MINUTES OF THE FIRST MEETING OF CREDITORS OF
SKYSERVICE AIRLINES INC.

DATE & TIME: Thursday, April 19, 2012 at 10:30 a.m.

LOCATION: Manitoba Room at the Fairmont Royal York Hotel, 100
Front Street West, Toronto Ontario

ATTENDANCE: Nigel Meakin (T), Heather Meredith (TC), Kelly Peters
(TC), Brogan Taylor (T/S) and Daniel Magder (T/S)

T = REPRESENTATIVES OF TRUSTEE  Attendance List attached as Schedule “A” (C).
TC = TRUSTEE COUNSEL

C = CREDITORS AND THEIR

REPRESENTATIVES

S = SCRUTINEERS

1. Chair and Call to Order

Mr. Nigel Meakin, Senior Managing Director of FTI Consulting Canada Inc. (the “Trustee”),
acted as Chair of the First Meeting of Creditors (the “Meeting”). Mr. Meakin introduced legal
counsel to the Trustee, Ms. Heather Meredith and Ms. Kelly Peters. Ms. Peters was appointed
the Secretary of the meeting. Messrs. Brogan Taylor and Daniel Magder were appointed as
scrutineers for the meeting.

Mr. Meakin advised that FTI Consulting Canada Inc, had been appointed as trustee of the
estate of Skyservice pursuant to a Bankruptcy Order dated March 29, 2012, subject to
confirmation or substitution by the creditors in accordance with the provisions of the Bankruptcy
and Insolvency Act.

2. Confirmation of the Appointment of the Trustee

Mr. Meakin requested a resolution to confirm the appointment of FTI Consulting Canada Inc. as
the Trustee. A request was made by counsel for Thomas Cook to determine who was present
and the value of the claims. It was confirmed that Mr. Meakin held proxy representing 72
creditors totalling $2.15 million in claims allowed, with a further 11 creditors with claims totalling
$e either present in person or by proxy not held by Mr. Meakin.

A motion to appoint FTI as Trustee was made by Derrick Wilson and seconded by Vernon
Totesau. Ms. Katherine McEachern, representing Sunwing Tours Inc. and Sunwing Airlines Inc.,
abstained from voting. No creditors voted against the motion. All other creditors voted in favour
of the motion. The appointment of FTI as Trustee was duly confirmed on a unanimous basis
(aside from the one abstention).

3. Tabling of Documents



The following documents were tabled by the Trustee:

(a) Affidavit of Service of the Notice of the First Meeting of Creditors and Publication
in Newspaper of the First Meeting of Creditors sworn April 19, 2012 (attached as
Schedule B)

(b) Bankruptcy Order dated March 29, 2012 (attached as Schedule C)

(c) Report of the Trustee on Preliminary Administration dated April 19, 2012
(attached as Schedule D)

(d) Statement of Affairs of Skyservice dated March 29, 2012 (attached as Schedule
E)

4. The Trustee’s Report on its Preliminary Administration

Copies of the Trustee’s Report were provided to creditors. Creditors were provided an
opportunity to read the Report and ask questions. Mr. Wilson asked a question regarding the
likelihood of a distribution to unsecured creditors. Mr. Meakin responded that the likelihood of a
distribution remained uncertain at this time due to a variety of factors, including the fact that
there are a number of significant claims still to be determined in the receivership claims process
(the “Claims Process”)

Mr. Wilson asked a further question regarding what to do if a creditor did not appear on the
creditors list. Mr. Meakin replied that if the creditor had filed a claim in the claims process but
was inadvertently left off the creditors list, that should be brought to the trustee’s attention and
corrected; however, if the creditor had failed to file a claim in the claims process, that claim was
extinguished unless a court order was obtained by the creditor to permit the late filing of that
claim.

Mr. Meakin asked if there were any further questions but no other questions were raised.
5. Appointment of the Inspectors

Mr. Meakin explained the role of the inspector in a bankruptcy and noted that up to five
individuals could be appointed as inspectors. Nominations were requested.

The following individuals were nominated as inspectors:
(a) Dean Moore, representing Thomas Cook Canada Inc.

(b) Mark Williams, representing Sunwing Airlines Inc. and Sunwing Tours Inc.
(“Sunwing”); and

(c) Rita Reid, representing CAW-Canada.

Before a vote was held, Mr. Meakin explained there was a prohibition pursuant to s. 116(2) of
the Bankruptcy and Insolvency Act (“BIA”) that no party was eligible to be an inspector who was
subject to contested litigation by or against the estate. Mr. Meakin advised that there was
ongoing litigation in the Skyservice receivership between the estate and Sunwing relating to
Sunwing’s assertion that funds in the Skyservice receivership were held in trust for Sunwing. Mr.



Meakin explained that the Trustee had consulted the Official Receiver on the point prior to the
meeting and it was unclear whether Sunwing could act as an inspector. Mr. Meakin also stated
that the Trustee had been advised by counsel that the case law in this regard was also
uncertain. Mr. Meakin indicated that the Trustee had determined, with the support of the Official
Receiver, that if a Sunwing representative was appointed, their appointment should be made
subject to a motion for advice and direction from the court to confirm whether the representative
is eligible to act as an inspector.

Ms. Meredith, counsel for FTI, also advised that the Trustee had commenced a preference
application against certain individuals, including an employee of Sunwing, and that there was a
possibility that the Trustee would commence a preference application against Sunwing itself if
an express trust in favour of Sunwing was found in the motion described by Mr. Meakin. Ms.
Meredith indicated that the Trustee had discussed with Mr. Williams that if he was appointed as
an inspector, he would not vote on or participate in discussions in relation to the application
involving the current Sunwing employee, and that if the application was commenced against
Sunwing, he would abstain from participating in matters in relation to that application or possibly
be removed as an inspector. Ms. Meredith invited counsel for Sunwing to address these points
with those present.

Ms. McEachern, counsel for Sunwing, indicated that they believed Mr. Williams was eligible to
be an inspector and there was case law supporting this point. She noted that they agreed to
proceed on the basis that the Trustee would get directions from the court on this issue, although
she questioned whether a similar motion should be brought with respect to Thomas Cook.

Mr. Meakin explained that the language of the BIA was that a person was ineligible if they were
a party to a “contested claim or proceeding” and that Thomas Cook was not involved in a
pending action at this time.

A vote for each nominee was held in turn. With respect to Mr. Moore, no creditors voted against
or abstained and his appointment as inspector was confirmed. With respect to Mr. Williams, no
creditors voted against, Mr. Meakin, representing 72 creditors by proxy, abstained from voting,
and Mr. William’s appointment as inspector was confirmed subject to confirmation from the
Court as to his eligibility to act as inspector. With respect to Ms. Reid, no creditors voted
against or abstained and her appointment as inspector was confirmed.

6. Other Business and Adjournment of Meeting
Mr. Meakin inquired whether anyone present had any further questions or other matters of
business to raise. No questions or other matters of business were raised and, accordingly, Mr.

Meakin, representing creditors by proxy, moved to adjourn the meeting. The motion was
seconded by Mr. Williams and the meeting was adjourned.
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Schedule A: Attendance List
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Schedule B: Affidavit of Service of the Notice of the First Meeting of Creditors and
Publication in Newspaper of the First Meeting of Creditors



Court File No. 31-OR-207744-T

ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

IN THE MATTER OF THE BANKRUPTCY OF
SKYSERVICE AIRLINES INC.
of the City of Toronto, in the Province of Ontario

AFFIDAVIT OF SERVICE
OF NOTICE OF THE FIRST MEETING OF CREDITORS
AND PUBLICATION IN NEWSPAPER OF THE FIRST MEETING OF CREDITORS

L, P. Brogan Taylor, of the City of Toronto, in the Province of Ontario, MAKE OATH

AND SAY THAT:

1. I am Senior Consultant at FTI Consulting Canada Inc., trustee of the bankruptcy estate of

Skyservice Airlines Inc. (“Skyservice™).

2. Pursuant to my instructions, the notice, attached hereto as Exhibit “A” was mailed by The
Printing House to all known creditors of the bankrupt on April 11,2012. Attached hereto as Exhibits
“B” and “C”, respectively, is a copy of proof of such mailing and a list of Skyservice’s known
creditors. Notice of the bankruptcy of Skyservice and first meeting of creditors to take place at
10:30 am (ET), in the Manitoba Room at the Fairmont Royal York Hotel, 100 Front Street West,
Toronto, Ontario was also published in the Globe & Mail newspaper on April 13, 2012. Attached
hereto as Exhibit “D” is a copy of the relevant page from the Globe & Mail.

SWORN BEFORE ME at the City of
Toronto, in the Province of Ontario, on

April 19, 2012.
%IZ{/A / / ﬁ\ rogan Taylor
/i

CommissiSnér For td z(fqmg Affidevits




This Is Exhibit. a refarred to In the
affidavit of...: Broc}: i joy loe
sworn before me, this...o... [% ....... SR

o Bpcsd

District of Ontario
Division No. 09 — Toronto
Court No. 31-457078
Estate No. 31-457078

Notice of Bankruptcy and First Meeting of Creditors
(Subsection 102({1) of the Act)

Skyservice Airlines Inc.
Take notice that:

1. Abankruptcy order was made against Skyservice Airlines Inc. (“Skyservice”) on the 29% day of March 2012 (the
“Bankruptcy Order”), and the undersigned, FTI Consulting Canada Inc., was appointed as trustee of the estate of the
bankrupt by the Court, subject to affirmation by the creditors of the trustee's appointment or substitution of another
trustee by the creditors.

2. The first meeting of creditors of the bapkrupt will be held on the 19" day of April, 2012, at 10:30 AM at:

The Manitoba Room

The Fairmont Royal York Hotel
100 Front Street West,
Toronto, Ontario M5J 1E3

3. To be entitled to vote at the meeting, a creditor must lodge a proxy with the trustee prior to the start of the meeting,
unless the creditor is a natural person. Proxies may be filed my email, fax, mail, courier or hand delivery.

4. Pursuant to the Bankruptcy Order, creditors are NOT required to file a proof of claim in the bankruptcy as the Claims
Procedure approved and implemented in the receivership proceedings of Skyservice shall be binding in the
bankruptcy.

5. Enclosed with this notice is a proxy form and list of creditors with claims amounting to $25 or more showing the
amounts of each claim. Please note that not all claims have been agreed or accepted.

Dated at Toronto, this 10" day of April, 2012.

Corporate Trustee Name:

FTI Consulting Canada Inc.
TD Waterhouse Tower

79 Wellington Street West
Suite 2010, P.Q. Box 104
Toronto, Ontario M5K 1G8

Responsible Individual:

Nigel D. Meakin
Trustee in Bankruptcy

Phone: 416-649-8098
Fax: 416-649-8101
Email: skyservicecac@fticonsulting.com
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INFORMATION TECHNOLOGY

Google stock split keeps search engine’s founders firmly in Eﬁ&féem“'"'

Company ignores many investors to decide against dipping into growing $50-billion cash pile to issue dividend

.20.1

“&7//]5/ /

lOH'l( LETZING

Gooﬂe Increporied a sharp gam
in quarterly profit Thursdzy. as
the Internet search giant moved
ahead with a long-aaticipated
stock split that keeps its co-foun-
ders firmly in control.

The two-for-one siock split,
which will deliver @ new dass of
non-voting capital stock to share-
holders, was expected as the
company's share price ballocned
over the years.

Many investors had been call-
ing for Google to issuc a dividend
from its growing cash pile, which
has swelled 1o nearly $so-billion
(U.S.). Rut Google decided to go
with a stock dividend that
ensures the founders, Larry Page
and Sergey Brin, will maintain
controt of the company.

“We recognize that some peo-

=

| Gougle

Google announced Thursday ifs first quarter profit was $2.8¢-biflion,
or $10.08 2 share on an adjusted basis. paut swanasar

with more

and our users.

models,” the founders saidin a
letter 1o sharcholders. “But after

Cooglc s shares rose 2.4 per
cent 1o $651.01 on Thursday
ahead of the announcement. In

million shares of Class A stock
and 595 million shares of Class B
stock outstanding at March 31,
201,

The Class B shares have 10
votes apiece. The two founders
each ownec about 27 million
Class R shares as of last March,
which gave them each.about 29
per cent of the toral voting pow-
er. Eric Schimids, the former chief
executive who is now executive
chairman, holds o million Class B
shares, giving him about 10 per
cent of the total voting power.

Meanwhile, Coogle said its first-
quarter profit yose 6: per cent as
the Intemer giant saw a sharp in-
crease in interest in advertising
in its dominant search engine.

First quarter profit was $2.89-
billion, Google said, or $10.08a
share on an adjusted basis. Net
revenue came in at abour $8.1-
biltion. Analgs polled by Thom-
son Reuters had expected Google

ple, patiiculatly those who op- careful consideration with-our
posed this structure at the start, | board of directors, we have

won't support this change - ancé | decided that maintaining this
we understand that other com- founder-led approach is in the

panies have been very successful

best interests of Coogle, our

1o report adjusted earnings of
$9.65 a share, and nearly $8.2-
billion in net revenue.

were up sbout 0.5 per cent.
According to last year's 10-K
annual filing, Google had 252.7

‘ afier-bours trading, the shares

“Ove erz
!'I'((;; m:l ysr d g
of Goo esrepon adding, “They
did 2 good job of controlling.
expenses™

Google's eamings news follows
a fourth-quarter report issued in.
January that disappointed ara-
lysts and investors. That prior
report included a surprising 8 per
cent decline in the average price
paid by advenisers in Google's
dominant search engine in the
quarter, which many on Wall
Street found Gisconcerting.

On Thursday, Coogle said those
prices paid by advertisers, o7
costs per click, fell 12 per cent, at
the low end of expectations.

ITC's Mr. Weinstein said inves-
tars shouldn't make too much of
the declining average price of
clicks, noting that it's artribut-
able to a number of factors in-
cluding more low-priced ads
appmrmg in emerging markets.

Google Inc. (GOOG)
Close: $651.01 (U.S.), up $15.05

BUSINESS CLASSIFIED

TO PLACE AN AD CALL: 1-866-999-8ADS (9237)
EMAIL: ADVERTISING@GLOBEANDMAL.COM

LEGALS _

In the matter of the Companies’ Credifors Arrangement Act, R.5.C, 1985, ¢, C-36,
as amendod {the *CCAR")

And in the matter of cestain proceedings taken in the Unlted Stated Bankruptcy
Court for the District of Delaware with respect fo Contract Research Solutions:
Inc.; Alked Research intemational, Inc.; Allied Research Internationa india; LL(,
Allied Research injernationa U. $., LLC: BA Research international Holdi

BA Research Iaterational, LP.; Bari Management, LLC; Bari Merger Sub, LLC;
B3ri Partners, G.P.; Sioessay Hﬂwch Co.; CRS Management, Inc; CRS Real
Estate Holdings LLC; Diabetes And Glandular Dissuses Resmasch Assodiates,
c,; Gateway Medical Rmsth, tne; Pracs Dermatology, LLC; Pracs institute,

1id,; Spad Research lnc.; Allied Researck Holdings Inc; Alfied Research
Wtermational lnc.; and BA Restarch Co, (solietively, the “Chapter 11 Debtors”)
NOTICE TO CREDITORS
OF THE CHAPTER 11 DEBTORS

NOTICE IS HEREBY GIVEN that on March 26, 2012, the Chapter 11 Debtors filed

voluntary pefitions under Chapter T1 of Title 11 of the United States Code 11
USC. §§ 1011532 {the “Chapier 1l Cases”) in the United States Bankruptcy
Caut for the District of Delaware (the “US Bankruptcy Court™). Additional
information on the Chapter 11 Casas is avalable at hifp://dm. epiqTl.com/CRS.

in addition, Conract Research Selviions Inc. (*CRS” and, as the fnletgn
representative of the Chapter 11 Deblors, the “Foreign

LEGAI

No. §-122514
Vancouver Regisiry
N THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.5.C. 1985, c. C-36, AS AMENDED
(THE “CCAA™)

AND

IN THE MATTER OF STEELS INDUSTRIAL PRODUCTS LTD.
(THE “PETITIONER")

TAKE NOVICE THAT on April 5, 2012, the Pefitioner comamenced proceed-
ings under the CCAA in the Supreme Court of British Columbia and were
granted an order (the “Initial Order”) protecting them from thew creditors.

The initial Order, among other things, stays all proceedings against the
creditors of the Petitioner. Pursuant o tha Initial Order, Alvarez & Marsal

Inc. was appointed Monitor {the “Monitor™} of the business and
financial affairs of the Pefitionar.

A copy of the Initial Order has been posted on the Monitor's website at:
www alvarezandmarsal.com/steels

The Monifor will post additional relevant information and documentation
refated 10 the Pefitioner’s CCAA proceedings on the Monitor’s website as
they becoma available. intarested parties may contact the Monitor directly
for further information at:

Tom Powelt
Alvarez & Marsol. Canada Inc.
400 Burrard Streel, Suite 1680
Van(owel, BC V6C 3A6

Telephone: .639-0846
Fackimile: (+1) 604-638.7441
£mail: tpowell@abarezandmarsal corm

made an application for recognition of the Chapter 11 Cases as foreign main
proceedings pursvant fo Part 1V of the Companies’ Creditors Arangement
Act (the “Recognition Proceedinga”).

On Masch 26, 2012, the Ontario Superior Court of Jus'ice (Commerdial L-sv)
{the "Cour™), under Court file No, CV-12:9663-00CL, made an Order {the
“Interim initial Order”) providing cersain relief 10 the Chapter 1) Debtors. On
March 30, 2012. the Foreiga Representative sought and obtained further
Orders of the Court (ihe Order* and the ™
Rezognmon ‘Ordar"), which inlar olia {i} recognizad tha Chapter T Cases 3
main proceedings; (i) declared CRS as the Foreign Representative;
(nl) gvamed a svay of proceedings in respect of the Chapter 11 Debitors; and
oopers Inc. as ion officer (the

)

’Inlormahon Ofﬁcer ).

This Nofice is provided in accordance with section 53(b) of the CCAA and
h 29 of the i gnitinn Order.

The Foreign Representative can he contacted at the following address:

Coniract Research Solutions Inc.

c.0.b. Cetero Research

2000 Regency Parkway

Suite 255

Cary, NC 27518

Telephone: {866) 446-1405 {U.S. and Canada) or
{503) 597-7664 {(Domestic or Inteyrational)

Legat counsel for the Foreign Representative can be contacled at the
following addrass:

Stikaman Elliot LLP

5300 Commerce Court West
199 Bay St.

Toronto, Ontario MSL 183
Attention: Kathryn Esaw
Telephane: (416} 869-6820
Fax: (416) 947-DBE6

Email: kesaw@stikeman.com

‘A copy of ihe Inferim inilial Order, lhe Inifisl Recognilion Order and the

Supplementary Recognitior: Order and other pubh: information in respect
of the Recognition Proceedings is available on the icer's

MEETING NOTICES

EMERA INC. NOTICE OF
SHAREHOLDERS’ MEETING

An annual gencral mecting of the sharcholders of Emera
Incorporated will he beld at the Comps
offices, 1223 Lower Water Street, Halifa:
on Thursday, June 7, 2012.

y's corparate
. Nova Scotia

Common sharcholders of record as of the close of
business on Friday, Aprif 20, 2012 arc entitled to vote
at and participate in the busincss of the Mecting.

By Ordar of the Board of Dircetors,
Stephen D, Aftanas, Corporate Seeretary

Should you have any questions or comments, you may
contact Emera Incorperated by writing 1o Stephen D.
Aftanas, Corporate’ Sccrctary, P.O. Box 910, Halifax,
Nova Scotia B3] 2W5 or by calling 1:800-338-1995
from anywhere jn North America or 428-6060 witkin
the Halifax-Dartmouth arca, .

Emera

waebsite at www.pwe.com/carceteroresearch or may be obtained by
contacting the Informarion Officer dire(ﬂy ak

PricewaterhouseCoopers
fommation Offces of Cantact Resestch Soluions c.
1250 René-L évesque Blvd, West
Suite 2600

Monirdal, GC H3B 2G4

Attention: Philippe Jordan
Telephone: (514) 2055232

Fax: (514) 938-5709

Email: philippe jordan@ca.pwe.com
~OR-

PwC Tower

18 York Street, Suite 2600

Toronto, ON MsJ 082
A::enlm Michelle Pickett

Email: michelle. pickett@ca. pwe.com
DATED this 30th day of March, 2012, at Toronto, Canada
Court File No: CV-12-9663-00CL

ENDERS '

REQUEST FOR PROPOSAL
PROCUREMENT NO. FA.49.445-12
of an integrity Cc for a Team of Five {5} Years
Cosing Date and Tme: Tuesday, May §, 2012 al 2:00 p.m. Local Time
The Corparation of the Ciy of Missiscauga (G & seeking proposals from
Bidders who are interested in serving the Cify of Mississaugs 26 ifs fntegrify
Commissioner. The appomtment will be on 3 part-time, as required basis, for 2
term of 5 years.

IN THE MATTER OF
THE BANKRUPTCY
OF SKYSERVICE
AIRLINES INC.

Notice is hereby given that the
bankrptcy af Skyservice Aidines
inc., formally located at 31 Fasken
Dr.. Toronto, Ontario occurred on
the 29th day of March 2012; and
that the first meeting of credilors
will be held on the 19th day of
April 2012 af 10:30AM ({Eastern
Time}, in the Manitoba Room at
The Fairmant Roval York Hotel,
100 Front St. West, Toronio, ON,

M Consuiting Canada Inc,, with
offices al 79 Wellington SI, Wes!,
suife 2010, P.O. Box 104 Yoronto,
Ontario MSK 1GB, was duly
appointed Trustas by order of the
Horourable Justice Morawetz of the
Ontasio Superior Court of Justice In
Bankruptey and Insolvency.

BUSINESS TO
BUSINESS

BUSINESS TO BUSINESS

A LEGAL SOLUTION lo Tax Issues:
hiip://shidesha re/vBSRnd. WFS MKig,
Consultants. wis1016@yahoo.com.

ARCRAFT

2000 LEAR 60, Cdn. & pax. 3600 TT.
Long fange. Low op. Cosh. J.A. Spears
416-203-0600, www aspears.com

BUSHNESS OPPORTUNITIES
‘GENERATOR MANUFACTURER looking
Io raise capilat by seling ils invoices al a
0% dsmum Invices pay cvuy
days. riners to join
(ompany Ph 705575 5670 email vspro-
duclis@gmaif.com
RETIREMENT uob(, 72 units,
ross income $2.4M.
Nd SESN( 7 S%GD A-393-4300

SEEKING TO PURCHASE - service or mfg
business with pre-tax profits of $150K ta
$500K, north GTA 1o Barde ares. Cash
wmvestor_banquisagraup@qgrmail.com

WASAGA REST & BAR for lease, high
mﬂ.c a so. yrs $750K+ incore,
nce & deposil req.
Ron Pumm Salzs Rzp Rn/Max Wasaga
Beach inc. Brokesage. 705-441-5598.
ron@ronpuccini.com

CAPITAL WANTED/ AVNLABLE

ACT NOW! Gel The Funding Y

Min, SISOK. WFS Mg, Cors bnls We
find solutions. ht
ARTS FAGH seeks benevolent lendtr
of ST50K at S%. lind biz_value
$11 Milion. Call Andrew 305-271-2001.

BUSINESS FINANCING $500K+, recaps,
tumarounds, acauisitions, growth, ek.

info@ariesag.com of 4164677678

PROJECT FINANGNG avail. Real Estate,
Gas, R clean energy WITE. Min.
nlﬂhmmadmm

Cafelinosiranchise.com Direct from
Haly. Grea! poleniial, exira income. Easy
1orun. 1-800-5710256.

NETWORK MARKETING

16 yr old Cdn,, publicly traded co. lmmy-
nocal: only stentifically proven product
to hoast immunity. 1-866-280-1651

The role cf the appomied infegrity C wit be fo provide ed )
trawing to City Councl on matters, as requested; p.mmwomum
and Members of Cound, in respect of the Coundl Cade of Condut, ether col-
lectively or individually a¢ required; invesii é alleged breaches
of the Counci Code of Conduct,

For furthor information, and1o obtain bidding docurmonts, ploass o to the Cify's
website af:

5/ e portal/busi

Globe wpswis
TO SUBSCRIBE CALL
1-866-36 GLOBE

‘THE GLOBE AND MAIL #
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Schedule C: Bankruptcy Order



Court File No. 31-OR-207744-T

5 T ONTARIO
SUPERIOR COURT OF JUSTICE
IN BANKRUPTCY AND INSOLVENCY

el
}‘Q:\; ;»i\ :"{/ ‘:,w;, “
o, T H E HONOURABLE ) THURSDAY, THE 29TH DAY
Higons 00 )
JUSTICE MORAWETZ ) OFMARCH, 2012

IN THE MATTER OF THE BANKRUPTCY OF
SKYSERVICE AIRLINES INC.
of the City of Toronto, in the Province of Ontario

ORDER

THIS APPLICATION of International Lease Finance Corporation, of the City
of Los Angeles, in the Country of the United States of America (the “Applicant”), as substituted
applicant creditor, pursuant to the March 29, 2012 Order of the Honourable J ustice Morawetz,
wherein it replaced Sunwing Tours Inc. (now Sunwing Vacations) (“Sunwing™) and Thomson
Airways Limited (“Thomson™) as the applicant creditors in the bankruptcy application issued on
June 16, 2010 as against Skyservice Airlines Inc. (“*Skyservice”) (as amended) (the

“Application”), was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Motion dated Marcﬁ 28, 2012, the Motion Record
and the Affidavit of Margaret L. Epstein sworn March 27, 2012; on hearing the submissions of
counsel for the Applicant, FTI Consulting Canada Inc. and such other counsel on the Service List
who appeared on this Application; and it appearing to the Court that the following acts of

bankruptcy have been committed:

(a) Skyservice has ceased to meet its liabilities generally as they become due.

11084885_3|TorDocs



Bankruptcy Order

1. THIS COURT ORDERS that Skyservice, of the City of Toronto in the Province of

Ontario, be and is hereby adjudged bankrupt and a Bankruptcy Order is hereby made against

Skyservice.

2. THIS COURT FURTHER ORDERS that FTI Consulting Canada Inc. of the City of

Toronto, in the Province of Ontario, be appointed as trustee of the estate (the “Trustee”) of the

said bankrupt.

3. THIS COURT FURTHER ORDERS that, subject to any further order of the Court, the

Trustee shall not be required to give security to the Official Receiver pursuant to section 16 of

the BIA.,

Coordination with Receivership Proceedings

4. THIS COURT ORDERS that the assets, undertakings and properties of Skyservice
acquired for, or used in relation to a business carried on by Skyservice, including all proceeds
therefrom (the “Receivership Property”) shall vest in the Trustee subject to the rights, powers
and authority of FTI Consulting Canada Inc. in its capacity as receiver (the “Receiver”) in
respect of the Receivership Property pursuant to the Order of the Honourable Justice Gans dated
March 31, 2010 (as may be amended from time to time, the “Receivership Order”), made
pursuant to section 243(1) of the BIA and section 101 of the Courts of Justice Act (Ontario), and
all other Orders made in Court File No. CV-10-8647-00CL (the “Receivership Proceedings™)

and, without limitation to the foregoing, the Receivership Property will continue to be subject to

11084885_3|TorDocs
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the court-ordered charges created pursuant to the Receivership Order in accordance with its

terms and any further Orders in the Receivership Proceedings.

5. THIS COURT ORDERS that, in connection with the claims against Skyservice:

@) any person that filed a proof of claim in compliance with the Claims Procedure
Order dated July 27, 2010 in the Receivership Proceedings (the “Claims
Procedure Order”) in respect of a Claim (as defined in the Claims Procedure
Order), or in compliance with any subsequent Order in the Receivership
Proceedings that permitted such person to file a proof of claim after the Claims
Bar Date (as defined in the Claims Procedure Order), is not required to file a
proof of claim in respect of such Claim in the bankruptcy of Skyservice (the

“Bankruptcy Proceedings™);

(b) the Receiver will continue to allow, disallow or otherwise adjudicate or settle
Claims in accordance with the Claims Procedure Order, and the final
determination of each Claim in accordance with the Claims Procedure Order will
be effective and binding in the Bankruptcy Proceedings as if allowed by the

Trustee and finally determined in the Bankruptcy Proceedings on such basis; and

() any obligation of the Receiver in respect of any Excluded Claim (as defined in the
Claims Procedure Order) will continue in accordance with and subject to the
terms of the Receivership Order and the other Orders in the Receivership
Proceedings, and any person with an Excluded Claim is not required to file a

proof of claim in the Bankruptcy Proceedings.

11084885_3|TorDocs
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6. THIS COURT ORDERS that, for the purposes of section 102 of the BIA:

(@) the Trustee is only required, in the case of the notice to be sent to creditors of
Skyservice pursuant to section 102(1), to send such notice to those creditors who
filed a proof of claim in compliance with the Claims Procedure Order (or any
subsequent Order in the Receivership Proceedings that permitted such creditor to
file a proof of claim after the Claims Bar Date), and such notice may be sent in
any manner permitted under the Claims Procedure Order, including without
limitation paragraph 32 thereof; and

(b) the Trustee is not required to include a proof of claim form in the materials to be
sent to creditors pursuant to section 102(2).

7. THIS COURT ORDERS that, notwithstanding this Order and the Bankruptcy
Proceedings, all steps and actions taken by the Receiver in the Receivership Proceedings
pursuant to any Orders granted therein (including without limitation soliciting, reviewing,
evaluating, allowing and disallowing Claims and sales of the Receivership Property) be and
hereby are deemed to be effective against the Trustee and against the creditors of Skyservice as if

such steps and actions were taken by the Trustee.

8. THIS COURT ORDERS that each of the Trustee and the Receiver shall be entitled to
seek the advice and direction of this Court as to the implementation of this Order and, in the case
of the Trustee, the discharge of the powers and duties of the Trustee under the BIA in connection
with this Order, and/or each of them may apply for such further Order or Orders as may be

appropriate.

11084885_3|TorDocs
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9. THIS COURT FURTHER ORDERS that the costs of the Applicant of and incidental to

this Application and this Order be paid to the Applicant out of the assets of the bankrupt upon

A o

taxation thereof.

11084885_3]TorDocs



Court File No. 31-OR-207744-T

IN THE MATTER OF THE BANKRUPTCY OF SKYSERVICE AIRLINES INC. OF THE CITY OF TORONTO IN THE PROVINCE OF

ONTARIO

11084885_3{TorDocs

ONTARIO
SUPERIOR COURT OF JUSTICE
IN BANKRUPTCY

Proceeding commenced at Toronto

ORDER

FRASER MILNER CASGRAIN LLP
Barristers and Solicitors

77 King Street West, Suite 400
Toronto-Dominion Centre

Toronto, Ontario M5K QA1

Dan Dowdall

LSUC No: 16737D
Telephone: 416-863-4700
Facsimile: 416-863-4592

Email: dan.dowdall@f{mc-law.com
Jane O, Dietrich
LSUCH#: 49302U

Telephone: (416) 863-4467
Facsimile: (416) 863-4592

Kate H. Stigler

LSUC # 538588 -
Telephone: (416) 862 3482
Facsimile: (416) 863 4592

Lawyers for International Lease Finance Corporation



Schedule D: Report of the Trustee on Preliminary Administration



CANADA
DISTRICT OF ONTARIO
DIVISION NO: 09-Toronto
COURT NO: 31457078
ESTATE NO: 31-457078

IN THE MATTER OF THE BANKRUPTCY OF

SKYSERVICE AIRLINES INC.
REPORT OF THE TRUSTEE ON PRELIMINARY ADMINISTRATION
FOR THE FIRST MEETING OF CREDITIORS
APRIL 19, 2012

BACKGROUND

1. On March 31, 2010 (the “Date of Receivership™”), FTI Copsulting Canada Inc. was
appointéd as receiver (the “Receiver”) of all of the assets, undertakings and properties
(the “Property”) of Skyservice Airlines Inc. (“Skyservice” or the “Company”)
pursuant to the order of the Honche Mr. Justice Gans (the “Receivership Order™)
granted upon the application of Thomas Cook Canada Inc. (“T'CCI”) pursuant to section
243(1) of the Bankruptcy and Insolvency Act R.S.C. 1985 c. B-3 as amended (the
“BIA”) and section 101 of the Courts of Justice Act R.S.0. 1990 c.43 as amended.

2. The Receiver has filed a number of reports on various aspects of the Receivership with
the Superior Court of Justice (Commercial List). Copies of these reports can be found on
thé website that was established by the Receiver at

http://cfcanada.fticonsulting.com/skyservice (the “Website™).

3. On June 16, 2010, Sunwing Tours Inc. (“Sunwing”) obtained an order Jifting the stay of
proceedings for the purpose of allowing Sunwing to commence the Bankruptcy
Application against Skyservice and to adjourn the hearing of the Bankruptcy
Application sine die. On June 30, 2010, the Sunwing Order was amended to add
Thomson Airways Limited (“Thomson™) as a creditor to the Bankruptcy Application.
On March 26, 2012, counsel for Sunwing and Thomson informed counsel for the
Receiver that they were not prepared to proceed with the Bankruptcy Application at that
time. On March 28, 2012, International Lease Finance Corporation (“ILFC”) served
materials in support of a motion to be substituted for Sunwing and Thomson in the

Bankruptcy Application pursuant to section 43(13) of the BIA.



4. On March 29th, 2012 the Court approved the substitution of Sunwing and Thompson
and issued an order adjudging Skyservice bankrupt (the “Bankruptcy Order™).
Pursuant to the Bankruptcy Order, among other things:

@ FTI Consulting Canada Tnc. was appointed as trustee of the estate (the
“Trustee”) of Skyservice;

(1)  the assets of Skservice vested in the Trustee subject to the rights, powers and

authority of the Receiver; and

(iii)  the determination of claims in accordance with the Cla.uns Procedure Order in
the Receivership Proceedmgs is effective and bmdmg in the Bankruptcy
Proceedings as if allowed by the Trustee and ﬁnally determmed in the

Bankruptcy Proceedmgs on such ba31s

CAUS‘ES.OF-FINANCIAL_DIFFICULTY

5. The béckgfound to the insolvency are set ouit in the affidavit of Karim Nensi sworn
March 31, 2010 and filed in support of the receivership application, a copy of which is
attached hereto as Appendix A. ‘

BOOKS AND RECORDS
6. The Trustee will not take possession of the books and records, which are held by the

Receiver.

'CONSERVATORY AND PROTECTIVE MEASURES

7. Commencing on the Date of Receivership, the Receiver took steps to secure possession
and control over property and all proceeds, receipts and disbursements arising out of or
from the Company, other than Aircraft, of which the Receiver was not required to take

possession, pursuant to the provisions of the Receivership Order.

ASSETS AND LIABILITIES
8. The following is a summary of the assets and habﬂmes of Skyservice, as reflected in the
Statement of Affairs prepared on April 5, 2012.



Assets:

Deposits in financial institutions $10,034,000
Other property TBD
Total Assets $10.034,000
Liabilities:
Unsecured creditors $64,015,000
Secured creditors 231,804
Contingent, trust claims or other liabilities 36,974,066
Total Liabilities $101,220.870
Deficiency $91.186.870
9. The following table summarizes the current status of the adjudication of claims:
CAD $000's
Claim Adjudication Summary Number Value
Secured/Trust/Property:
Accepted 14 110.7
Under Review” 3 37,095.2
17 37,205.9
Unsecured:
Accepted 1,081 11,784.3
Under Review 23 52,230.8
1,104 64,015.0
Total 1,121 101,220.9

" Former employee claims have been separated out from their
union and association groupings and into individual claims

% In the event that a claim was submitted as both secured and unsecured,
the amounts have been presented in the Secured/Trust/Property claim

category only to avoid duplication of claimed amounts.



10.

The assets yet to be realized in the estate are summarized as follows:

) Skyservice’s entitlement, if any, to certain funds currently held in escrow, as

described in more detail below;

(i) Skyservice’s entitlement to the unutilized amounts, if any, of certain monies

held in trust accounts, as described in more detail below; and

(iii)  The proceeds, if any, of any successful claims in respect of preferences or

transfers at undervalue.

Funds in escrow

11.

12.

13.

Skyservice was acquired by its current owners pursuant to a plan of arrangement in
2007. Consideration in respect of the transaction was paid almost entirely in cash with
several contingent amounts (totalling approximately $17.2 million) placed in escrow at
the time (“Funds in Escrow”). Portions of the Funds in Escrow had been released prior
to the Date of Receivership upon satisfaction of specific requirements set out in the
applicable agreements. Since the Date of Receivership, the Receiver has consented to
the release from escrow of approximately $400,000 following the satisfaction of the
specific requirements for release as set out in the relevant agreements. As of February

28, 2012, approximately $7.1 million remains in escrow.

The remaining Funds in Escrow are subject to claims by Skyservice in respect of

breaches of representations and warranties and financial performance thresholds from

2008.

Efforts to settle these claims have, to date, been unsuccessful and the Receiver’s current
intention is, therefore, to litigate these claims unless an appropriate settlement can be
reached. Further detail on the dispute can be found in the Monitor’s Eleventh Report, a

copy of which is available on the Website.

Trust Account Monies



14.

15.

On March 25, 2010, prior to the date of Receivership, Skyservice forwarded $7,370,000
million to its legal counsel, Cassels Brock & Blackwell LLP (“Cassels™), to be held in
trust for certain amounts that may be owing to employees, amounts that may be owing
pursuant to the Workers Compensation Act, (Manitoba) and amounts that may be owing
in respect of the Air Travellers Security Charge (“ATSC”) (such monies being the
“Trust Funds”).

The Receiver understands that approximately $6.3 million was paid out of the Trust
Funds prior to the appointment of the Receiver. Since the date of Receivership, the
Receiver has consented to Cassels making additional payments totalling approximately

$0.9 million from the Trust Funds.

Preferences and Transfers at Undervalue

16.

17.

In the course of its review of documents and communications as part of its duties as
receiver, the Receiver identified issues that could potentially form the basis for a claim

by a bankruptcy trustee pursuant to its rights and remedies under the BIA.

Among the transactions that the Receiver identified and that warrant further

investigation by the bankruptcy trustee, are the follbwing:

1) amounts paid to Gibralt Capital Corporation, a private investment company
that indirectly acquired a majority interest in the Skyservice chartered airline
business on October 19, 2007 (according to the affidavit of Karim Nensi,
sworn in support of the initial receivership application), which may potentially
have been paid in relation to unearned management fees (in the range of

approximately $4 million, subject to further investigation); and

(i1) amounts paid to senior executives of Skyservice (in the range of $400,000,

subject to further investigation).



18.

19.

20.

In accordance with the Order of the Honourable Mr. Justice Morawetz granted March
29, 2012, the Trustee has commenced actions in respect of the foregoing by way of
Notice of Application in order to ensure that no issues would arise with respect to

limitations periods.

In addition, as reported in the Receiver’s Tenth Report, dated June 2, 2011 delivered in
relation to the Sunwing Trust Motion, if an express trust is found in favour of Sunwing
(which has not occurred to date), the transfer of such funds may also conmstitute a

reviewable transaction.

The trustee will continue its investigations for the purpose of determining whether it is
appropriate to pursue the actions noted above and identifying any other preferences or

transactions at undervalue.

ANTICIPATED DISTRIBUTION TO CREDITORS

21.

22.

The following steps require completion in order to finalize the estate:
® Settlement or litigation in respect of escrow funds;
(ii) Finalization of claims to the Trust Funds;
(iii)  Litigation of trust claims asserted by certain creditors,
(iv)  Adjudication of claims pursuant to the Claims Procedure Order;

(v)  Determination and prosecution, if appropriate, of potential claims in respect of

preferences and transfers at undervalue; and

(vi)  Distribution of funds in accordance with legal priorities to creditors with

proven claims.

While it is currently anticipated that there will be funds available to unsecured creditors,
the amount of the distribution, if any, will depend on the outcome of the matters listed
above. Given the complexity of these matters, it is not possible, at this time, to estimate

when distributions will be made or when the estate will be completed.



DATED at the City of Toronto, in the Province of Ontario this 19" day of April, 2012.

FTI Consulting Canada Inc.
Trustee of the Estate of Skyservice Airlines Inc., a Bankrupt

Per:

N~

Nigel Meakin
Senior Managing Director
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Court file # CV-10-8647-60CL
ONTARIO
SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

IN THE MATTER OF THE RECEIVERSHIP OF

SKYSERVICE AIRLINES INC.
BETW E. EN:
- THOMAS COOK CANADA INC.
Applicant
-and -
SKYSERVICE AJIRLINES INC.
Respondent

(Application under s. 243(1) of the Bankruptcy and Insolvency Act and s. 101 of the Courts
of Justice Act for a national receiver)

AFFIDAVIT OF KARIM NENSI
(sworn March 31, 2018)

I, Karim Nensi, of the City of Brampton, in the Region of Peel, MAKE OATH

AND SAY:

1. I am the Chief Financial Officer for Thomas Cook Canada, Inc. (“TCCI”) and
have been personally involved in the contractual relationship between TCCI and Skyservice
Airlines Inc. (“Skyservice™), a provider of chartered aircraft service. I therefore have personal
knowledge of the matters hereinafter deposed to. Where my information is stated to be on

information and belief, I believe this information to be true.
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2. This affidavit is sworn in support of an application requesting an order to appoint
a receiver of the assets, property, and undertakings of Skyservice under section 243(1) of the

Bankruptcy and Insolvency Act (“BIA”) and section 101 of the Courts of Justice Act (“CJA”).

TCCI and Skyservice

3. TCCI is a company incorporated under the laws of Ontario and is headquartered
in Toronto. It is an indirect subsidiary of Thomas Cook Group, PLC (“Thomas Cook™), a
publicly held company with head offices in London, England. Thomas Cook is a leading
international leisure travel group and is organized into five geographical divisions: the UK and

Ireland, Continental Europe, Northern Europe, German Airlines, and North America.

4, TCCI is responsible for the Canadian operations of the North American division
of Thomas Cook. It is a Canadian tour operator licensed under the Travel Industry Act. It has
more than 1,000 employees in Canada and a network of tour operators, wholesalers and travel
agencies throughout Canada operating under several brands. TCCI offers its customers a “one-
stop shopping” experience for holidays and leisure travel: it charters flights under the Sunquest
brand, arranges accommodations, travel insurance, and rental cars, and provides a complete array
of related services. For the year 2009, TCCI made holiday arrangements for approximately 1.3
million customers for travel to destinations around the world. Approximately 305,000 of these

customers flew on planes operated by Skyservice under the Sunquest brand during TCCI’s

winter season.

5. Skyservice is a Canadian commercial charter airline that operates principally out
of Toronto. TCCI uses Skyservice to charter flights for TCCI’s Sunquest customers; Skyservice
leases commercial aircraft and provides the personnel to operate the aircraft. Skyservice has

more than 1,000 employees and operates approximately 20 commercial aircraft for destinations

29
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to Canada, the United States, the Caribbean, Mexico, and Europe. Because the industry is
seasonal, the planes used by Skyservice dufing TCCI’s winter season for Sunquest passengers

departing from North America are used in Europe by Thomas Cook during the summer season.

6. Skyservice’s majority shareholder is Gibralt Capital Corporation (“Gibralt”),
which indirectly acquired a majority interest in the Skyservice chartered airline business on
October 19, 2007. Gibralt is a private investment company headquartered in Vancouver, British

Columbia.

7. In addition to being one of Skyservice’s two primary customers, TCCI is also a

significant secured creditor of Skyservice. As such, it has two roles: customer and lender.

Contracts between TCCI and Skyservice

(a) Term Sheet
8. TCCI has various contractual relationships with Skyservice fo meet the travel

requirements of TCCI’s Sunquest customers. A term sheet dated February 6, 2002, (the “Term
Sheet”) sets out the objectives of the relationship between TCCI and Skyservice. The Term Sheet
is signed by Skyservice and My Travel Canada Holidays Inc., a predecessor company of TCCIL
It became effective on November 1, 2002, and terminates in accordance with its terms on April
30, 2011. The Term Sheet is not attached to this affidavit because it contains commercially

sensitive information relating to the role of TCCI as Skyservice’s customer.

9. The Term Sheet contemplates the parties entering into Charter Agreements
whereby, subject to certain exceptions, Skyservice would be TCCI’s air carrier for the operation
of dedicated aircraft, with a right of first refusal for any additional aircraft. Skyservice is entitled

to three principal sources of compensation under the Term Sheet including: (i) an aircraft tail fee
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(base compensation and aircraft months); (ii) commission on ad hoc flights on dedicated aircraft;

and (iii) bonuses for achieving certain performance objectives.

(b} Aircraft Sublease Agreements and Charter Agreements

10. To meet its obligations to TCCI, Skyservice entered into Aircraft Sublease
Agreements with various parties including Thomas Cook Airlines Limited (“Thomas Cook
Airlines”), a related TCCI company. Skyservice and TCCI then entered into a Charter

Agreement for each plane subleased by Skyservice and chartered by TCCIL.

11. Thomas Cook Airlines and Skyservice entered into six Aircraft Sublease
Agreements for three A320 Aircraft and three B757 Aircraft. They also entered into a number of
agreements related to the Aircraft, such as Engine Sub-Lease Agreements, Airframe Sub-Lease
Agreements, Intermediate Aircraft Lease Agreeménts, and Maintenance Agreements. Under the
Maintenance Agreements, all of which are substantially similar, Skyservice, as the sub-lessee,

agreed to be responsible for certain maintenance costs.

12, The parties entered into seven Charter Agreements, six corresponding to the
Aircraft Sublease Agreements with Thomas Cook Airlines and one related to an aircraft
subleased from another party. With the exception of the latter Charter Agreement, which was
effective as November 1, 2001, and expires March 7, 2011, the remaining Charter Agreements
were effective as of November 4, 2009, and expire between March 27 and April 26, 2010. The
material terms of the Charter Agreements are as follows:

(@)  TCCI agreed to pay Skyservice a Charter Fee on a weekly basis at least seven
days in advance of each flight;

®) Skyservice agreed to operate the Aircraft in accordance with the winter and
summer programs set out in Schedule C of the Charter Agreement;
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(©) Skyservice agreed to deploy the Aircraft as may be requested by TCCI for flights
to any destinations that may be served by such Aircraft type from Toronto or
other Canadian departure points as may be agreed;

(d) Skyservice agreed to providé all of the personnel, services and facilities
associated with flights under the Charter Agreement and agreed to be responsible
for placing hull and liability insurance for the subject Aircraft; and

(e) Skyservice agreed to pay: (i) all costs related to operation of the Aircraft; (if) all
costs related to any interruption of any flight once the Aircraft was airborne; and

(iii) salaries and all other expenses, including lodging and transportation to and
from airports, for the flight crew and other personnel furnished in respect of the

Aircraft.

13. : The monies payable by TCCI to Skyservice under the Term Sheet and Charter
Agreements fluctuate over the course of the year because the travel industry is seasonal. As of
the date of the swearing of this affidavit, TCCI has made all payments owing to Skyservice

under the various contractual arrangements.

(¢) Charter Transportation Agreements

14. TCCI and Skyservice formalized the requirements for the winter and summer
flight programs in various charter transportation agreements (the “Charter Transportation
Agreements”). Each Charter Transportation Agreement sets out the data, origin, destination,
number of seats, baggage allowance, and Charter Fee for the flight(s). The Agreements can relate

to a flight that takes place once or to a flight that repeats over multiple rotations.

15. Skyservice concurrently followed a similar process with its other primary
customer, Signature Vacations (the former Canadian subsidiary of TUI Travel PLC that is now
amalgamated with Sunwing Vacations), to ensure that it had the ability to meet both TCCI’s and

Signature Vacations’s needs. I estimate that TCCI and Signature Vacations represent 52% and

48% respectively of Skyservice’s business.
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Skyservice’s financial problems and TCCP’s purchase of Skyservice’s secured debt

16. Over the past few months, Skyservice encountered financial problems and

therefore approached TCCI with a view to amending the existing financial arrangements. In
September 2009, one of Skyservice’s principal customers, Signature Vacations, announced a
proposed combination with Sunwing Vacations (an entity that has access to a fleet of Sunwing :
oo Giguere. (Freaids
lanes) that was completed in Jan 2010. Furthermore, I am informed b teq that&n

planes) p uary y Slyservieq K Deeen

Skyservice believed that Signature Vacations would likely seek to exit the relationship with
~
/ M

Skyservice as a result of this combination.

17. This possibility was also implied to the public. In an article published in a French-
language trade magazine, Colin Hunter, President of Sunwing, when speaking about the future of

Signature Vacations and Sunwing in Quebec, said:
I don’t believe this will take place in the context of harmonious
business relationships. Continuing my reply to your question,
Signature is still contractually bound to Skyservice for two years,

in the rest of Canada. We were contacted by this carrier’s
management to explore our infentions. We will see what will come

out of these discussions [translated].
The article is attached hereto as Exhibit “A”.

18. In January 2010, Skyservice’s principal secured lenders were Roynat Inc. and
Integrated Private Debt Fund LP (the “Lenders”) under a credit agreement (the “Credit
Agreement™). Skyservice notified the Lenders that it was or would be in breach of certain
financial covenants under the Credit Agreement. The Lenders took the view that the Signature
Vacations merger with Sunwing Vacations called into question Skyservice’s ability to remain a
going concern over the ldng term such that there was an event of default under the Credit

by Johnaay Qampi (Direcksr of HeBoond e s
Agreement. I am also informec{ that there were further events of default. B’\ <y TN cQ_)

T
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19. In and around February 1, 2010, I was advised in a meeting attended by Ro

Giguere (President and CEO of Skyservice) and Johnny Ciampi (Director on the Board of
Skyservice) (together, the “Skyservice Representatives”) and Jamie Farrar (Executive Vice
President of Gibralt) that Skyservice would likely not be in a position to continue operations

beyond February 5, 2010, without some financial assistance from TCCL

Sy Gt 27 7

20. I am informed by theSleysemw-chresenm:rv? kyservice told the Lenders

that it was engaging in negotiations with TCCI whereby TCCI would pfovide funding to
viom Shony Clompa '{/
Skyservice. I am also mformed that on January 29, 2010 the and Skyservwe entered

into a forbearance agreement to provide Skyservice with time to restructure its business and
affairs.

21 TCCI is a significant stakeholder and would have been seriously impacted if
Skyservice’s financial position deteriorated to the point that it stopped providing services to
TCCI for its Sunquest charters mid-season. For example, TCCI had more than 165,000 seats
allocated for Sunquest passengers scheduled to travel between February 5 and April 30, 2010.
TCCI’s primary objectives were, therefore, to protect these passengers from any Skyservice
operational disruption, to allow Skyservice and TCCI the opportunity to consider new
arrangements for a working relationship that would mutually benefit both parties, and to give

Skyservice time to restructure the operations and find alternative financing,

22. TCCI therefore purchased the debt obligations (the “Secured Debt”) owed by
Skyservice to the Lenders and all security granted by Skyservice in connection therewith through
an Assignment and Assumption Agreement effective February 12, 2010. Approximately $8.6
million is due and payable under the Secured Debt on March 30, 2010. A copy of the

Assignment and Assumption Agreement is attached as Exhibit “B”.
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23. Simultaneously, TCCI and Skyservice entered into an Amended and Restated
Credit Agreement reflecting the change in TCCI’s role to secured lender. A copy of the
Amended and Restated Credit Agreement, excluding commercially sensitive schedules, is

attached as Exhibit “C”,

24, Article 2.07 of the Amended and Restated Credit Agreement states that all
guarantees and security granted by Skyservice listed in Schedule A to the Agreement would
continue in full force and effect as security for the Secured Debt. In Article 2.11, Skyservice

confirms that the security remains in place.

25. Schedule A of the Amended and Restated Credit Agreement sets out the security

granted by Skyservice in favour of TCCI in respect of the Secured Debt (the “Security ‘

Documents™). These include:

(a) A General Security Agreement given by Skyservice granting a security interest in
all of Skyservice’s property and assets (the “Skyservice GSA™). A copy of the
Skyservice GSA is attached as Exhibit “D”;

(b) A Debenture (the “Building Debenture™) granting security over a low-rise
building in an industrial complex near Pearson International Airport in the GTA
(“Pearson™) that Skyservice purchased from the estate of Canada 3000 Airlines
Ltd. A copy of the Building Debenture is attached as Exhibit “E”;

(¢) A Debenture (the “Hangar Debenture™) granting security over real and leasehold
property at two hangars Skyservice leases from the Greater Toronto Airports
Authority. A copy of the Hangar Debenture is attached as Exhibit “F”;

(d)  An Intellectual Property Security Agreement given by Skyservice granting
security over Skyservice’s intellectual property (the “IP Security Agreement”);

()  Guarantees of all obligations given by (i) 6761551 Canada Inc. (“676), the
shareholder of Skyservice, (the “676 Guarantee™); and (ii) 6806929 Canada Inc.
(“680™), a predecessor by amalgamation to Skyservice (the “680 Guarantee™),
among others; and

® General Security Agreements given by (i) Skyservice’s predecessor (the “675
GSA”™) granting a security interest in all of Skyservice’s property and assets; (i)
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676 granting a security interest in all of 676’s property and assets; and (iii) 680
granting a security interest in all of 680°s property and assets, among others.

26. The Lenders registered their security documents under the PPSA. The registration

dates are September 26 and October 9, 2007. TCCI preserved the dates of registration when it

assumed the Secured Debt and the related security; it also registered the change in secured party

under the PPSA.

27. One of the remedies of TCCI under the Skyservice GSA and other Security
Documents is to apply to any court of competent jurisdiction for the appointment of a receiver

for all or any portion of the Skyservice property and assets charged.

28. The Amended and Restated Credit Agreement is governed by the laws of Ontario
and Canada as applicable (Article 3.07). In Article 3.08, the parties irrevocably attorn to the
jurisdiction of the courts of Ontario, which will have non-exclusive jurisdiction over any matter

arising out of the Agreement.

29. The Amended and Restated Credit Agreement contains a strict conﬁdentiélity
provision that prevented TCCI from disclosing the fact that the agreement had been entered into
as well as the terms of the agreement. In addition, as a significant secured creditor of Skyservice,
TCCI could not disclose that Skyservice was experiencing financial difficulties: to do so would
have been a breach of the lender-borrower confidential relationship. Also, such a disclosure
would have the potential of seriously destabilizing Skyservice’s existing operations and its

attempts to structure its affairs with a view to continuing in the long term.

30. The Amended and Restated Credit Agreement required Skyservice to continue to
retain FTI Consulting Canada Inc. (“FTI”) to monitor the cash and payables position of

Skyservice. FTI had been retained by Skyservice in January to report to the Lenders and provide
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weekly monitoring of cash and payables. The scope of FII’s retainer included providing
financial, strategic, and restructuring advice; assisting Skyservice in negotiating with customers

and creditors; and providing a weekly report to TCCL, among others.

31. In addition, TCCI agreed to pay its tariffs to Skyservice without any set-off
agaiﬁst the Secured Debt (article 2.05 of the Amended and Restated Credit Agreement). The
parties entered into the First Amending Agreement on March 12, 2010, adjusting the tariff
payable on March 23, 2010, to reflect a change to the flight schedule, The First Amending

Agreement, excluding commercially sensitive schedules, is attached as Exhibit “G”.

32. Finally, TCCI agreed to subordinate (the “Subordination Agreement”) its security
to that of Gibralt to a cap of $7,087,500 plus enforcement expenses. Both parties agreed that
Skyservice would not repay either Gibralt or TCCI before March 30, 2010, without prior written

consent.

33. On March 30, 2010, Skyservice had a positive cash position with more than
sufficient funds to repay the amount owing to Gibralt in full. I am informed by Jamie Farrar
(Executive Vice President of Gibralt), that on March 30, 2010, as it was clear that Skyservice
would not‘be able to reach an agreement with any other party to secure the necessary working
capital or to achieve the cost structure required for a long-term ;Iiable model for continued
operations, Gibralt sent a demand letter and a notice of intent to enforce security (“NOI”) under
section 244 of the BIA to Skyservice. The demand letter and NOI are attached hereto as Exhibits
“H” and “I”, respectively. I am informed by Graham Bailey, Skyservice’s CFO, that on March
30, 2010, Skyservice transferred $7,151,311.62 to Gibralt to repay the secured indebtedness

owing to Gibralt.
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34, Through these arrangements, TCCI supported Skyservice and not only permitted
Skyservice to continue business in the short term but also afforded Skyservice more time to look

for a longer term solution to its financial difficulties.

Skyservice’s efforts to preserve its business
3s. Article 2.09 of the Amended and Restated Credit Agreement required Skyservice

and TCCI to “negotiate in good faith toward a long-term renewal of the existing business
relationship between [Skyservice] and [TCCI}”. Skyservice and TCCI have engaged in good
faith negotiations and various proposals have been tabled; however, no agreement establishing a

long-term renewal of the business has been reached.

36. Unfortunately, over the past few weeks, it became increasingly clear that-

Skyservice would not be able to reach an agreement with any other party to secure the necessary

working capital or to achieve the cost structure required for a long-term viable model for

continued operations.

Appointing a Receiver
37. TCCI was confronted with some very difficult decisions arising from

" Skyservice’s financial problems. TCCI was dependent on Skyservice for its chartered aircraft

requirements to satisfy existing Sunquest travel commitments and was advised that Skyservice
could cease operations as early as February S, 2010, unless TCCI was prepared to transition from
the role of Skyservice’s custoiner to Skyservice’s lender. The eventual agreement to do so was
only made after considerable deliberation and after concluding that the proposed agreement
represented the only opportunity for Skyservice to make new arrangements that would allow

continued operations on a longer term basis.
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38. The urgency of this situation is illustrated by the fact that TCCI negotiated and
concluded the Assignment and Assumption Agreement and related documentation within a two-
week period. Had these negotiations failed, Skyservice would have stopped operating at a much

earlier date with the resulting adverse consequences to its customers and other stakeholders.

39. TCCI continued its negotiations with Skyservice following completion of the
revised lending documentation; both parties recognized that a lot was at stake including the
continuing employment of Skyservice’s employees. Regrettably, Skyservice could not secure the
additional working capital or requisite cost structure for continued operations that might have
facilitated the negotiations of fevised agreements with TCCI and possibly other customers.
However, I believe that TCCI and Skyservice exhausted all potential avenues fo address
Skyservice’s financial problems, including that TCCI has not withdrawn any capital from
Skyservice other than payments in the ordinary course of business. Unfortgnately, Skyservice’s

economic and financial hurdles were ultimately too great to overcome.

faoect Thoroton, Couvsel o BXpecnc

40. On March 29, 2010, I was informed by Sleyseme7 that all of Skyscrvice’y/ ,

directors and officers intended to resign on March 30, 2010. I am informed by my counsel, Mary

Paterson, that the directors and officers resigned at approximately 5:30 p.m. on March 30, 2010.

41. TCCI sent a demand letter and a NOI under section 244 of the BIA to Skyservice
dated March 30, 2010. The demand letter and NOI are attached hereto as Exhibits “J”” and “K”,

respectively. . ) '
(Lo (5 guere. and 'Sb\—»nvxiﬁ Qampt) 7 ,
. e o /‘O/ff
42, The Skyservice Representatives informed me that it will not be able to both repay

the Secured Debt and continue operations after March 30, 2010, as it will not have sufficient
working capital. I believe that Skyservice is insolvent. It no longer has directors or officers. A

Court-appointed receiver is necessary to ensure an orderly wind-down of Skyservice’s business
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and to protect stakeholders as well as to properly and efficiently dispose of Skyservice’s real and

leasehold property and other assets for the benefit of Skyservice’s creditors.

43. . Skyservice has acknowledged receipt of the demand and NOI, that the Secured
Debt is due and owing, that it is unable to make payment of the Secured Debt, and has consented
to the immediate enforcement of the security described in the NOI, and waived the 10-day period
referred to in section 244(2) of the BIA. This acknowledgement and consent to earlier

enforcement of security is attached hereto as Exhibit “L”.

Impact of the Receivership

44. Skyservice currently has two primary customers: TCCI and Signature Vacations.
If a receiver is appointed, then the operations of Skyservice will cease and passengers on TCCI’s

and Signature Vacations’s tours must travel to and from their destinations on planes operated by

a different provider.

45. When service is disrupted mid-season and travellers are stranded at their
destination, the Travel Industry Act and regulations obliges tour operators like TCCI to offer the
customer the choice of a full and immediate refund or comparable alternate travel services
acceptable to the customer. TCCI does not have a fleet of aircraft to transport its Sunquest
customers and therefore has purchased capacity on other providers’ aircraft to ensure that
travellers will return home with minimal disruption. As of the date of swearing this affidavit,

comparable alternatives have been located for all TCCI Sunquest travellers, including the 3,050

travellers who will be at their holiday destination on March 31 and the approximately 7,000

travellers leaving for vacation after March 31, 2010.

46. I am not aware of the extent, if any, of discussions between Signature Vacations

and Skyservice relating to Skyservice’s financial problems and the fact that Skyservice is

40
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financially unable to continue operations beyond March 30, 2010. If Signature Vacations is not
aware of these circumstances, it will be confronted with a ‘hard stop’ and will have to
immediately take steps to address the travel requirements of its customers. The tour operation
business often has to confront operational issues such as this as the economic prospects of airline
carriers have been uncertain in recent years and tour operators have gained experience in dealing
with this type of situation, including the ‘hard stop’ of Jetsgo, CanJet, and Canada 3000. The
recent merger between Signature Vacations-and Sunwing Vacations will likely assist in
providing solutions to Signature Vacations through Sunwing Airlines. Otherwise, Signature
Vacations will have to access the available capacity of other Canadian airlines as its destinations

are served by multiple carriers.

47. I have been advised by Rob Giguere (President and CEO of Skyservice) that
Skyservice is scheduled to operate one flight for another tour operator on Wednesday, March 31,
with approximately 180 outbound passengers and 190 inbound passengers. I have also been
advised that Skyservice is scheduled to operate five flights on Thursday and seven flights on
Friday for another tour operator. TCCI has arranged for the availability of selected flight
capacity that will be made available to assist other tour operators, if they so choose, in the
ordinary course of making arrangements for alternative transportation for passengers in the 48

hours after the Receiver is appointed (or longer if necessary and possible).

48. Skyservice also has other European customers that use Skyservice during the
summer months, including the European related company of TCCI. As far as I am aware, none

of those customers have passengers currently at their destipation; thus, no passengers will be

stranded. In addition, as far as I am aware, these European customers will have some time to find |

a different service provider so the travellers may go on their vacations with minimal disruption.

41
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49. Notwithstanding that TCCI has been able to transition the travel requirements of
its customers, TCCI will suffer financially when Skyservice ceases operations. TCCI pays
Skyservice in advance for flights based on estimates of costs. However, costs change and, by the
end of the flight season, there is a variance between the amount the tour operator paid to
Skyservice and the amount that should have been paid. This variance can be owed by or to
Skyservice. As of the date of swearing this affidavit, Skyservice owes TCCI appro:dmately $12
million.

Role of the Receiver!

(a) Preserving and realizing on assets

50. The role of the Receiver will be to realize on Skyservice’s assets and manage
creditor and stakeholder concerns in an efficient and orderly fashion. The Receiver will not
operate Skyservice’s business. A court-ordered stay will be necessary to assist the Receiver in

ensuring that credltors are paid in the proper priority. Furthermore, I have been informed by
Groham Bau\e\(; +te O«\cP Knanaol 6B ar s Slauseance, amd Jamnudz Forve

-Sleyseme; that they will have in excess of $8 million in cash as of the close of business on
Vﬁé%/

March 30, 2010. The appointment of a Receiver is therefore required to ensure that no credi

of Skyservice take precipitous steps to get control of the cash to the prejudice of other
stakeholders who may also have claims to such. monies. In this manner, the rights of the
stakeholders will be safeguarded and the Receiver will have some breathing space to assess any

competing claims asserted against Skyservice’s assets.

51. As mentioned above, Skyservice owns a low-rise industrial building near Pearson.
In addition, Skyservice owns hangar(s) at Pearson on land subleased from the Greater Toronto

Airports Authority. Skyservice may have other physical assets and certainly leases space at

' Much of the information I set out in this affidavit about Skyservice’s financial affairs I learned from FTP’s reports.
See paragraph 27 above.
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airports across the country and around the world. The Receiver will also realize on Skyservice’s

accounts receivable and any other assets, including intellectual property.

(b) Managing stakeholdér concerns
52. Skyservice has five categories of operationally important stakeholders: navigation

fees, handling fees, fuel, landing fees, and other.

53. Skyservice pays navigation fees to Nav Canada and the Federal Aviation
Administration for overflight fees. As of March 22, 2010, the accrual account payable is
$1,426,404. In addition, Skyservice pays handling fees to GlobeGround, Ogden Aviation
Mexico, and others for other services received at the respective airports. As of March 22, 2010,

the accrual account payable is $700,716.

54. Skyservice prepays Imperial Oil and World Fuel Services Inc. for its fuel.
Skyservice prepays landing fees to the Greater Toronto Airports Authority. It also prepays
ground handling and passenger taxes in Cuba, Mexico, and the Dominican Republic and for
tourist cards in Cuba and the Dominican Republic. As a result, I believe that none of these

stakeholders are creditors.

55. As described above, Skyservice leases certain of its planes from Thomas Cook
Aitlines. In the ordinary course of Skyservice’s business, the planes would return to Europe fo
" provide flights in Europe during the summer. Thomas Cook Airlines requested that the planes be
returned to Europe by the end of March to prepare for the summer season; I believe that all of
Thomas Cook Airlines’ planes will be in Europe on or before March 31. Thomas Cook Airlines
was also aware of Skyservice’s financial difficuities and the likelihood that Skyservice would not

have the funds to operate after March 30, 2010.
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56. I have no information about the location of the other planes leased by Skyservice

and the Receiver will have to co-ordinate any issues with the lessors of suc lanes

Yoo (5 guece. /
57. I am informed by Skyseme7 and believe that Skyservice has paid all of its
employees’ wages, vacation pay and overtime, as well as employee overtime and
employee/employer deductions on payroll and vacation pay such that no money is currently
owing to any of the employees. Skyservice also paid other étawtory priority payables, including
GST and PST. Skyservice made these payments with money that it set aside approximately three
months ago. I undersiand that this step was taken by the officers and directors of Skyservice to
ensure that all such obligations were satisfied in full in the event that Skyservice was ultimately

unable to continue operations after March 30, 2010.

Requirements in section 243(1) of the BIA

58. TCCl is a secured creditor of Skyservice. Although due and payable, Skyservice
has not paid the amount owing to TCCI under the Amended and Restated Credit Agreement.
Skyservice’s failure to pay is an event of default under article 2.06(2) of the Amended and

Restated Credit Agreement.

59. TCCI is committed to ensuring that the best steps are taken for the benefit of all
stakeholders in a situation that is recognized as being difficult and, because of the nature of
Skyservice’s business, urgent. In this regard, it has approached FTI, which already has an
understanding of Skyservice’s assets and obligations, to act as Receiver and a copy of the

executed consent of FTI is attached as Exhibit “M”, FT1 is a licensed trustee.

Receiver’s Charge
60. I am informed by my counsel, Mary Paterson, that the model order for

receiverships grants the Receiver a charge on the Property as security for fees and disbursements
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incurred before and after C points the Receiver (the “Receiver’s Charge”). 1 am
Joyhan M

mformed that the Courf can Order that the Receiver’s charge be in priority to other validly

attached and perfected security interests subject to the Court being satisfied that such a priority is

appropriate in the circamstances.

61. This application for an order appointing FTI as Receiver of Skyservice is being

brought without notice to several secured creditors. I am informed by my counsel, Mary

Paterson, that the PPSA segrch fo ervice {(and its French names) fills a banker’s box. I am
veyha =

mformed that the s ary ¢f this PPSA search is 757 pages long. The vast majority of the

registrations relate to specific assets (such as aircraft or aircraft leases).

62. TCCI does not intend to seek a Court order that would place the Receiver’s
Charge ahead of any validly registered mortgage, lien or charge on the real property of the
Debtor or ahead of any validly attached and perfected security interest in a specific identified

asset of the Debtor identified on the PPSA register.

63. Only four secured creditors have registrations set out in the PPSA Register that do
not appear to relate to-a specific asset. On March 29, 2010, I was informed by Sabah Mirza,
Skyservice’s former general counsel, that, to the best of her knowledge, she believes that one of
these secured creditors (PNC Bank, National Association) in fact only has security over specified
aircraft components and not general security. Another secured creditor (I0S Financial Services)
only has security over specific photocopiers and printers that are leased by Skyservice and not
general security. The third registration, that of CBSC Capital, relates to a lease of photocopier
and printing equipment that is no longer in place such that the PPSA registration should have
been discharged. The final secured creditor (Royal Bank r/ glstered security related to

letters of credit; however, I am mformed that these lette of credit are cash collai'erahzed
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Confidential information
64. The tour operator industry is a highly competitive industry. Some of the schedules

to the exhibits attached to this affidavit contain sensitive pricing information. TCCI and its senior
management have developed significant expertise in negotiating agreements that are particular to
its operating business model and are always kept confidential. Disclosing the sensitive pricing
information contained in the exhibits would therefore be prejudicial to TCCI’s future operations
as competitors will know TCCI’s pricing sensitivities and will gain unfair advantage in
negbtiations with airline carriers and customer pricing. TCCI therefore did not include these
schedules in the exhibits to this affidavit and, if requested, will produce them for inspection by

this Honourable Court together with a request for a sealing order.

Conclusion

65. A receiver appointed under section 243(1) of the BIA will be able to ensure an
orderly wind-down of Skyservice’s operations: it will address the concerns of passengers, tour

operators, and other stakeholders and creditors and ensure fair treatment of all such stakeholders.

SWORN BEFORE ME at the City of

Toronto, in the Province of Ontario, on
March 31, 2010. ///
/bﬂg Xarim Nerisi

Commissioner for Taking Affidavits
(Mary Paterson)
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FORM 78

Statement of Affairs (Business Bankruptcy/Proposal)
(Subsection 49(2) and Paragraph 158(d) of the Act / Subsections 50(2) and 62(1) of the Act)

(Title Form I

To the bankrupt/debtor:

B/Original 0 Amended

You are required to carefully and accurately complete this form and the applicable attachments showing the state
of your affairs on the date of your bankruptey ¢ date of filing your proposal (or, if applicable, notice of intention) on the
9™  dayof March. 2012. When completed, this form and the applicable attachments will constitute your
Statement of Affairs and must be verified by oath or solemn declaration.

LIABILITIES
(as stated and estimated by bankrupt/debtor)

- 64,5000

1. Unsecured creditors as per list"A” ...

2. Secured creditors as per list"B" .. ..... S I BoH
3. Preferred creditors as per list"C" . ... .. g

4, Contingent, trust claims or other liabilities
as per list "D" estimated to be reclaimable

for e W

ERTERETWCITIOREITRITY
Total liabilities . . ................ $108 220 R70
Surplus ...l 3
1, , of the

in the Province

knowledge, a full, true and co

affairs on the y of

and fully disclose all propedly of every description that is
in my possession or thayfnay devolve on me in
accordance with the

SWORN (or SOLEMNLY DECLARED)

before meay’ (city, town or
village),

in the Bfovince of v

on thy day of

Commissioner of Oaths Signature of bankrupt/debtor
for the Province of .

FTT Gorvaliig Comde oo (g
- /‘ A o ()_4‘\"- VA
S SeS A:r\\u/.) \ac . 9—9\..

7

'}5— (UU” S CM&J"S.

ASSETS
{(as stated and estimated by bankrupt/debtor)
1. Inventory.........ocovniinnnnnn 3
2. Trade fixtures, ete. . ...... e 3

3. Accounts receivable and other
receivables asper ist"E" .........

Good...... ...... 3
Doubtful... ....... $
Bad....... ....... 3
Estimated to produce $ b3
4. Bills of exchange, promissory note,
etc.asperlist™F*..... .......... 3
5.  Deposits in financial institutions .. .. W
6. Cash...........ooiviirinia.. s
7. Livestock...........coiveiinnn $E
8.  Machinery, equipmentandplant .... §
9.  Real property or immovables as per
Ht"G" e s
10. Fumiture...... .....c.vuvnnen.. $
11. RRSPs, RRIFs, life insurance,etc. .. 8
12. Securities (shares, bonds, debentures,
eC.) i $
3. Interestsunderwills ............. $
14, Vehicles...............cconne $
15. Other property as per list "H"
.......... $
.......... $ &Mb

. S
If bankrupt/debtor is a corporation, add:
Amount of subscribed capital §
Amount paid on capital .... §

Balance subscribed and unpaid . .. .. $

Estimated to produce . . .......... N S
Totalassets .... ....oovvvnvnnnnn 310,034 oo
Deficiency . .... .......oivviinan b ©

Heca e

b

Tt QU



Summary Chart of Liabilities - Detailed Listings to be provided in e-filing

CAD $000's
IClaim Adjudication Summary e Number Value|
Secured/Trust/Property: o
Accepted 14 S 110.68
Under Review” 3 37,095.19
17 37,206
Unsecured:
Accepted 1,081 11,784.25
Under Review 23 52,230.75
1,104 64,015
Total! 1,121 § 101,220.87

' former employee claims have heen separated out from their
union and association groupings and into individual claims

? In the event that a claim was submitted as both secured and unsecured,
the amounts have been presented in the Secured/Trust/Property claim
category only to avoid duplication of claimed amounts.



