CANADA SUPERICR CCURT
{Commaercial Division;

PROVINCE OF QUEBEC (Sitting as a court designated sursuant to lhe
DISTRICT F WMiONTREAL Companies’ Creditors Arrengement Act,

R.S.C. 2385, ¢, C-36)

No: 500-11-042545-120 IN THE MATTER OF THE PROPCSED PLAN OF
COMPRONISE AND AREAMGEMENT GF:

AVEOS FLEET PERFORMANCE INC./
AVEOS PERFORMANCE AERCHNAUTIQUE IMC.

And
AERO TECHNICAL US, iMC,

irsolvent Gablors/Fatitioners
and

FT! CONSULTING CANADA NG,

fanitor

SiXTH REPORT OF THE CHIEF RESTRUCTURING OFFICER TO THE CDURT

I. INTROLUCTION

On Warg 19, 2612, Aveos Fleat Porformance Inc. (“Aveos”} and Aero Pechnical US, . (PAerc
US” and, isgether with Aveos, the "Company” or the “Fetitioners”) filed & poelition uneer ¥

Compaonies’ Creditors Arrangement Act, R.S.C. 1985, ¢. £-36, as arenided {the “LCAR") An it
order {as subsequently ameaded and restated, tire “Initial Order”) was made by the Honourbie

Mr. Sustice Senrager of the Sumerior Court of Quienas [Lommersial Sivisiang {the “Court”)

]

Pericd”), asd appointing FTl Consuliing Canada Ing. as mcnaore of the Petitioners (the
“Nionitor”) The proceedings commienced by the Petitioners under the CCAA will be reteread 1o
hergin as the "CCAA Proceedings™.

2. Un Mercn 20, 2022, an Crde; {or the Appointment of a Chiet Restruciuring Officer (the "UR0
Ordai’} was made Ly the Court, appomnting Mr. fonatharn Solursk a4 cnied restructuing oM
ths Petitisriers (eollectively. with R.e.l, Greup Inc. (“REL”}, the "CRCT),

pisii Fa

3. Tha aurposs G this report is to update the Coutt on the feliowirg
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a; tne status of the Divestiture Process 1*DP”) as it reiales 1o (i sale of the Palilisners
Cormponsnt Maintenance Centre division (“CML"),

b) the staius of the DP as i relates to other assets; and
by various other matters relevant to the CCAA proceedings.

in prepering this report, the CRO has refied upor unaudiies foencial nfarmation of the
Petitioners, tite Petilioners’ kooks and records, certain finanai! inforimation prevared by the
Petiongss and discussions with management and empicyees. The CRU has not awdited,
fediewin] o otherwise attempted to venfy the accuracy of compieteness ot thie intormation.
Future orented finencial mfermation reperted or relied on in pragaring this report is based on
miznagement's assuinplions regarding future events; aclual resuiis ey vary TOm: Toecast ang
such variations may be materal

s

U:loss otherwise staied, ali inonstery amecunts contained hierein are exprassed in Jenucdin

dudlars,

SALE OF THECMC

Ag discussed in the Fifih Renort of the Chief Restructuring Sfficer dated July 25, 281% (he "Hifln
Renart™, Aveos received six bids with respect to CMC (Lot 7 in the DP) for speaific sssets or THAC
as 3 whele, including three frem strategic purchasers (one of when made 2 pid for ass=ts onwg
ard two from liquidators. In total, thirteen parties visited the CHIT (2 deuidaters, will Tne

bzilance baiag strategic or asset biddars),

Tha CRO and Aveos worked with several strategic bidters over the a3t months 40 assist then
developing & wable business case for purchasing and restarting the ChAT uciness, Liscussiens
alio tock place with representatives of the IAMAW (as defined below). the Province of Guebes,
Trenspori Canada, aind the Agent for the Secures Lenders, all of whom worked with the T30 W
supnart the transaction dascribed beiow.

Avbos manzgement team spunt considerable time working with each of the poiantis!
surzhasers, taking their unigue perspectives into acoount and accomimadaling ther mgquiriss as
weil as providing perspectives on their strategies. Management aisn devaioped a “reboot” plai
ta assist potential purchasers i undarstandiig what nesaad to be aune ant how ¢ restart of
the oporations would work  The CRO and hus tsam recognize the managdinont Leern
dedication and sugport through his process and beileve that the outcoms describsd |
report 15 largely the result of their hard work and continuing support of the Cil Busingss

Afigr working with the potential purchiasers as described above i anaiyeing the vanous mos
recaived, Avess negotiated and entered into a purchase agreement (the "A Agreement”) wih
Ai Waiter Aviation Limited (“AJW") to purchzse the assets comprsig the CMC Susmos:,
incuding wachinery, equipment, inventory, and other assets and righis, in an en i
transaction (the “ANVW Transaction”) that is designed to ses the CMC division restart in tha near
Tuture

ALV is a world ieader in the supply, exchange, repair, avarhaul and leese of commaercual areralt
paiis, and piovides repair management and other servives compieaieniaiy to Aveus UV
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b:siness. £V is alsc well knuws to Avess, 1n that it has been a sigudiicant sopplier 20 Aveos [ur
sevarai veais, The CRO understands that, in purchasing the CWC division, AJW plans to servica
thiz needs of existing snd future customers but is not depencent on obiainig business freim Air
Cinata

The CRO understands that AJW and the union representing the Toimer ernjioyiees 07 Avees, tig
Intarnational Association of Machinists & Aerospace Workers ("IAMAWY) have entered ino
agrnoments that will allow AJW to rahire IAMAW members formeriy employou by Avcos. Al
Has indizated that it irdends 1o restart operations in four to Dve months, and o re-nve
aporodimately 200 ex-Avecs empioyees, plus management sta®f, tiroush 3012 and 7013 The
IAMAWY nias formally indicated to the CRO that it suppoits Aveos and A3 o this tranzaction. in
audition, the current Management of the CMC and many of the remaining empicyees retalted
by Aveos post CCAA filing are axcited about this opportunity,

The CRC further understands Lthat AW has matie arrangzments (sulyoit 1o certan conaiions;
with the Adinistere du Dévelopoement Economique, de Finsovation 2t gz Vixporiotion of Garpes
fer financiai assistance. AIW sdvises that it has also had productive discussions with Lie Foiils
ge Soirdaricé 170 and Investissernent Québe], along similar Kns,

Tha buiiding that bouses CMC {(known as OPTO) is arjazent to Aveos’ hicard office premises
{kniown as BAN3) Both builoings are guverned hy a single lease batwearr Avecs, es 1enai, any
Miarguara Corporation and Morguard Real Estate Investment Trust (collectively, “Norguard™ or
the “Landlord”).  in conjunction with the AJW Agreement, Aveo; ciiered into an agrezment
dated suly 27, 2012 {the "iviorguard Agreemaent™; with the Landlors thet prowdes Tor Avecs 1o
suirender the OFTO facility on the date Aveos closes the AXW transaciion, in additian,
will termingte the dalance of its lease arrangements for BANZ w:ith Marguard by Seplemiesr 33,
2012 The Moiguard Agreement was a necessary and cotica! component for ine ANV
Transactior;, as AP did not require the use of the BAMN3 premises but did reaeirs the uss of ¢
significant portion (kut not ally of the OFTO premises to rastart the CMC business, in sgdition,
Avoos aoes nut nave the need (6 continue to ococupy either buiidmg over tha loniger tern

Aveorn

Thi Morguard Agreement :s sudject to Court approval, is cenditional on the closing o the AW
frensaction and is effective on the closing date of the AMW iransactinn.  Tn August 1, 2012,
Avzos paid the miinimum rent and addit:onal rent {the “Rent”} cue iur lhe remainder of tre
amended lease term gs required under the Morguard Agreement. A an scconumadanun 2 "l
th=2 deal done”, thus payment included approximately 344,000 of Morguard's legal ieas, ront
claired by Morguard for tha period March 19 to March 37, 2042 notwithstanding thai Avees
nzd paid that March rent on March 1, 2012) and amounts ciaimed Toir sperating costs as
requesied by Morguard, on the understanding that there will be ar accounting for thse (osis.
Marguard also holds & $5G,0000 deposit from Aveos, for whizh ihe CRD will require an
asoeunting by Morguard.

As discuss2d in tha Fifth Report, Aveos had entered into conditiona! agreamenis wilh lpidal
for the UM assels (on & noet minimum guarantee basis for 1anding and equipment, and 2o
ourrighz puichase for inventory), which allowed Aveos to continua segking én &n bio: buyer fer
CML, while protecting the inierests of the Secured Lenders anag sfording urotechion i tase A
going concain transaction was not closed. These agreements provide for @ reas 2

fze 111 tha
sgyregate amount of $135.000, payable in the avent that the sgreemoats are Trimneied v
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Avzos. Once the AJW Transaction closes, the break fees will become due zad witl be paid by
Avigs gt that time.

SALE OF OTHER ASSETS

Verous offars have Leen received for other assets which remeinea unsoid and have ned
previously been subniitted for Court approval {wliers required;

Aveos has enterad intc an Asset Purchase Agreement for the saiv of various training miteria’s
(the “Tiaining APA"Y te Giokal Probity Group Lid. {“GPFG”), as describad thereir, conditional or

Couit approval and tha 1ssuance of a vesting order. As this represents the test offer received T
th=se astets i accordance with the terms of the DP, the CRU recommends approval of e

transaction.

Prior to entering into the Training APA, Avaos ontered into a licenzing agreemenst with & rzlaled
peity, Aeromantenimiento 5.A. (“Aeccman”), pursuant o whick Agreman nes been grented an
irrevocabla, gerpetual license to use the subject training materials for cerisin goiined gutposes
(tha “Aeroinan License”). Under the terms of the Training APA, CPG agreed e arquire I
treining mateiials subiect to tihe Aeroman License. This ailowed Aveos i niakimize the votus o
tha {raining materials.,

fu

-1

At ihe time of finalizing this repori, the CRO continues to work with interssicd paties with
respect to the Air Canada engine contract (the "Air Cenadu Contract”). 2ids were 15 be received
by August 7% 201% and the CRO anticipates reporting o the {ourt an this matier via an
addendum 1o this Sixtk Report, prior to August 14, 2622, As outiined :ni the Fiith Repomt &
vaisgran 14, the CRO understands that a number of the bidders have raguested cerialn
accommodations from Air Canada as a condition of thelr bids; accordingy, the ultimate vaiue of
the Air Cenadd Contract wiil be substantially datermiined by the post assignment
scsemmedations made by Air Canada (in other words, Alr Canada’s accommadations will, £0 2

larze measure, determine the value ascribed tc the Al Canada Contraci and, ullimaiely, ths
successful bidder).

CTHER MATTERS
In the Fiith Report, ihe status of 30 day gocds claims wes summarizad, 7o upusie s
infurmaticn, there have teen 18 claims made by various suppliors 1o date. 07 these 18 ciaims:

*  five have now been completely seitled,

*  one has been settled and is in the process o being axecuied;

+ sight have been determined to be invaiid claims and, accorcingiy, (ejected; and

*  one remzins under analysis or negotiation; and



Mz remaining three claims relaie to components, and urtil the date oi this repost nave 22en
held i abeyance pending the outcome of a CMC transaction. As the CVIZ s now supjact Lo za
en dioc sale, Aveos and the CRO take the position that 30 day goods <laims ar not apphcaiiz és
they ara niot recognized in a8 CCAA groceeding.

CONCLUSICNS

fha DF process was designed to ailow Aveos ar cpporunity te divest its Gperauing Glvisions @n ¢
way that would support an en bloc or going concern sale and masiie the wsthie tor ol
stakehoiders, ircluding the reliring of former Aveos ampioyees. “he ZRC, his eam antd the
menagerr:ert of Aveos are pieased with the outcome achieves for the CviC division and the
futire potential for the employees and oparations of the CMC.

The (RO respectfully submits this Sixth Report in suppert of the Petitione:s’ Wobion for appraval
of the AW Transaction and other transactions as reported above and veslizg orders (07 (e
assats to ve sold as dascribed in this Report and the Petitioners’ Motionsz.

August 8, 201

Junathan Solursh
Chief Resiructuring Ofticer
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