedings against the Petitionets and the Property

[11)  ORDERS that, untll and Including April 3, 2012, ot such later date as the Court may
order (the “Stay Period”), no proceeding or enforcement process in any court or

© tribiinal (each, a "proceeding’) shall be commenced ot continued against or in
respect of the Petitioners, or affecting the Petitioners’ businass operations and
activities (the "Business”) ar the Property (as defined harein below), including as
provided In paragraph (22] harein below except with leave of this Court. Any and

all Proceedings currently under way against or in respect of the Petitioners or
affecting the Business or the Property are hereby stayed and suspended pending

. further order of this Court, the whole subject to subsection 11.1 of the CCAA,

F) Stay of Proceedings against the Directors and Officers

[12)  ORDERS that during the Stay Period and except as permitted under subsection
11.03(2) of the CCAA, no Proceeding may be commenced, or continued agalist any
former, present or future director or officer of the Petitioners nor against any
person deemed to be a director or an officer of the Petitianers under subsection
11.03(3) of the CCAA (each, d@ “pirector’, and collactively the “Directors”) n
respect of any clalm against such Director which arose prior to the Effective Time

and which relates to any obligation of the Petitioners where It Is alleged that any of.

the Directors is .U'nder any law lisble In such capacity for the payment of such
obligation,

@) Possessioh of Property and Operations
{13]  ORDERSthatthe patitioners shall remain in possession and control of their present
and future assets, rights, Undertakings and properties of every nature and kind

whstsoever, and wherever situated, including all proceeds thereof (collactively the
“property”), the whole in accordance with the terms and conditions of this order

#2408018.4 °
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including, _but not fimited, to paragraph [32] hereof. The Petitioners shall be
althorized and empowered to continue to retain and employ the employees,
consultants, agents, experts, accountants, counsel (including any foreign

‘counsel of the Petitioners) and such other persons (collectively the

"Assistants") currently retsined ot employed by .It, with liberty to retain such
further Assistants as it deems reasonably necessary or desirable In the.ordinary

“course of business or for the carrying out of the terms of this Order.-

ORDERS that the Petitioners shall be entitled to continue to maintain In place, and
to continue to operste, utilise, service and administer the central cash

" management system currently in place (the "Cash Management System") and that

any present or future bank providing the Cash Management System shall not be
under any obligation whatsoever to inquire into the propriety, validity or legality of
any transfer, payment, collection or other sction taken under the Cash
Management System, or as to the use or application by the Petitioners of funds
transferred, paid, collected or otherwlse dealt with In the Cash Management
System, shall be entitled to provide the Cash Management System without any
liabillty In respect theraof to any Person (as hereinafter defined) other than the
Petitioners, pursuant to the terms of the documentation applicable to the Cash
Management System, snd shall be, in its capacity as provider of the Cash
Management System (excluding Air Canada), an unsffected creditor under the Plan
Wwith regard to any claims or expenses it may suffer or incur in connection with the
provision of the Cash Management System.

ORDERS that Alr Canada Is prohibited from setting off any claims against the
Petitioners’ funds, Including without limitation, funds that are processed by Air
Canada pursuant to the Master Services Agreement as defined in tha Petition.

ORDERS that the Petitioners shall be entitled but not required to pay the following
axpenses whether incurred prior to or after this Order, provided such payments
are in accordance with the tash flow filed with the Court from time to time and
approved by the Third Party Secured Lenders (the “Cash Flow”) or otherwise
approved by the Third Party Secured Lenders: ’ ‘

a) all outstanding and future wages, salaries, émployee and pension benefits,
" vacation pay and expenses payable before or after the date of this Order,

in each case incurred in the ordinary course of business, including
statutory fermimation and severance pay, and consistent with
compensation policies and arrangements existing at the time incurred; and

by  the fees and disbursements of any Assistants retained or employed by the
Patitioners which are related to the Petitioners’ restructuring or

insolvency, at their standard rates and charges whenever and wherever

incurred, inchiding without limitatlon (i) these proceedings or any similar
" proceedings in other jurisdictions in which the Petitloners or affillated
companies of the Petitioners are domiclled; (ii) any litigation in which the
Petitioners are named as a party or as otherwise involved, whether
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tonvened before or after the date of this Order; and (iii) any related
matters. :

ORDERS that except as otherwise provided to the cohtrary herein, and provided
such payments are In accordance with the Cash Flow, the Petitioners shall be
antitled but not required -to pay all reasonable expenses incurred by the
Petitioners in carrying on the Business in the ordinary course after this Order, and

in carrying out the provisions of this Order, which expenses shall include, without

limitation:

a) all expenses reasonably necessaty for the preservation of the Property or
the Business iIncluding, without limitation, payments on account of
insurance (including directors and officers insurance), maintenance and
security services; and : i

b) payment for goods or services actually supplied to the Petitioners
following the date of this Order. '

ORDERS that the Petitioners shall remlt, In accordance with legal requirements,.or
pay: ‘

a) ‘any statutory deemed trust amounts in favour of the Crown in right of
Canada or of any Provinca thereof or any other taxation authority which
are required to be deducted from employees' wages, Including, without
limitation, amounts in respect of (i) employment Insurance, (i) Canada
pension Plan, (i) Quebec Pension Pian, and (iv) Income taxes; ,

b) all goods and services or other applicable sales taxes (collectively, "Sales

' Taxes") required to be remitted by the Petitioners in connection with the

" sale of goods and services by the Petitioners, but only where such Sales
Taxas are ccrued or collected after the date of this Order, or where such
Ssles Taxes were accrued o collected prior fo the date of this Order but
not requiired to be remitted until on or after the date of this Order, and

¢’ any amount payable to the Crown in right of Canada or of any Province.

-thereof or any political subdivision theraof or any other taxation authority
in respect of municlpal realty, municipal business or other taxes,
assessments ot levies of any nature or kind which are entitled at law to be
pald In priority to claims of secured creditors and which are attributable to
orin respect of the carrying on of the Business by the Petitioners. o

P. 028

ORDERS that the Petitioners’ obligation, as applicable, to make contributions or

payments (other than normal cost contributions, contributions to a definad
contribution provision, amounts deducted by the Petitioners from members’
remuneration, if any) (the “Pensiori Contributions”) to the following pension plans
[togethet, the “Pension Plans”) are hereby suspended pending further order of this

Court:
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8) Aveos Defined Contribution Pension Plan (OSF! registration no, 57460)
b) Retirement Plan for Employees of Aveos (OSFl reglstration no. 57573)
¢) Retirement Plan for Unionized Employees of Aveos (not registered by OSFI)

ORDERS that directors, officers and agents of the Petitfoners shall not incur any
liabillty as a result of the failure of the Petitioners to make the Pension
Contributions.

DRDERS that except as specifically permitted by this Order and except with the
consent of the Third Party Secured Lenders, the Petitloners are hereby directed,
until further Order of this Court:

a) To make no payments of principal, interest thereon or otherwise on
: accoun’c of amounts owing by the Petitioners to any of the creditors as of
the date of this Order; : .
b) To make no payments In respect of any financing leases;
c To grant no security interests, hypothecs, trusts, mortgages, llens, charges

ot encumbrances upon or In respect of any of the Property, nor borrow
under or Increase the principal amount secured by any existing security
interest, hypothec, trust, mortgages, lines, charges or encumbrances upon
or In respect of any of the Property nor become a guarantor or surety, no
Gtherwise become liable in many manner with respect 1o any other person

orentity;

d) To not grant credit except in the ordinary course of tte business only to
" the customers for goods and services actually supplied to those customers,
provided such customers agree that there Is no right of set-off in respect of
amounts owing for such goods and services against any debt owing by the
patitioners to such customers ds of the date of this Order;

e)  Tonotincur liabilities except in the ordinary course of Business; and . '

fj  Except for as provided for in paragraph 32(c), convey, transfar, assign or
dispose of einy property of the Petitioners.

H) No Exercise of Rights or Remedies

(22)

#2308018.4

ORDERS that during the Stay Period, and subject to, inter alia, subsection 111

CCAA, all rights and remadies of any Indlvidual, natural person, firm, corporatior,
partnership, limited - fiability company, trust, joint venture, association,
organization, governmental body or agency, or any other entity (ali of the

‘foregoing, collectively belhg “Persons” and each heing & “Person”) agsinst or in

respect of the Petitioners, or affecting the Business, the Property or any part
thereof, ara hereby stayed and suspended except with leave of this Court.
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DECLARES that, to the extent any rights, obligations, or prescription, time or
limltation periods, including, without limitation, to file grievances, relating to the
Petitioners or any of the Property or the Business may expire (other than pursuant
to the terms of any contracts, mgreements or arrangements of any nature
whatsoever), the term of such rights, obligations, or prescription, time or limltation
periods shall hereby be deemed to be extended by a perlod equal to the Stay
Period. Without limitation to the foregoing, In the event that the Petitioners
becoma bankrupt or a receiver as defined in subsection 243(2) of the 8ankruptcy

- and Insolvency Act (Canada) (the “BIA”} is appointed In raspect of the Petitioners,

the period between the date of the Order and the day on which the Stay Period
ends shall not be calculated in respect of the Petitionars in determining the 30 day
periods referrad to in Sections 81.1 and 81.2 of the BIA. ' -

) No Interference with Rights

(24]

ORDERS that during the Stay Period, no Person shall discontinue, fail to honour,
alter, interfete with, repudiate, resiliate, terminate or cease to perform any right,
renewal right, contract; agreement, licence or permit [n favour of or held by the

. Petitioners, except with the written' consent of the Petitioners and the Monltor, or

with feava of this Court.

J) Continuation of Services

[25]

f2€]
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ORDERS that during the Stay Period and subject to paragraph [27] hereof and
subsection 11.0% CCAA, all Persons having verbal or written agreements with the
Petitioners or statutory or regulatory mandates for the supply of goods or services,
including without limitation all computer software, communication and other data
sérvices, centralized banking services, payroll services, insurance, transportation,
Wtility of other goods of services made available to the Patitioners, are hereby
festrained until further order of this Court from discontinuing, altering, Interfering
with or terminating the supply of such goods or services as may be required by the
Petitloners, and that the Petitioners shall be entitled to the continued use of their
current premisas, telephone numbers, facsimlle numbers, internet addresses,
domain names or other services, provided In each case that the normal prices or
charges for all such goods or services recelved after the date of the Orderare pald
by the Petitioners, without having to provide any security deposit ar any other
security, in accordance with normal payment practices of thé Petitioners or such
other practices as may be agreed upon by the supplier or service provider and the

. petitioners, with the cansent of the Monitor, or as may be ordered by this Court.

ORDERS that, notwithstanding anything else contained .hergin and subject to
subsection 11.01 of the CCAA, no Person shall be prohibited from requiring
immedlate payment for goods, services, use of leased or licensed property or other
valuable consideration provided to the Petitloners on or after the date -of this

P. 030
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Order,'nor shall any Person be under any obligation on or éfter the date. of the
Order to make further advance of money or otherwise extend any credit to the
Petitioners. .

ORDERS that, without limiting the génerality of the foregoing and subject to
Section 21 of the CCAA, If applicable, cash or cash equivalents placed on deposit by
the Petitionars with any Person during the Stay Perlod, whether in an operating

account or otherwise for itself or for another entity, shall not be applied by such -

Person In reduction or repayment of amounts owing to such Parsaon as of the date
of the Order or due on or before the expiry of the Stay Period or In satisfaction of
any interest or charges accruing in respect thereof; however, this provision shall
not prevent any financial institution from: (i) reimbursing itself for the amount of
any cheques drawn by Petitioners and properly honoured by such institution, or
(ii) holding the amount of ahy cheqies or other instruments deposited into the
Petitioners’ account until those cheques or other ihstruments have been honoured
by the financial institution on which they have been drawn. '

K) Non-Derogation of Rights

(28]

ORDERS that, notwithstanding the foregolng, any Person who provided sny kind of
letter of credit, guarantee or bond (the “Issuing Party”) at the request of the
petitioners shall be,required to continue honouring any and all such letters,
guarantees and bonds, Issued on or before the date of the Order, provided that all
conditions under such letters, guarantees and bonds are met save and ex’cept}for
defaults resulting from this Order; however, the lssuing Party shall be entitled,
whare applicable, to retain the bills of ladihg or shipping or other documents

relating therato until paid.

L) Directors’ and Officers’ indemnification and Charge

[29]

(30]

(31]

#230B018.4

ORDERS that the Petitioners shall indemnify their Directors from all claims relatlog
{o any obligations or liabilities they may incur and which have accrued by reason of
or in relation to their respective capacities as diractors or officers of the Petitioners

_ aftei the Effective Time, excapt where such obligations or [iabilities were incurred

as a result of such directors’ or officers’ gross negligence, willful misconduct or
gross or intentional fault-as firther detailed in Section 11.51 of the CCAA.

ORDERS that the Directors of the Petitioners shall be entitled to the benefit of and
are hereby granted a charge and securlty in the Property to the extent of the
aggregate amount of Five Million Dollars ($5,000,000) (the “Directors’ Charge”), as
security for tha indemnity provided.in paragraph {29] of this Order.as it relates to
obligations and liabilities that the Directors may incur in such capacity after the
Effective Time. The Directors’ Charge shall have the priority set out In

paregraphs [44] and [45] of this Order,

ORDERS that, notwithstanding any language in any applicable insurance policy to

the contrary, (a)no Insyrer shall be entitled to be subrogated to or claim tha
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benefit of the Qirectors' Charge, and (b) the Directors shall only be entitled to the
benefit of the Directors’ Charge to the extent that they do not have coverage
under any directors’ and officers’ insurance policy, or to the extent that such
coverage Is Insufficient to pay amounts for which the Directors are entitled to be
indemnified in accordance with paragraph [29] of this Order.

M) Restructuring .

{32] pECLARES that, to facilitate the orderly wind down or restructuring of their
business and financlal affairs (the f’Resiruc‘cUring") ‘but subject to such
requirements as are imposed by the CCAA, the Petitioners shall have the right to:

2) permanently or temporarily cease, downsize or shut down any of the-
operations or locations as it deems appropriate and make provision for the
consequences thereof In the Plan or otherwise;

b)  pursue all avenues to finance or refinance, market, convey, transfer, assign
or In any other manner dispose of the Business or Property, in whole or
part, subject to further order of the Court and séctions 11.3 and 36 of the
CCAA, and under reserve of subparagraph c);

e} convey, transfer, assign, jease, or In any other manner dispose of the
. Proparty, outside of the ordinary course of.business, In whole or in part,
provided that the price In each case does not exceed $500,000 or

$2.000,000 In the aggregate;

d) terminate the employment of such of the employees or temporarily or
parmanently lay off such of the employees as It deems appropriate and, to
the extent any amounts in fieu of notice, termination oF severance pay or
othar smounts in respect thereof are not paid in the ‘ordinary course,

- mske provision, on such terms as may be egreed upon between the
Petitioners and such émployee, or falling such agreemant, make provision
to deal with, any consequences thereof In the Plan or otherwise, as the

Petitioners may determine;

e) . subject to the provisions of section 32 of the CCAA, disclaim or resillate,
any of the agreements,” contracts or arrangements of any nature
whatsoever, with such disclaimers or resiliation o be ‘on such terms as
may be agreed between the Petitioners and the relevant party, or falling
such agreement, to make provision for the consequences thereof in the

Plan; and

f) subject to section 11.3 of the CCAA, assign any rights and obligations of
petitioners. '

[33]  DECLARES that, If a notice of disclaimer or resiliation is given to 8 fandlord of the
petitioners pursuant to section 32 of the CCAA and subparagraph [32]¢) of this
‘Order, then (g) during the notice period prior to the effective time of the

#2308018.4
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disclaimer or rasiliation, the landlord may show the affected leased premises to
prospective tenants during normal business hours by giving the Petitioners and the
Monitor 24 hours prior written notice and (b) at the effective time of the
disclaimer of resiliation, the landlord shall be entitled to take possession of any.

_such leased premises and re-lease any such leased premises to third parties on

such terms as any such landlerd may determine without waiver of, or prejudice to,
any claims or rights of the fandiord against thae Petitioners, provided hothing
herein shall relieve such tandlord of its obligation to mitigate any damages claim ed
Jn connection therewith.

ORDERS that the Petitioners shall provide to any relevant landlord notice of the
petitioners’ intention to rermave any fittings, fixtures, installations or leasehold
improvements at least seven (7) days in advance. If the Petitioners have already
vacated the leased premises, it shall not be considered to be jn occupation of such
iocation pending the resolution of any dispute between the Petitioners and the
landiord.

DECLARES that, in order to facﬂ!tate the Restructuring, the Petitloners may,
subject to the approval of the Monitor, or further order of the Court, settle clalms
of customers and suppliers that are in dispute. '

DECLARES that; pursuant to sub-paragraph 7(3)(c} of the Personal Information
Protection and Electronic Documents Act, S.C. 2000, c.5, the Petitioners are
permitted, in the course of these proceedings; to disciose personal information of
identifiable individuale In Its possession or contral to stakeholders or prospective
investors, financiers, buyers or strateglc partners and to the advisers (individually,
a “Third Party”), but only to the extent desirable or required to negotlate and
complete the Restructuring or the preparation and implementation of the Plan ord
irahsaction for that purpose, provided that the Persons to whom such ‘personal
information is disclosed enter into confidentiality agreements with the Petitioners
binding them to maintain and protect the privacy of such information and to limit
the use of such Information to the extent necessary ta complete the transaction or

Restructuring then under negotiation. Upon the completion of the use of personal

information for the limited purpose set out herein, the petsonal information shall
be returned to the Petitioners or destroyed. In the event that a Third Party
acquires personal information as part of the Restructuring or the preparation or
implementation of the Plan or a transaction in furtherance thereof; such Third
Party may continue to use the personal information in a manner which is in all
‘rgsbec'ts identical ta the prior use thereof by the Petitioners. '

N) Powers of the Monitor

[37]

#23080184

ORDERS that FTI Consuiting Canada Inc. Is hereby appointed to monitor the
business and finaricial affairs of the Petitioners as an.officer of this Court (the
"vionitor”) and that the Monitor, in addition to the prescribed powers and

~ obligations, referred to in Section 23 of the CCAA:
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b) . .

d)

e)

1)

I}
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shall, without delay, {I) publish once a week for two (2) consecutive weeks
ot as otherwise directed by the Court, in The Globe & Mail National

Edition; and (i) within five (5) business days sfter the date of this Order (A)’

post on the Monitor's website (the “Website”) a notice containing the
informatioh prescribed undér the CCAA, (B) make this Order publicly

“available in the manner prescribed under the CCAA, (C) send, in the

prescribed manner, a notice to sll known creditors having a claim against
the Petitioners of more than $1,000, advising them that the Order is
publicly available, and (D) prepare a list showing the names and addresses
of such creditors and the estimated amounts of their respective claims,
and make it publicly available in the prescribed manner, all iri accordance
with Section 23(1)(a) of the CCAA and the regulations made there under;

shall monitor the Petitioners’ receipts and disbursements;

shall asslst.the Petitioners, to the extent required by the Petitionars, In
desling with their creditors and other interested Persons during the Stay
Period; '

shall assist the Petitionets, to the extent required by the Petitioners; with
the preparation of their cash flow projections and any other projections or

_ reportsand the development; negotiation and implementation of the Plan;

shall advise and assist the Petitioners, to the extent required by the
Petitioners, to review the Petitioners’ business and assess opportunities
for cost reduction, revenue enhancement and operating efficiencies;

shall assist the Petitioners, to the extent required by the Petitioners, with
the Restructuring and in their negotistions with thelr creditors and other
interested Persons and with the holding and administering of any meetings
held to consider the Plan; :

shall repoft to the Court on the state of the business and financlal affairs of

"the Petitioners or developments Iri these proceedings or any related

proceedings within the time limits set forth In the CCAA and at suchtime
as considered appropriate by the Monitor or as the Court may order; -

shell report to this Court and interested parties, including but not Jimited
to creditors affected by the Plan, with respect to the. Monitor's assessment
of, and recommendations with respect to, the Plan; :

may retaic and employ such agents, advisers and other assistants as are
reasonably necessary for the purpose of carrying out the terms of the
Order, including, without limitation, one or more entitles related to or

affiliatad with the Monitor;

may engage fegal counsel to the extent the Monltor conslders necessary in

connection with the exarcise of its powers or' the discharge -of its_

¢
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obligations In these proceedings and any related proceeding, under. the
Order or under the CCAA; . £

k) with the written consent of the Petitioners, may act as a "’foreign
representative” of the Petitioners or in any other similar capacity' in any
Insolvency, bankruptcy or reorganisation proceedings outside of Canada;

) may give any consent or approval as may be contemplated by the Order or
the CCAA; and

m) . may perform such other dukies as are required by the Order or the CCAA
or by this Court from time to time.

Unless expressly authorized to de so by this Court, the Monftor shall not otherwise
interfera with the business and financial affairs cafried on by the Petitioners; and
the Monitor is not empowered to take possession of the Property nor to manage
any of the business and finantial affairs of the petitioners and shatl not, by fulfilling
its obligations hereunder, be deemed to have taken or maintained possassion or
control of the Business or Property, or any part thereof. ' -

ORDERS that the Petitioners and their Directors, officers, employees and agents,
accountants; auditors and all other Persons having notice of the ‘Order shall
forthwith pravide the Monitor with unrestricted access to all of the Business and
Property, including, without limitation, the premises, books, -racords, " data,
including data in electronic form, and all other documents of the Petitioners in
connection with the Monitor’s duties and responsibilities hereunder.

DECLARES that the Monitor may provide creditors and other relevant stakeholders
of the Petitionars with information in response 1o reasonable ragquests -made by
them in writing addressed to the Monitor and copied to the Petitioners’ counsel.
The Monitor shall nat have any responsibility or hiability with respect to the
Information dissaminated by it pursuant to this paragraph. In the cese of
information that the Monitor has been advised by the Patitioners is confidential,
propriatary or competitive, the Monitor shall not provide such Informatien to any
person without the corisent of the Petitioners unless otherwise directed by this

Court,

DECLARES that If the Monltor, in its capacity as Manttor, carries on the business of,
" the Petitioners or continues the employment of the Petitioners’ employees, the

Monitor shall benefit from tha provisions of section 11.8 of the CCAA.

DECLARES that ng action or othet proceedings shall be commenced against the
Monitof relating to Its appointment, its conduct as Monitor or the carrylng out the
provisions of any order of this Court, except with prior leave of this Court;-on at
least seven days notice to the Monitor and its counsel. The entitles related to ot
affiliated with the Monitor referred to in subparagraph (3711} hereof shall also be
entitled to the protection, benefits and privileges afforded to the Monitor

pursuant to this paragraph.
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ORDERS that Petitioners shall pay the reasonable fees and disbursements of the
Monitor, the Monitor's legal counsel, the Petitiohers' Canadian and U.S. counsel
other advisors on a periodic basis. . The Monitor, the Monitor’s lagal counsel, the
Petitionars’ Canadian and U.S. counsel and shall render their invoices to the
Petitioners’ for payment on a weekly basis :

DECLARES that the Monitor, the Monitor’s legal counsel, the Petitioners’ legal
counsel, the Petitioners’ advisers, counsel to the Third Party Secured Lenders and
the Third Party Secured Lenders'. advisets as securlty for the professional fees and
disbursements Incucred both before and after the making of the Order and directly
related to the Petitioners’ insolvency, the Pian and the Restructuring, be entitled
to the benefit of and are hereby granted a charge and security in the Property to
the exteiit of the aggregate amount of Three Million Dollars ($3,000,000) (the
“Adminlstration Charge”), having the priority established by paragraphs [44] and
{45] hereof.

O) Priorities and General Provislons Relating to CCAA Charges

(44)

(48]

48]

“n

[48]
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DECLARES that the priorities of the Administration Charge and Directors' Charge
(collectively, the “CCAA Charges”), as betweeh them with respect 1o any Property
to which they apply, shall be as follows:

a) ﬂrst,' the Administration Charge;
b) second, the Dlrectors' Charge;

DECLARES that each of the CCAA Charges shall rank in priority to any and all other
hypothecs, mortgages, liens, securlty interests, priorities, charges, encumbrances
or security of whatever nature or kind inciuding without limitation any deemed
trust created under the Pension Benefits Stondards Act, 1985 (collectively, the
“Encumbrances”) affectmg the Property chargad by stch Encumbrances n favour
of those parties who have been notified of the Petition.

ORDERS that, except as otherwise expressly provided for hergin, the Petitioners
shall not grant any Encumbrances in or against any Property that rank in priority
to, or pari possu with, any of the CCAA Charges unless the Petitioners obtain the
priar written consent of the Monitor and the Third Party Secured Lenders and the

prior approval of the Court,

DECLARES that each of the CCAA Charges shall attach, as of the Effecnve Tlme, to

all present and future Property of the Petitioners, notwithstandmg any

requirement for the consent of any party to any such charge or to comply with any
conditlon precedent,

DECIARES that the CCAA Charges and the rights and remedies of the beneficiaries
of such Charges, as applicable; shall be valid and enforceable and shall not
otherwisa’ be limited or impaired In any way by: (i) these proceedings and the
declaration of insolvency made herein; (if) any petition for a recelving order flled
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pursuant-to the BIA in respect of the Petitioners or any, recelving order made
pursuant to any such petition or any assignment in bankruptey made or deemed to
be made in respect of the Petitioners; or (iii) any negative covenants, prohibitions
or other Similar provisions with respect to borrowings, incurring debt or the
creation of Encumbrances, contained In any agreement, lease, sub-lease, dffer to
lease or other arrangement which binds the Petitioners (a “Third Party
Agreement”), and notwithstanding any provislon to the contrary in any Thivd Party
Agreemeht: ) .

3) . the creation of any of the CCAA Charges shall not create or be deemed to
constitute @ braach by the Petitioners of any Third Party Agreement to
which it is a perty; and N :

b) any of the beneficiaries of the CCAA Charges shall not have Nability to any
Person whatsoever as a result of any breach of any Third Party Agreement
caused by or resulting from the creation of the CCAA Charges.

DECLARES that notwithstanding: (i) these proceedings and any declaration of
insolvency made herein, (i) any petition for a receiving arder filed pursuant to the
BIA in respect of the Petitioners and any recelving order allowing such petition or
any assignment in bankruptcy made or deemed to be made in respect of the

P. 037

patitioners, and (i) the provisions of any federal or provincial statute, the .

payments of disposition of Proparty made by the Petitioners pursuant to the Order
and the granting of the CCAA Charges, do not and wllt hot constitute settiements,
fraudulent preferences, fraudulent conveysnces or other challsngeable or
reviewable transactions or conduct meriting an oppression remady under any

applicable law.

t

DECLARES that the CCAA Charges shall be valid and enforceable as against all

Property of the Petitioners and agalnst all Persons, including, without limitation,

any trustee In bankruptcy, recelver, receiver and manager or interim recelver of

the Petitioners, for all'plirposes.

ORDERS that no Person shall commence, proceed with or enforce any Proceedings
against any of the Directors, smployees, legal counsel or financial advisers of the
petitioners or of the Monitor or ks legal counsel ini relation to the Business or
Property of the Petitioners, without first obtaining leave of this Court, upan five (5)
days written notice to the Petitloners’ counsel and to all those referred to in this
paragraph whomi it Is proposed be named in such Proceedings.

DECLARES that the Order and any proceeding of affidavit leading to the Order,
shall not, In and of themselves, constitute a default or failure to comply by the
petitioners under any statute, regulation, licence, permit, contract, permission,
covanant, agreement, undertaking or other written documant or requirement.
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DECLARES that, except as otherwise specified herein, the Petitioners and the
Monitor are at liverty to serve any notice, proof of claim form, proxy, circular or
other document in connection with these proceedings by forwarding capies by
prepaid ordinary mail, courier, personal delivery or electronic transmission to
Persons or other appropriate parties at thelr respective given addresses as last
shown on the records of the Petitioners and that any such service shall be deemed
to be recsived on the date of delivery if hy personal delivery or electronic
transmission, on the following business day If delivered by couriér, or three
businass days after mailing if by ordinary mall. .

DECLARES that the Petitioners snd any party to these proceedings may serve any
court materials in these proceedings on all represented partles electronically, by
emalling a PDF or other electronic copy of such materfals to counsels” email
addresses, provided that the Petitioners shall deliver “hard coples” of such
materials upon request to any party as soon as practicable thareafter.

DECLARES that, unless otherwise provided herein, under the CCAA, or ordered by
this Court, ho doctiment, order or other material need be served on any Person in
respect of these proceedings, unless such Person has served a Notice of
Appearance on the solicitors for the Petitioners and the Monitor and has filed such
hotice with this Court, or appears on the service list prepared by the monitor or its
attorneys, save and except when an order is sought against a Person not previously
involved In these proceedings;

DECLARES that the petitioners or the Monitor may, from time to time, apply'to this
Court for directions concerning the exercise of their respective powers, duties and
rights hereunder or In respect of the proper execution of the Order on notice only

to each other.

DECLARES that any Interested Person may apply to this Court to vary or rescind the
Order or séek other relief upon five (5) days notice to the Petitioners, the Monitor
and to any other party likely to be affected by the order sought or upon such ather
notice, if any, as this Court may order, such application or motlon shall b filed
during the Stay Perlod ordered by this Order, unless otherwise orderad by this

Couirt;

DECLARES that the Order and all other orders in these procéedings shall have full
force and effect in all provinces and territorias In Canada. .

ORDERS that hothing In this Order shall prevent the Monitor from acting as an
interim recelver, a recelver, a raceiver ahd manager, ora trustee in bankruptcy of

the Petitioners, the Business or the Property;

REQUESTS the ald and recogoition of any Court or administrative body In any
Province of Canada and any Canadian federal court or administrative body and any
fedaral or state court or administrative bady in the United States of America and
any court or administrative body elsewhere, to act In aid of and to be
complementary to this Courtin carrying out the terms of the Ordar.
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[61) ORDERS the provisional execution of the Ordar notwithsfanciin‘g any appeal,
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Montréal, March 18, 2042
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" “FRASER MILNER CASGRAIN LLP 4
Attorneys for the Petitioners
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i, Joseph Kolshak, the undersigned, president and chief executive officer of Aveos Flaet Performance inc. and Aero
Technical US, Iric. which have thelr corporate headquarters at BAN 3, 2311 Alfred-Nobel Bivd,, In the City of Montréal,
district of Mantréal, Province of Québec, Canada, HAS 286, do solemnly declare as follows:

1. [ am duly authorized by the Petitioners to sigr the present affidavit;

2. All the facts contained In the Petition for the issuance of an initial order deted
March 18, 2012 are true,

AND | HAVE SIGNED

Josﬁ Xoishak

SOLEMINLY DECLARED before me,
at Montréal, Province of Quiebec, this
18th day of March 2012 , sm.a
. : 5 e,
%&’ &)

:gzmg p EZZ N Q: g;’ FHANCENAN;H%
: PRy % #160209
Corrissionar for Oaths for all judicial ‘15“@ g‘l

Districts of the Pravince of Québec B e s
Sexs

#2806018.4
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i Sk 7
i f‘1“.'hﬁ)'~|lgﬁl?n.E DRI 50 S L R
BLAKES, CASSELS & GRAYDON LLP

*Commerce Court West
199 Bay Street

Suite 4000 .
Toronto, Ontario MSL 1A9

Att:  MILLY CHOW (millly.chow@blakes.com — fax:416.863.2653)
BERNARD BOUCHER (bernard.boticher@blakes.com ~fak: 514.982.4099)

Canadian Counsel for (/) Credit Suisse AG, as administrative agent and Wells Fargo
Bantk. National Association, as collateral agent for the first lien lenders, and (ii) Credlt
Suisse AG, as administrative agent and collateral agent for the second lien lenders

WEIL, GOTSHAL & MANGES LLP
767 Fifth Avenue

New York, New York 10153
USA,

Att:  GARY HOLTZER (gary.holizer@weil.com —fax: 212.310.8007)
MICHAEL WALSH (michael.walsh@weil.com —fax: 242.310.8007)

U.S. Counsel for (i) Credit Suisse AG, as administrotive agent and Wells Fargo Bank,
National Association, as collateral agent for the first lien lenders, and (i) Credit Suisse

'AG, as administrative agerit ond collateral agent for the second lien lenders

STIKEMAN ELLIOTT LLP
4000~1155

Boulvard Rene-Levesque Ouest
Montreal, Quebec

H38 3v2

Att:  LOUIS BELANGER ({lbuis.belanger @stikeman.com ~ fax: 514.397.3222)

Counsel to Air Canada

P. 041
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AND TO: INTERNATIONAL ASSOCIATION OF MACHINISTS AND AERQOSPACE WORKERS
2580 Drew Road, Suite 208 .
Mississauga, Ontario
LAT 3M5 )

Att:  CHUCK ATKINSON [fax: 905.671.2114)
Union

AND TO: ) OFFIiCE OF THE SUPERINTENDENT OF FINANCIAL SERVICES
Pansion Plans Division
255 Albert Street
Ottawa, Ontario K1A OHZ

(fax: 613.990.5591)

ANDTO:  FTI CONSULTING CANADA INC.
TP Waterhouse Tower
79 Wellington Street, Suite 2010
Toronto, Ontario M5K 1G8

At GREG WATSON {greg.watson@fticonsuiting.com — fex: 416.649.8101)

TONI VANDERLAAN (foni.vanderlaan@fticonsulting.com - fax:416.572.4068)

Moniior

AND TO: NORTON RDSE CANADA
2500 ~1 Place Ville-Marie
Mantreal, Quebec H3B 1R1

Alt:  MARIO FORTE (mario.forta@nortonrose.com fax: 1416.216.3930)
SYLVAIN RIGAUD (sylvain.rigaid @nortonrose.com fax $14.286.5474)

Counsel for the Monitor

.

Please refer to the content of the attached Petition for the issuance of an initial Order. You
are hereby advised that such Petition will be presented for adjudication before the Superior Court
of Quebec (Commercial Chamber) on March 19, 2012, at 9:15 a.m. in room 16,12 of the Montreal
Courthouss, located at 1 Notre-Dame Streat Fast, Montreal, Quebec, H2Y 186.

#2308016.4
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Montreal, Match 18, 2012

\7151@,44 7&@. %QMZL/

Frafer Milner Casgrain LLP
Attorneys for Petitioners
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