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INTRODUCTION 

1. On March 31, 2010 (the “Date of Receivership”), FTI Consulting Canada Inc. 

was appointed 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 Honourable Mr. Justice Gans (the 

“Receivership Order”) granted upon the application of Thomas Cook Canada 

Inc. (“TCCI”) 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.O. 1990 c.43 as amended. 

2. To date the Receiver has filed a number of reports on various aspects of the 

Receivership. The purpose of this, the Receiver’s Sixth Report, is to inform the 

Court of the following: 
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(i) The completion of the sale of the Fasken Property pursuant to the 

Fasken Sale Agreement approved by the Court on August 12, 2010; 

(ii) The progress of the Hangar Marketing Process; 

(iii) The results of the sale of assets pursuant to the Liquidation Services 

Agreement approved by the Court on June 16, 2010; 

(iv) Receipts and disbursements for the period from March 31 through 

September 24, 2010; 

(v) The progress of the Claims Procedure approved by the Court on July 

27, 2010; 

and to request the granting by this Honourable Court of: 

(vi) An order approving an interim distribution of $5 million to Thomas 

Cook Canada Inc. (“TCCI”) on account of the Roynat Principal 

Claim, as hereinafter defined (the “Interim Distribution”).  

TERMS OF REFERENCE 

3. In preparing this report, the Receiver has relied upon unaudited financial 

information of Skyservice, Skyservice’s books and records, certain financial 

information prepared by Skyservice and discussions with Skyservice’s 

employees.  The Receiver has not audited, reviewed or otherwise attempted to 

verify the accuracy or completeness of the information. Accordingly, the Receiver 

expresses no opinion or other form of assurance on the information contained in 

this report or relied on in its preparation.  Future oriented financial information 

reported or relied on in preparing this report is based on assumptions regarding 

future events; actual results may vary from forecast and such variations may be 

material.  
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4. The information and advice described in this Report as being provided to the 

Receiver by McCarthy Tétrault LLP (the “Receiver’s Counsel”) has been 

provided to the Receiver to assist it in considering its course of action and is not 

intended as legal or other advice to, and may not be relied upon by, any other 

stakeholder. 

5. Unless otherwise stated, all monetary amounts contained herein are expressed in 

Canadian Dollars. Capitalized terms not otherwise defined are as defined in the 

Receivership Order or previous Reports of the Receiver. 

SALE OF THE FASKEN PROPERTY 

6. As noted above, the sale of the Fasken Property, the location of Skyservice’s chief 

executive office, pursuant to the Fasken Sale Agreement was approved pursuant 

to an order of the Court granted on August 12, 2010 (the “Fasken Sale Order”). 

The sale was completed on August 17, 2010. Net proceeds of sale were 

$5,240,320.16. 

PROGRESS OF THE HANGAR MARKETING PROCESS 

7. As detailed in the Receiver’s First report, Skyservice owns a building located at 

2450 Derry Road in the city of Mississauga, Province of Ontario (the “Hangar”).     

8. In its Fourth Report, the Receiver set out the intended steps for the Hangar 

Marketing Process. The Hangar Marketing Process has now been carried out and 

the Receiver is in exclusive negotiations with the aim of entering into an 

agreement of purchase and sale, subject to Court approval, for the sale of the 

Hangar.  Details of the Hangar Marketing Process will be provided in conjunction 

with a motion for such approval, to be brought by the Receiver once an agreement 

has been executed.  
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ASSET SALES PURSUANT TO THE LIQUIDATION SERVICES AGREEMENT 

9. The liquidation of assets pursuant to the Liquidation Services Agreement is close 

to completion with net realizations to the estate being $2,806,886.33 to date. That 

amount is $102,886.33 higher than the net minimum guarantee under the 

Liquidation Services Agreement. 

RECEIPTS AND DISBURSEMENTS FOR MARCH 31 TO SEPTEMBER 24, 2010 

10. The excess of receipts over disbursements for the period from March 31, 2010 to 

September 24, 2010 (the “Period”), totalled approximately $11.8 million, 

excluding amounts held by the Receiver pending determination of entitlement (the 

“Restricted Cash”), as summarized below: 

$000 
Receipts:

Cash on hand 9,023.0
Accounts receivable 1,353.2
Sale of assets 8,115.6
Collections under Aircraft Return Agreements 856.0
Tax refunds 894.0
Other 186.5

Total Receipts 20,428.3
Disbursements:

Occupancy costs 338.5
Employee related costs 1,696.3
Operating costs 445.7
Legal & professional 3,366.4
Transfer to Segregated Account 2,329.5
GST/HST 245.4
Other 157.5

Total Disbursements 8,579.3
Excess of Receipts over Disbursements 11,849.0
Restricted Cash:

ARA Deposit Account 1,464.7
Segregated Account 2,334.6
Airport Security Account1 2,488.5

Total 18,136.8
1Will be paid to airport  authorities or returned to aircraft  lessors depending 
on Court determination
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11. In addition to the foregoing, the Receiver currently estimates that it has incurred 

approximately $200,000 in accrued obligations, primarily in respect of payroll-

related costs, legal and professional fees and other miscellaneous operating costs. 

PROGRESS OF THE CLAIMS PROCEDURE 

12. The Claims Procedure is being carried out in accordance with the Claims 

Procedure Order. Claims filed by the Claims Bar Date of August 27, 2010, are 

summarized as follows: 

Number Value 
Secured/Priority claims 77 $43,313,336
Unsecured claims1 304 $126,389,493
Total2

381 $169,702,829
1Includes approximately $33.5 million of claims that were also filed as secured/priority claims
2Claims subject to review; not yet allowed or disallowed

 

13. A further 12 claims totalling approximately $2.1 million were filed after the 

Claims Bar Date. Pursuant to the Claims Procedure Order, the Receiver has no 

discretion to extend the Claims Bar Date to allow the filing of these claims. 
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14. Included in the secured/priority claims are trust or property claims made by TCCI 

and the Skyservice Cabin Crew Association (“SCCA”). In addition, Sunwing 

Tours Inc. (“Sunwing”) and the Skyservice Pilots’ Association of Canada 

(“SkyPAC”), have asserted a trust or property claim. Each of the foregoing 

parties has asserted a claim of trust or property interest in cash and other assets of 

Skyservice (the “Sunwing Trust Claim”, the “TCCI Trust Claim”, the “SCCA 

Trust Claim” and the “SkyPAC Trust Claim” respectively; collectively, the 

“Trust Claims”).  The Sunwing Trust Claim is in the amount of $7.6 million, 

plus additional unquantified amounts. The TCCI Trust Claim is in the amount of 

$23.9 million, the SCCA Trust Claim is in the amount of approximately $6,000 

and the SkyPAC Trust Claim is in the amount of approximately $35,000. The 

Receiver is reviewing these claims and, in each case, may seek to reach a 

consensual resolution of the claim or have it determined in accordance with the 

Claims Procedure. 

15. The Receiver is also in the process of reviewing and adjudicating the other claims 

filed in accordance with the Claims Procedure. Given the complexity of many of 

the claims, it is likely that the adjudication of claims may take a significant period 

of time. 

REQUEST FOR AN ORDER AUTHORIZING THE INTERIM DISTRIBUTION 

16. Prior to the Claims Bar Date, TCCI filed a secured claim in the amount of 

$9,190,720.39 (the “TCCI Secured Claim”). Included in the TCCI Secured 

Claim is a claim for $8,598,919.95 relating to the principal amount (the “Roynat 

Principal Claim”) owing in respect of the debt assigned to TCCI by Roynat Inc. 

and Integrated Private Debt Fund LP in February 2010, as described at paragraphs 

16 to 34 of the affidavit of Karim Nensi sworn March 31, 2010 and filed in 

support of the receivership application (the “Nensi Affidavit”). For ease of 

reference, a copy of the Nensi Affidavit (without exhibits) is attached hereto as 

Appendix A. 
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17. The Receiver has reviewed the Roynat Principal Claim and is satisfied as to its 

validity.  The Receiver has not yet completed its review of the balance of the 

TCCI Secured Claim, but the outcome of that review has no bearing on the 

Receiver’s motion for authorization to make the Interim Distribution. 

18. As described in the Pre-Appointment Report to the Court of FTI Consulting 

Canada Inc. in its capacity as proposed receiver dated March 31, 2010 (the “Pre-

Appointment Report”), Receiver’s Counsel has reviewed certain of the security 

held by TCCI and is of the opinion that, subject to the customary opinion 

assumptions and qualifications: 

(i) The general security agreement held by TCCI (the “TCCI GSA”) is 

properly registered in Ontario, British Columbia and Alberta pursuant 

to the applicable PPSA Legislation, creates a valid security interest in 

the personal property of Skyservice located in those provinces and is 

enforceable against Skyservice under Ontario law (the law stated to be 

governing law of the TCCI GSA); and 

(ii) The Office Building Debenture, as defined in the Pre-Appointment 

Report, created a valid charge of Skyservice's interest in the Fasken 

Property in favour of TCCI, enforceable against Skyservice under 

Ontario law. Pursuant to the Fasken Sale Order, the net proceeds from 

the sale of the Fasken Property stand in place of the Fasken Property 

with the same priority 

19. TCCI has requested that the Receiver make an immediate distribution on account 

of the Roynat Principal Claim.  The Receiver has no authority to make such a 

distribution without an Order of the Court. 
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20. TCCI has informed the Receiver that it consents to the Interim Distribution 

notwithstanding the TCCI Trust Claim. Based on discussions with Sunwing’s 

counsel, the Receiver understands that Sunwing does not oppose the Interim 

Distribution. 

21. Excluding the Trust Claims and claims against the Restricted Cash, claims 

totalling approximately $0.5 million have been filed in the Claims Process 

asserting a security or priority interest that may or may not rank in priority to the 

Roynat Principal Claim, summarized as follows: 

$000 
Governmental Agencies 134
Employees (Wages and Vacation Pay)1,2 111
Other 234
Total3

479

2Claims subject to review; not yet allowed or disallowed

1Severance and termination claims filed as secured claims have been 
excluded on the basis that such claims do not have priority in law.
2Net of amounts held in trust by third parties for payment of such 
amounts

 
22. As noted earlier in this report, receipts to date exceed disbursements by 

approximately $11.8 million, excluding Restricted Cash.  The Interim 

Distribution, if authorized and made, would therefore leave approximately $6.8 

million of cash in the estate, with additional realizations to come from the sale of 

the Hangar, the finalization of the sale of inventory and chattels and the collection 

of accounts receivable.  Additional amounts may also be realized from the 

Restricted Cash and from funds held in escrow by third parties, depending on the 

resolution of the competing claims to these funds.  
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