CANADA

PROVINCE OF QUEBEC
DISTRICT OF MONTREAL

N°: 500-11-052101-173

SUPERIOR COURT
(Commercial Division)

(Sitting as a court designated pursuant to the
Companies’ Creditors Arrangement Act, R.S.C.
c. C-36, as amended, and the Canada
Business Corporations Act, R.S.C. 1985, c. C-
44, as amended)

IN THE MATTER OF THE PLAN OF
COMPROMISE, ¥ ARRANGEMENT AND

REORGANIZATION OF:
ALLIANCE HANGER INC.
Debtor
-and-
ERA GROUP INC./GROUPE ERA INC.
Applicant
-and-
KPMG INC.
Monitor

APPLlCATlON FOR SANCTION OF THE AMEN DED PLAN OF COMPROM!SE
 ARRANGEMENT AND REORGANIZATION AND OTHER RELATED ORDERS

(Sectlons 6, 9 and 11 of the Compames Creditors Arrangement Act R. S.C. 1985,
C. C-36, as amended, and Section 191 of the Canada Business Comorattons Act
R S.C. 1985 c. C-44, as amended) ~

TO ONE OF THE HONOURABLE JUDGES OF THE SUPERIOR COURT, SITTING IN
THE COMMERCIAL DIVISION, IN AND FOR THE DISTRICT OF MONTREAL, THE
APPLICANT RESPECTFULLY SUBMITS AS FOLLOWS:

Unless otherwise indicated, capitalized terms found herein shall have the same meaning
ascribed thereto in the Amended Plan of Compromise, Arrangement and Reorganization
filed by the Applicant in respect of Alliance Hanger Inc. dated March 9, 2017.

L INTRODUCTION

1. The present application seeks the issuance by this Honourable Court (the “Court”)
of an order, substantially in the form of the draft “Sanction Order” produced

herewith as Exhibit P-1, which:
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(a) sanctions the “Amended Plan of Compromise, Arrangement and
Reorganization” filed by Era Group Inc. (the “Applicant’) in respect of
Alliance Hanger Inc. (the “Debtor”) dated March 9, 2017 (the “Plan”), a copy
of which is produced herewith as Exhibit P-2; and

(b) orders the Equity Restructuring as set forth under Section 191 of the
Canada Business Corporations Act, R.S.C. 1985, c. C-44, as amended (the
“CBCA").

Pursuant to an order of the Court issued on March 9, 2017 (the “Meeting
Procedure Order”), the Plan was filed and a meeting of Affected Creditors was
ordered and authorized to take place (the “Creditors’ Meeting”).

On March 28, 2017, the Creditors’ Meeting was held and a vote was cast with
respect to the Plan.

The Affected Creditors voted in favour of the Plan, thus obtaining the majorities
required under the Companies’ Creditors Arrangement Act (the “CCAA”").

BACKGROUND

GENERAL

On February 16, 2017, Era Group Inc. (the “Applicant”), a creditor of Alliance
Hanger Inc. (the “Debtor”), sought the issuance of an “Initial Order” in respect of
the Debtor (the “Initial Application”) pursuant to the provisions of the CCAA in
order for the Debtor to:

(a) facilitate the reorganization of the Debtor’s finances and business; and

(b)  submit a Plan of Compromise, Arrangement and Reorganization in order to
compromise and arrange certain of the Debtor's debts and reorganize the
Debtor's equity pursuant to the relevant provisions of the CCAA and the
CBCA,

all with a view of rendering the Debtor solvent and viable and allowing the Debtor
to stay in and continue its business.

The Initial Application was presented by the Applicant and not the Debtor because:

(a)  as will be hereafter detailed, the Debtor’s shareholder groups and Board of
Directors did not and still do not share a common vision of the Debtor's
future and are deadlocked; and

(b) the Debtor could not meet its obligations as they became due, lost the
support of its key-secured lenders and was insolvent.

Without the Plan and its sanction such circumstances will not change.
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On February 16, 2017, the Court granted the Initial Application and issued an order
extending the protection of the CCAA to the Debtor, the whole pursuant to the
provisions of the CCAA (such order, together with all subsequent amendments
thereto, the “Initial Order”).

INTERIM FINANCING

As is explained in more detail herein, the Debtor was suffering from a liquidity crisis
at the outset of the CCAA Proceedings. Accordingly, due to the Debtor’s urgent
need for an injection of funds, the Initial Order authorized an interim financing
facility.

9170-9402 Québec Inc. (the “Interim Lender”), one of the holders of the Debtor’s
Common Shares, entered into an agreement with the Debtor pursuant to which the
Interim Lender, once approved by the Court, provided a loan facility of up to $5
Million (the “Interim Financing”) to the Debtor pursuant to an “Interim Financing
Term Sheet” dated February 10, 2017 (the “Interim Financing Term Sheet”).

The Interim Financing is on a revolving basis totally interest-free and fee-free in
order to bridge the eventual occurrence of the New Equity Investment.

Pursuant to the Initial Order, the Interim Financing is secured by a priority charge
(the “Interim Lender Charge”) on all present and after acquired property of the
Debtor and ranks after the Administration Charge and all security held by the
Debtor’'s secured lenders.

Following the issuance of the Initial Order and the Interim Lender Charge ordered
therein, the Interim Lender immediately advanced $3.7 Million to the Debtor. The
Interim Financing has served as a “life-line” to the Debtor, assisting with, inter alia,
the continuation of its operations until the New Equity Investment is made.

The Interim Financing is temporary in nature and the proceeds from the New
Equity Investment will be used to repay the indebtedness due under the Interim
Financing.

THE DEBTOR

The Debtor is a Montreal-based manufacturer and distributor of plastic hangers
which it sells in North America and Europe.

The Debtor employs approximately 100 employees at its 116,000 square foot
manufacturing plant situated at 2850 rue Botham in Montreal and has offices
(which it shares with the Applicant) situated at 2500 rue Guénette in Montreal.

The Debtor’s sole directors are Jean-Luc Lavergne and Edward Reichman.

The Debtor has issued a total of 100 Class "A" shares (being voting common
shares) (the “Common Shares”) and 2,700,000 Class “F” shares (being non-
voting preferred shares) (the “Preferred Shares”). While disputed by certain of its
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shareholders, these Common Shares and Preferred Shares are held and owned
as follows:

. S:h‘a,reholder‘ - ‘Cdmrhon,ShaféS Preferred Shares

6187820 CANADA INC. (a corporation 325
ultimately controlled by Jean-Luc Lavergne) )

9170-9402 QUEBEC INC. (a corporation

ultimately controlled by Mark Schneiderman 32.5 --
and Gerry Shapiro)

GESTION MARC TREMBLAY INC. (a

corporation ultimately controlled by Marc 10 -
Tremblay)

EDWARD REICHMAN 25 -

APPLICANT (a corporation ultimately
controlled by Jean-Luc Lavergne, Mark -- 1,350,000
Schneiderman and Gerry Shapiro)

POLINEX PLASTICS INC. (a corporation
ultimately controlled by Devir Bitton and
Edward Reichman) and its bankruptcy
trustee, Raymond Chabot Inc.

- 1,350,000

On the basis of a Share Purchase Agreement dated January 1, 2014, 6187820
Canada Inc. and 9170-9402 Québec Inc. contend that they each own and hold 40
Common Shares and that Edward Reichman owns and holds only 10 Common
Shares. Edward Reichman disagrees with this contention. For the purposes of
the Plan and its sanction, this dispute is irrelevant.

THE DEBTOR’S HISTORY
THE SHAREHOLDERS AGREEMENT

On November 6, 2013, the then holders of the Debtor's common shares entered
into a “Shareholder Agreement” (the “Shareholders Agreement”).

The Shareholders Agreement envisaged that each of the Applicant and Polinex
Plastics Inc. would combine their plastic hanger businesses by selling such
businesses to a to-be-created corporation, i.e. the Debtor (then known as “Polinex
ERA Inc.”) and that the Debtor would be managed by two shareholder groups,
namely “Group ERA” and “Group Polinex”.

The Shareholders Agreement called for the Debtor to have two directors, one
designated by “Group ERA” and one designated by “Group Polinex”. The Debtor’s
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current directors were so designated: Jean-Luc Lavergne of “Group ERA” and
Edward Reichman of “Group Polinex”.

The Shareholders Agreement further provided that certain matters and decisions
in respect of the Debtor be agreed to by both “Group ERA” and “Group Polinex”.

THE ASSET PURCHASE AGREEMENTS

On January 1, 2014, the Debtor entered into a separate “Asset Purchase
Agreement” (collectively the “Asset Purchase Agreements”) with each of the
Applicant and Polinex Plastics Inc. whereby:

(a) the Debtor purchased certain assets from the Applicant for a price
consisting of a combination of cash, the issuance of 1,350,000 Preferred
Shares and an unpaid balance of purchase price of $950,000; and

(b) the Debtor purchased certain assets from Polinex Plastics Inc. for a price
consisting of a combination of cash, the issuance of 1,350,000 Preferred
Shares and an unpaid balance of purchase price of $950,000.

As a result of the Asset Purchase Agreement executed between the Debtor and
the Applicant, the Debtor still owes the Applicant $950,000.

DEBTOR’S CREDITORS

SECURED CREDITORS

The Debtor’s secured creditors (the “Secured Creditors”) are as follows:

Toronto-Dominion Bank (“TD Bank”)

TD Bank is the Debtor’s working capital lender. At the time of the Initial Application,
a secured revolving credit facility was in place between TD Bank and the Debtor,
which facility was margined against the Debtor’s accounts receivable and inventory
(the “Initial TD Facility”).

Since the issuance of the Initial Order and on the basis of the Interim Financing
and the eventual New Equity Investment to replace the Interim Financing, a new
agreement has been entered into to replace the Initial TD Facility in order to
implement terms and conditions more favourable to the Debtor and to exclude
inventory from the facility’s margining.

In order to secure indebtedness owing to TD Bank by the Debtor, TD Bank benefits
from hypothecs ranking first over the Debtor’'s accounts receivable and inventory
and second against all the Debtor's other property. The current indebtedness
owed by the Debtor to TD Bank has been reduced since the Initial Application and
is now approximately $1,559,000.
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This reduction in indebtedness results from the receipt of the Interim Financing
from the Interim Lender which is to be replaced by the New Equity Investment.

Roynat Inc. (“Roynat’)

Roynat has extended a non-revolving loan to the Debtor (the “Roynat Facility”)
repayable by scheduled monthly capital/interest payments.

The Roynat Facility is secured by hypothecs ranking first over all of the Debtor's
property other than accounts receivable and inventory and second on accounts
receivable and inventory. The current indebtedness under the Roynat Facility is
approximately $1,650,000.

The Business Development Bank of Canada (“BDC”)

BDC has extended a non-revolving loan to the Debtor (the “BDC Facility”)
repayable by scheduled monthly capital/interest payments.

The BDC Facility is secured by hypothecs ranking first over all of the Debtor's
property other than accounts receivable and inventory and second on accounts
receivable and inventory. The current indebtedness under the BDC Facility is
approximately $1,906,000.

The hypothecs securing the Roynat Facility and the BDC Facility rank pari passu
as between Roynat and BDC.

At the outset of the CCAA Proceedings, each of TD Bank, Roynat and BDC
insisted on a significant capital injection into the Debtor in order for each of them
to continue extending financial support to the Debtor. That capital injection was
realized, on a short term basis, via the Interim Financing.

On the basis of the New Equity Investment and its replacement of the Interim
Financing, TD Bank, Roynat and BDC have provided their support for the Plan’s
sanction.

Interim Lender

The Interim Lender benefits from a charge ordered by the Court pursuant to the
Initial Order charging all of the Debtor’s present and future property ranking junior
to and after all security held by the other Secured Creditors.

The Interim Financing has been used to pay down the indebtedness owed to TD
Bank and to allow the Debtor to continue its operations.

The indebtedness owing under the Interim Financing will be repaid from the New
Equity Investment.

The Plan and the Orders sought herein are not directed at TD Bank, Roynat, BDC
or the Interim Lender, do not seek to in any manner affect TD Bank, Roynat, BDC
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and the Interim Lender or their rights and treat each of TD Bank, Roynat, BDC and
the Interim Lender as “Unaffected Creditors”.

AFFECTED CREDITORS

In addition to owing $950,000 to each of the Applicant and Polinex Plastics Inc.,
the following creditors (being a shareholder of the Debtor or entities related to the
Debtor's shareholders but none of which are related to the Debtor in the sense of
Section 4 BIA) advanced the following loans to the Debtor on the following dates,
all of which loans remain unpaid, namely:

Shapiro General Partnership

March 11, 2014 $500,000 (a general partnership ultimately
controlied by Gerry Shapiro and

Mark Schneiderman)

February 11, 2015 $200,000 Shapiro General Partnership

July 21, 2016 $100,000 Shapiro General Partnership

3903460 Canada Inc.

July 22, 2016 $100,000 (a corporation ultimately
controlled by Jean-Luc
Lavergne)
September 16, 2016 $300,000 Shapiro General Partnership
September 26, 2016 $200,000 Shapiro General Partnership
October 26, 2016 $250,000 Shapiro General Partnership

4511531 Canada Inc.

November 3, 2016 $250,000 (a corporation ultimately
controlled by Jean-Luc

Lavergne)

November 11, 2016 $100,000 Applicant

Total: $2,000,000




36.

37.

38.

39.

40.

41,

42.

43.

-8-

The above unpaid loan advances together with $950,000 owing to each of the
Applicant and Polinex Plastics Inc. under the Asset Purchase Agreements total
$3,900,000 (the “Affected Claims”). The creditors of the Affected Claims are the
Applicant, Polinex Plastics Inc., Shapiro General Partnership, 3903460 Canada
Inc. and 4511531 Canada Inc. (the “Affected Creditors”).

The Plan seeks to compromise and arrange the Affected Claims owing to the
Affected Creditors. As opposed to the Debtor's other ordinary creditors, the
Affected Creditors are either shareholders of the Debtor or entities related to some
of the Debtor's shareholders (none of which are related to the Debtor in the sense
of Section 4 BIA).

OTHER ORDINARY CREDITORS

In addition to the Affected Claims owing to the Affected Creditors, the Debtor
currently owes approximately $1,200,000 to its other ordinary creditors (i.e. trade
creditors and other payables). These creditors and their claims are unaffected by
the Plan and the Orders sought herein and have been, and continue to be, paid in
accordance with their terms.

The Plan seeks to compromise and arrange only the claims of the Affected
Creditors. All other claims of all other creditors (including, without limitation, the
Secured Creditors and all ordinary claims of ordinary creditors other than the
Affected Creditors) are Unaffected Creditors holding Unaffected Claims and will
not be affected, compromised or arranged by the Plan.

DEBTOR’S CRISIS
LIQUIDITY CRISIS

Over the past year, the Debtor’s sales volumes have dropped significantly, mainly
as a result of the loss of significant purchases from one major customer.

This significant drop in sales volumes resulted in significant losses. For the period
ended November 30, 2016, the Debtor incurred a loss in excess of $1.1 Million.

As aresult of a loss of sales and other issues, the Debtor's inventories (carried on
its books at approximately $6 Million) require a significant write-down, which will
result in further losses.

All of the foregoing put great strain on the Debtor’s ability to borrow under the Initial
TD Facility and the Initial TD Facility was fully, and in many cases, overly utilized.

At the outset of the CCAA Proceedings, TD Bank indicated to the Applicant and
the Debtor that it:

(a)  would no longer consider the Debtor’s inventory as marginable collateral
under the Initial TD Facility; and
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(b)  required an immediate cash injection of at least $3.7 Million into the Debtor,
failing which TD Bank would not continue to avail the Initial TD Facility to
the Debtor.

Each of Roynat and BDC indicated that, without a proper revolving credit facility
from TD Bank or any other bank, Roynat and BDC could not continue to support
the Debtor under the Roynat Facility and the BDC Facility respectively.

Essentially, without a cash injection of at least $3.7 Million into the Debtor, the
Debtor's doom was sealed and the Debtor would be forced into liquidation. Such
liquidation would result in:

(a) the cessation of the Debtor’s business;
(b) the discontinued use of its 116,000 square foot premises;
(¢) theloss of 100 jobs; and

(d)  an almost certain total loss to be suffered by all of the Debtor’s ordinary
creditors.

As is explained herein, such cash injection was made but on a temporary basis in
the form of the Interim Financing approved by the Court. However, a more
permanent solution is required in the form of the New Equity Investment.

All of the Debtor's outstanding Common Shares and Preferred Shares have
absolutely no value, such that the only stakeholders (other than the employees,
the Debtor’s landlord and the Debtor’s customers and suppliers) currently having
an economic interest in the Debtor are its creditors.

DEADLOCK

As a result of the composition of the Debtor’'s Board of Directors and the provisions
of the Shareholders Agreement, the Debtor is dead-locked.

Of the holders of the Debtor's Common Shares, only 9170-9402 Québec Inc. and
6187820 Canada Inc. understand and agree that the Debtor's liquidity crisis
required the immediate Interim Financing and now requires the more permanent
New Equity Investment in replacement of the Interim Financing.

As a result of the Shareholders Agreement, the Debtor's Board of Directors
consists of two Directors: Jean-Luc Lavergne and Edward Reichman. Jean-Luc
Lavergne agrees that the Debtor’s liquidity crisis required the immediate Interim
Financing and now requires the more permanent New Equity Investment in
replacement of the Interim Financing.

On the other hand, Edward Reichman is unprepared to participate in any equity
investment. Rather, Edward Reichman'’s sole focus is on either:
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(a) having the Debtor and/or some of the Debtor’s other shareholders purchase
his Common Shares, despite the fact that these Common Shares, in light
of the Debtor’s insolvency, have absolutely no value; or

(b)  sitting back and have some of the Debtor’s other shareholders make the
entire New Equity Investment without any contribution on his part and,
thereafter, maintain the dead-lock.

As a result of this dead-lock, the Court saw fit to authorize the Interim Lender to
provide the Interim Financing. However, the Interim Financing is a stop-gap
measure effected in order to deal with the Debtor’s liquidity crisis on a short term
basis. The Interim Financing is effectively repayable on demand and, being debt
(as opposed to equity), the Interim Financing does not improve the Debtor's
balance sheet and its long term prospecits.

Accordingly, the New Equity Investment, being equity as opposed to debt, will
improve the Debtor’s balance sheet and its long term prospects.

If the dead-lock persists and the New Equity Investment is not made, the Debtor’s
problems will only have been solved in the short term on an unacceptable basis
and the Debtor will be forced to liquidate, producing the dire consequences
previously detailed in this Application.

CLAIMS PROCEDURE

On February 16, 2017, contemporaneously with the issuance of the Initial Order,
the Court issued a “Claims Procedure Order” (the “Claims Procedure Order”)
establishing a procedure for Affected Creditors to prove their Affected Claims.

The Claims Procedure Order created a claims process restricted to Affected
Creditors and deemed that Affected Creditors filed a proof of claim in the amount
of their respective Affected Claim Amount, such amount being the unpaid loan
advance or unpaid balance of purchase price mentioned previously. Any Affected
Creditor who wished to file a proof of claim in an amount in excess of its respective
Affected Claim Amount would had to have done so by the Claims Bar Date.

In accordance with the Claims Procedure Order, the Monitor provided the requisite
materials to the Affected Creditors and made such materials available on its
website.

By 5:00 p.m. on March 3, 2017 (the Claims Bar Date), the Monitor had not received
any proofs of claim and accordingly, the Affected Creditors were each deemed to
have filed a proof of claim in the amount of their respective Affected Claim Amount.

INITIAL PLAN AND AMENDED PLAN

On March 7, 2017, the Applicant filed into the Court record an initial plan of
compromise, arrangement and reorganization (the “Initial Plan”) and distributed
such plan to the service list herein.
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On March 7 and 8, 2017, certain members of the service list provided the
Applicant’s counsel with comments and requested modifications to the Initial Plan.

After consultation and discussions with such parties and upon consultation with
the Monitor and its counsel, the Applicant and its counsel modified the Initial Plan
and created the Plan.

The changes between the Initial Plan and the Plan are minor and serve to ensure
that the releases set out therein do not release any guarantor or other Person from
any guarantees in respect of the Debtor’s obligations or Unaffected Claims. Such
changes are found at Section 6.4 of the Plan, which Plan is produced herewith as
Exhibit P-2.

On March 9, 2017, the Plan was filed with the Court, the whole as appears of
record herein.

CREDITORS’ MEETING

In accordance with the Meeting Procedure Order, the Monitor provided the
Affected Creditors and the Debtor's shareholders who are not Affected Creditors
with the appropriate “Meeting Materials” (as defined in the Meeting Procedure
Order), including notice of the Creditors’ Meeting, within the delay provided therein,
and published such materials on its website.

In accordance with the foregoing notice, the Creditors’ Meeting was convened and
held on March 28, 2017.

At the Creditors’ Meeting:

(a) the Plan was tabled and made available to all Affected Creditors, or their
proxies, present at such Creditors’ Meeting;

(b) the Monitor made available its report outlining the Plan and providing its
recommendation for approval of the Plan, a copy of which is produced
herewith as Exhibit P-3; and

(c) the Monitor conducted a vote on the Plan by those Affected Creditors
present (in person or by proxy) at such Creditors’ Meeting.

As appears from the minutes of the Creditors’ Meeting produced herewith as
Exhibit P-4 and as will be more fully detailed by the Monitor in its report to be filed
with the Court, the results of such vote were as follows:

(a) 80% of Affected Creditors present at the Creditors’ Meeting (in person or by
proxy) voted to approve the Plan; and

(b)  76% in value of the Proofs of Claim of all Affected Creditors present at the
Creditors’ Meeting (in person or by proxy) voted to approve the Plan.
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Accordingly, the Plan has been approved by far more than the Required Majorities
at the Creditors’ Meeting.

SALIENT POINTS OF THE PLAN, EQUITY RESTRUCTURING AND
REORGANIZATION

The purpose of the Plan is to compromise and arrange the Affected Claims of the
Affected Creditors pursuant to the CCAA and to provide for a restructuring and
reorganization of the Debtor’s equity pursuant to Section 191 CBCA.

As previously mentioned, the Plan serves to compromise only the claims of the
Affected Creditors, to the exclusion of the Unaffected Creditors which includes the
Secured Creditors and the Debtor’s trade creditors, who are being paid and will
continue to be paid and treated in the ordinary course.

In particular, pursuant to the Plan, the Affected Creditors:

(a) are entitled to participate in the Aggregate Distribution in the amount of
$10,000. The Aggregate Distribution will be paid by the Debtor to the
Monitor within 25 days of the issuance of the Sanction Order and is to be
distributed by the Monitor to the Affected Creditors; and

(b)  shall have their Affected Claims fully and finally settled upon payment of the
entire Aggregate Distribution by the Debtor to the Monitor.

The Equity Restructuring in the Plan calls for, inter alia:

(a) the creation of a new class of common shares (being the New Common
Shares) issuable from the Debtor’s capital stock;

(b) the creation of a new class of redeemable shares redeemable for a nominal
redemption price (being the New Redeemable Shares) issuable from the
Debtor’s capital stock;

(c)  the automatic conversion of all Existing Shares on a one-to-one share basis
into New Redeemable Shares; and

(d) a fair mechanism whereby all of the Debtor's Existing Shareholders can
subscribe for and purchase their respective Proportion of the New Common
Shares for the aggregate purchase price of $3.7 Million.

The Existing Shares have no value. The Plan provides a fair mechanism where all
of the Debtor’s Existing Shareholders will be entitled to subscribe for and purchase
their pro-rata share of New Common Shares. As a result, Existing Shareholders
are not prejudiced.

Pursuant to the Plan, the Plan Sponsors, being 9170-9402 Québec Inc. and
6187820 Canada Inc. — entities managed or directed by Mark Schneiderman and
Jean-Luc Lavergne respectively, have agreed to take up and purchase the
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Proportions of the New Common Shares of any Existing Shareholder who chooses
not to subscribe for and Purchase their Proportion of the New Common Shares.

The Plan Sponsors are fully prepared and able to financially assume the
proportions of such defaulting shareholders and are ready to manage the Debtor.

The New Equity Investment of $3.7 Million will be used to repay the indebtedness
to the Interim Lender under the Interim Financing. Accordingly, the New Equity
Investment will improve the Debtor's balance sheet and give it the liquidities it
desperately needs on a long-term and more permanent basis.

Implementation of the Plan is conditional upon:

(a) the Affected Creditors’ approval of the Plan by the Required Majorities,
which occurred at the Creditors’ Meeting; and

(b)  this Court’s issuance of the Sanction Order,

all by no later than April 27, 2017, or such later date as may be agreed to in writing
by the Applicant and the Monitor or as may be ordered by the Court.

Effectively, the Plan, in general, and the Equity Restructuring and the New Equity
Investment, in particular, will allow the Debtor to restructure and reorganize,
financially survive and bring value to its creditors and other stakeholders. The Plan
and its sanction and implementation will result in the Debtor remaining in business,
operating a Canadian owned enterprise and employing approximately 100
employees at its Montreal based facility.

It would be unfair and prejudicial to the Debtor and the Debtor's creditors if the
Debtor’s fate were to be sealed as a result of an intractable dispute between its
shareholders as described herein when a solution to the Debtor’s insolvency and
dead-lock is available in the form of the Plan, in general, and the compromises,
arrangements and equity reorganization contemplated thereunder, in particular.

Without this Court’s sanction of the Plan, there will be no New Equity Investment
in the Debtor and the Debtor will be forced to liquidate, producing the dire
consequences previously detailed in this Application.

As previously mentioned, the Secured Creditors have indicated their support for
the sanction of the Plan.

A report of the Monitor with respect to the sanction of the Plan will be filed with the
Court at or prior to the hearing of the present Application.

The present Application is well founded in fact and in law.
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FOR THESE REASONS, MAY IT PLEASE THIS HONOURABLE COURT TO:

(A) GRANT the present Application;

(B) ISSUE the Sanction Order substantially in the form of the draft Order produced
herewith as Exhibit P-1;

THE WHOLE without costs, save and except in the event of contestation.

Montreal, April 3, 2017

(SGD.) Kugler Kandestin LLP

KUGLER KANDESTIN LLP
Attorneys for the Applicant

TRUE COPY Me Gerald Kandestin

Me David Stolow

) iﬁ Me Jeremy Cuttler
( \4&’\ \, 1 Place Ville-Marie, Suite 1170
W4/ </ Montreal, Québec, H3B 2A7
Tel. 514-878-2861
KUGLER KANDESTIN LLP Fax. 514-875-8424
kandestin@kklex.com
dstolow@kklex.com
cuttler@kklex.com
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DISTRICT OF MONTREAL
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SUPERIOR COURT
(Commercial Division)

(Sitting as a court designated pursuant to the
Companies’ Creditors Arrangement Act, R.S.C. c.
C-36, as amended, and the Canada Business
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-and-
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-and-
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AFFIDAVIT

l, the undersigned, Mark Schneiderman, carrying on business and domiciled for the purposes
hereof at 440-800 rue du Square-Victoria, Montréal, Québec H4Z 1A1, solemnly affirm that:

1. I am an Officer of Era Group Inc., the Applicant to the present Application for Sanction of
the Amended Plan of Compromise, Arrangement and Reorganization and Other Related

Orders (the “Application”);

2. I have read the attached Application; and

3. All of the facts alleged in the Application of which | have personal knowledge are true

and correct.

Solemnly affirmed before me at Montreal,
Quebec, on April 3, 2017
(S) Colleen Moffatt, #205826

AND | HAVE SIGNED:

(S) Mark Schneiderman
MARK SCHNEIDERMAN

Commissioner for Oaths for Québec

TRUE COPY
PRI RV Ay

KUGLER KANDESTIN LLP
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CANADA SUPERIOR COURT
(Commercial Division)

PROVINCE OF QUEBEC (Sitting as a court designated pursuant to the

DISTRICT OF MONTREAL Companies’ Creditors Arrangement Act,
R.S.C. ¢c. C-36, as amended, and the Canada
Business Corporations Act, R.S.C. 1985, c.
C-44, as amended)

N°: 500-11-052101-173
Montréal, April 11, 2017

Present: The Honourable Martin
Castonguay, J.S.C.

IN THE MATTER OF THE PLAN OF
COMPROMISE, ARRANGEMENT AND
REORGANIZATION OF:

ALLIANCE HANGER INC.
Debtor

-and-
ERA GROUP INC./GROUPE ERA INC.

Applicant
-and-

KPMG INC.
Monitor

ORDER FOR THE SANCTION OF THE AMENDED PLAN OF COMPROMISE,
ARRANGEMENT AND REORGANIZATION AND OTHER RELATED ORDERS

THE COURT is seized with the “Application for Sanction of the Amended Plan of
Compromise, Arrangement and Reorganization and Other Related Orders” (the
“Application”) filed by Era Group Inc. (the “Applicant’);

SEEING the Initial Order issued by this Honourable Court on February 16, 2017, as
amended, pursuant to the Companies’ Creditors Arrangement Act, R.S.C. ¢. C-36, as
amended (the “CCAA");

SEEING the Claims Procedure Order issued by this Honourable Court on February 16,
2017, pursuant to the CCAA;



2.

SEEING the Order for the Filing of the Amended Plan of Compromise, Arrangement
and Reorganization, the Calling of a Creditors’ Meeting and the Extension of the Stay
Period issued by this Honourable Court on March 9, 2017;

CONSIDERING the allegations contained in the Application, the exhibits and the
affidavit in support thereof;

CONSIDERING the representations of counsel;

CONSIDERING the Monitor’'s Report (the “Monitor’s Report”);

CONSIDERING Sections 6, 9 and 11 of the CCAA;

CONSIDERING Section 191 of the Canada Business Corporations Act, R.S.C. 1985, c.
C-44, as amended (the “CBCA");

CONSIDERING that the Application was duly notified/served to the service list in the
CCAA Proceedings;

FOR THE FOREGOING REASONS, THE COURT:

[1]
[2]

[3]

(4]

GRANTS the Application;

DECLARES that the Applicant has given sufficient prior notice of the
presentation of this Application to interested parties and that the time for
notification/service of the Application herein be and is hereby abridged;

DECLARES that the notification/service of the Application constitutes good and
sufficient notification/service on all interested parties;

DECLARES that, unless otherwise indicated, capitalized terms found herein shall
have the same meaning ascribed thereto in the Amended Plan of Compromise,
Arrangement and Reorganization dated March 9, 2017 and filed into the Court
record on March 9, 2017 (the “Plan”);

Notification and Meeting

[8]

DECLARES that the notification procedures in respect of the Affected Creditors
and the Debtor's shareholders set forth in the Meeting Procedure Order have
been duly followed and that there has been valid and sufficient notice of the
Creditors’ Meeting and notification/service, delivery and notice of the “Meeting
Materials” contemplated therein and that no further notice is or shall be required;
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Plan Sanction, Plan Implementation, Equity Restructuring, Releases and

Discharges

[6]

[7]

(8]

[

[10]

(1]

ORDERS and DECLARES that the Plan, including the compromises,
arrangements and reorganization set forth therein and the Equity Restructuring,
are hereby sanctioned and approved pursuant to Section 6 of the CCAA and
Section 191 of the CBCA and, as at the Plan Implementation Date, will be
effective and will enure to the benefit of and be binding upon the Debtor, the
Affected Creditors, the Existing Shareholders and all other Persons contemplated
by the Plan or this Order;

DECLARES that:

(a) the Plan has been approved by the Required Majorities of Affected
Creditors in conformity with the CCAA;

(b) the Debtor has complied with the provisions of the CCAA, the CBCA and
the Orders of the Court made in the CCAA Proceedings in all respects;

(c) the Court is satisfied that the Debtor and the Applicant have neither done
nor purported to do anything that is not authorized by the CCAA or the
CBCA; and

(d) the Plan and the transactions and reorganization contemplated thereby
are fair and reasonable.

DECLARES that the full and final release and discharge of the Affected Claims
will be effective and will enure to the benefit of and be binding upon the Debtor,
the Affected Creditors and all other Persons contemplated under the Plan upon
the Monitor’s issuance of the Certificate of Performance;

ORDERS that the Debtor, the Applicant and the Monitor are authorized to take all
steps and actions necessary to implement the Plan;

ORDERS and DECLARES that all Proven Claims determined in accordance with
the Claims Procedure Order and the Plan are final and binding on the Debtor and
all Affected Creditors;

ORDERS and DECLARES that, subject to Section 4.5 of the Plan, any Claims in
excess of each Affected Creditor's Affected Claim Amount for which a Proof of
Claim has not been filed by the Claims Bar Date shall be forever barred and
extinguished;



[12]

[13]

[14]

[15]

-4-

DECLARES that all distributions and payments by or at the direction of the
Monitor, in each case on behalf of the Debtor, under the Plan are for the account
of the Debtor and the fulfillment of its obligations under the Plan;

DECLARES that the Debtor, the Applicant and the Monitor may apply to the
Court for advice and direction in respect of any matters arising from or under the
Plan;

ORDERS and DECLARES that, subject to the performance by the Debtor of its
obligations under the Plan, all contracts, leases, agreements and arrangements
to which the Debtor is a party will be and remain in full force and effect,
unamended, as at the Plan Implementation Date, and no Person who is a party
to any such contract, lease, agreement or other arrangement may accelerate,
terminate, rescind, refuse to perform or otherwise repudiate its obligations
thereunder, or enforce or exercise any right (including any right of dilution or
other remedy) or make any demand under or in respect of any such contract,
lease, agreement or other arrangement and no automatic termination will have
any validity or effect, by reason of:

(a)  any event that occurred on or prior to the Plan Implementation Date and is
not continuing that would have entitled such Person to enforce those rights
or remedies (including defaults, events of default, or termination events
arising as a result of the insolvency of the Debtor);

(b)  the insolvency of the Debtor or the fact that the Debtor sought or obtained
relief under the CCAA; or

(c)  any compromises or arrangements effected pursuant to the Plan or any
action taken or transaction effected pursuant to the Plan.

ORDERS that, subject always to any exceptions set forth in Section 6.4 of the
Plan, upon the Monitor’s issuance and filing with the Court of the Certificate of
Implementation on or before the Plan Implementation Date, each of the First
Released Parties shall be released and discharged from any and all demands,
claims, actions, causes of action, counterclaims, suits, debts, sums of money,
accounts, covenants, damages, judgments, expenses, executions, liens and
other recoveries on account of any liability, obligation, demand or cause of action
of whatever nature which any Person may be entitled to assert whether known or
unknown, matured or unmatured, foreseen or unforeseen, existing or hereafter
arising, based in whole or in part on any act or omission, transaction, duty,
responsibility, indebtedness, liability, obligation, dealing or other occurrence
existing or taking place on or prior to the Plan Implementation Date in any way
relating to, arising out of or in connection with the business and affairs of the
Debtor, the Plan and the CCAA Proceedings, and all claims arising out of such



[16]

[17]

[18]

[19]

[20]

5.

actions or omissions shall be forever waived and released, all to the full extent
permitted by law and ORDERS that, upon the implementation of the Plan on the
Plan Implementation Date, the commencement or prosecution, whether directly,
derivatively or otherwise, of any of the above claims or matters against the First
Released Parties is hereby enjoined;

ORDERS that, subject always to any exceptions set forth in Section 6.4 of the
Plan, upon the Monitor's issuance and filing with the Court of the Certificate of
Performance, each of the Second Released Parties shall be released and
discharged from any and all demands, claims, actions, causes of action,
counterclaims, suits, debts, sums of money, accounts, covenants, damages,
judgments, expenses, executions, liens and other recoveries on account of any
liability, obligation, demand or cause of action of whatever nature which any
Person (other than Edward Reichman but including any other Second Released
Party), whether known or unknown, matured or unmatured, foreseen or
unforeseen, existing or hereafter arising, based in whole or in part on any act or
omission, transaction, duty, responsibility, indebtedness, liability, obligation,
dealing or other occurrence existing or taking place on or prior to the Plan
Implementation Date in any way relating to, arising out of or in connection with
Claims, the business and affairs of the Debtor, the Plan and the CCAA
Proceedings, and all claims arising out of such actions or omissions shall be
forever waived and released (other than the right to enforce the Debtor's
obligations under the Plan or any related document), all to the full extent
permitted by law and ORDERS that, upon the Monitor's issuance and filing with
the Court of the Certificate of Performance, the commencement or prosecution,
whether directly, derivatively or otherwise, of any of the above claims or matters
against the Second Released Parties is hereby enjoined;

ORDERS that the prosecution by or on behalf of any Person, whether directly,
derivatively or otherwise, of any claim, obligation, suit, judgment, damage,
demand, debt, right, cause of action, liability or interest released, discharged or
terminated pursuant to the Plan is hereby enjoined;

ORDERS that the commencement or prosecution, whether directly, derivatively
or otherwise, or any demands, claims, actions, causes of action, counterclaims,
suits or any indebtedness, liability, obligation or cause of action released and
discharged pursuant to the Plan are hereby enjoined;

DECLARES that the Plan and the Articles of Reorganization (copies of which are
annexed hereto as “Annex A”) are effective and binding upon all Affected
Creditors and Existing Shareholders and any other Persons affected by the Plan;

APPROVES the equity restructuring of Alliance Hanger Inc. pursuant to Section
191 of the CBCA as set out in the Articles of Reorganization;
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[21] ORDERS the implementation of the Equity Restructuring, in general, and the
Debtor’'s signature, execution and delivery to the “Director” (as defined in the
CBCA) of the Articles of Reorganization, in particular;

[22]

[23]

[24]

ORDERS:

(a)

(b)

(c)

(d)

(e)

U

(9)

the creation and authorization of the New Common Shares and New
Redeemable Shares;

the conversion of each and every one of the Existing Common Shares and
the Existing Preferred Shares into New Redeemable Shares (on a one
share-to-one share basis);

the cancellation for all purposes of any and all existing options, warrants,
pre-emptive rights or any other entitlements or rights to acquire shares in
the Debtor’s capital stock;

the replacement of all Existing Directors with the directors specified in the
Articles of Reorganization;

the cancellation and termination for all purposes of any and all
agreements in respect of the Debtor (i) as envisaged by Section 146
CBCA or (ii) which otherwise established governance rules for the Debtor
as well as for the Existing Shareholders and/or the Existing Directors in
respect of the Debtor;

such other amendments to and/or restating of the Existing Articles as set
forth in the Articles of Reorganization; and

the subscriptions for and purchases, issuance and allotment of the
Available New Shares as set forth in Sections 8.3 and 8.4 of the Plan.

DECLARES that the stay of proceedings set forth and ordered in the Initial Order
in respect of the Debtor, the Directors and all other “Stayed Parties” (as defined
in the Initial Order) and thereafter extended by the Meeting Procedure Order shall
be unaffected by this Order and remain in full force and effect up to and including
such date ordered by the Court;

ORDERS and DECLARES that either Mark Schneiderman or Jean-Luc Lavergne,
acting alone, is hereby authorized to do all things and sign and execute all
documents (in place of the Existing Directors) in order to fully implement and
effect the Equity Restructuring;



General Provisions

[25]

[26]

[27]

[28]
[29]

ORDERS that all Orders in the CCAA Proceedings shall continue in full force and
effect in accordance with their respective terms, except to the extent that such
Orders are varied by, or inconsistent with, this Sanction Order or the Plan;

DECLARES that this Order shall have full force and effect in all provinces and
territories in Canada,;

REQUESTS the aid and recognition of any Court or administrative body in any
Province of Canada and any Canadian federal court or administrative body and
any federal or state court or administrative body in the United States of America
and any court or administrative body elsewhere, to act in aid of and to be
complementary to this Court in carrying out the terms of this Order;

ORDERS the provisional execution of this Order notwithstanding any appeal;
THE WHOLE without costs.

MONTREAL, April 11, 2017

The Honourable Martin Castonguay, J.S.C.



ANNEX A
TO ORDER FOR THE SANCTION OF THE AMENDED PLAN OF COMPROMISE,
ARRANGEMENT AND REORGANIZATION AND OTHER RELATED ORDERS

Articles of Reorganization
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1 - Corporate name

ALLIANCE HANGER INC.

2 - Corporation number

861979 E

3 - In accordance with the court order for reorganization, the articles of incorporation are amendsd as follows:

See SCHEDULES I and II, annexed hereto, forming part hereof.

4 « Declaration
| hereby certify that | am a director or an authorized officer of the corporation.
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3.1

3.2

3.3

3.4

SCHEDULE |

to the Articles of Reorganization (the “Articles of Reorganization”)
of
Alliance Hanger Inc. (the “Corporation”)

Schedule A to the Corporation’s existing Articles of Incorporation, as amended
(the “Articles”) is hereby amended in order to create and authorize two (2) new
additional classes of shares, namely the “New Common Shares” (the “New
Common Shares”) and the “New Redeemable Shares” (the “New Redeemable
Shares”) both as described in Schedule Il to the Corporation’s Articles of
Reorganization, each having the rights, privileges, restrictions and attributes as
set forth in Schedule 1l to the Corporation's Articles of Reorganization.

Each and every one of the Corporation’s issued and outstanding:
3.2.1 Class “A” Common Shares;

3.2.2 Class “F” Preferred Shares; and

3.2.3 Shares of any class or category whatsoever other than those described in
paragraphs 3.2.1 and 3.2.2 above,

(collectively the “Converted Shares”) are hereby converted and deemed
converted, on a one share-to-one share basis, into New Redeemable Shares
such that, effective immediately, each and every holder of Converted Shares
shall, henceforth, hold and own no Converted Shares whatsoever but, rather,
shall hold and own a number of New Redeemable Shares equal to the number of

Converted Shares of such holder.

All outstanding options, warrants, pre-emptive rights or any other entitlements
and/or rights to acquire any shares or securities of any class or category
whatsoever in the Corporation’s capital stock are hereby cancelled for all

purposes.

All of the Corporation’s existing directors are hereby removed as directors of the
Corporation and are hereby replaced by Jean-Luc Lavergne and Mark
Schneiderman, who shall be the Corporation’s sole directors unless and until
replaced by the holders of shares in the Corporation’s capital stock entitled to

vote thereon.



SCHEDULE 1l

to the Articles of Reorganization (the “Articles of Reorganization”)
of
Alliance Hanger Inc. (the “Corporation”)

In addition to the nine (9) classes of shares described in Schedule A to the
Corporation’s Articles of Incorporation as amended, the Corporation is authorized to
issue an unlimited number of new additional New Common Shares and New
Redeemable Shares, having the following rights, privileges, restrictions and conditions:

1.

New Common Shares
1.1 The holders of the New Common Shares shall:

1.1.1. be entitled to vote at all meetings of shareholders except
meetings at which only holders of the specified class of shares,
other than the New Common Shares, are entitled to vote; and

1.1.2. subject only to the rights of any holders of Class “C”
Preferred Shares, Class “D" Preferred Shares, Class “E” Preferred
Shares, Class “G" Preferred Shares, Class “H” Preferred Shares
and Class “I" Preferred Shares, share in the property, profits and
surplus assets of the Corporation and receive the remaining
property of the Corporation upon its dissolution; and

New Redeemable Shares

2.1 The holders of the New Redeemable Shares shall:

2.1.1 not, except as otherwise specifically provided by the Canada
Business Corporations Act, be entitled to vote at any meetings of
shareholders or otherwise carry out any right to vote;

2.1.2 not, under any circumstances, share in any of the property, profits
and surplus assets of the Corporation or receive any of the
remaining property of the Corporation upon its dissolution; and

2.1.3 not be redeemable or retractable at the option of the holders
thereof;



2.2

Notwithstanding the consideration for which any New Redeemable Shares
have been issued (or for which their predecessor shares have been
issued), the New Redeemable Shares shall be redeemable, at any time
whatsoever at the Corporation’s sole option, at a redemption price equal
to one hundredth of one cent ($0.0001) for each of the New Redeemable
Shares so redeemed. The Corporation’s directors may redeem all or part
of the New Redeemable Shares, at any time at the option of the
Corporation’s directors upon notice of five (5) days and without the
consent of the holders thereof. If less than the whole amount of the
outstanding New Redeemable Shares are redeemed, the shares to be
redeemed shall be selected pro rata or by lot in such manner as the
Corporation’s directors may determine.



EXHIVBIT P.2

Amended Plan of Compromise, Arrangement and
Reorganization filed by ERA Goup Inc. in respect of
Alliance Hanger Inc. dated March 9, 2017
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1.1.

INTERPRETATION

Definitions

In this Plan, unless otherwise stated or the context otherwise requires:

“Administration Charge” has the meaning ascribed to such term in the Initial

Order;

“Administration Claim” means a claim or any other indebtedness or obligation
secured by the Administration Charge;

“Affected Claim Amounts” has the meaning set forth in the Claims Procedure
Order and “Affected Claim Amount’ means any of them;

“Affected Claims” means the following Claims totalling $3,900,000 owing by the
Debtor to the following Creditors (which are deemed Proven Claims hereunder),
none of whom are related to the Debtor within the meanings of Sections 2(2) and

22(3) CCAA, namely:

(i)

(ii)

(iii)

(iv)

v)

(vi)

$950,000 owing by the Debtor to the Applicant as a result of the “Asset
Purchase Agreement” executed between the Debtor and the Applicant on

January 1, 2014;

$950,000 owing by the Debtor to the Polinex as a result of the “Asset
Purchase Agreement” executed between the Debtor and the Polinex on

January 1, 2014;

an additional $100,000 owing by the Debtor to the Applicant as a result of
such amount having been loaned and advanced by the Applicant to the

Debtor;

an aggregate of $1,550,000 owing by the Debtor to Shapiro General
Partnership as a result of such aggregate amount having been loaned and
advanced by Shapiro General Partnership to the Debtor;

an aggregate of $100,000 owing by the Debtor to 3903460 Canada Inc. as
a result of such aggregate amount having been loaned and advanced by
3903460 Canada Inc. to the Debtor; and

an aggregate of $250,000 owing by the Debtor to 4511531 Canada inc. as
a resuit of such aggregate amount having been loaned and advanced by
4511531 Canada Inc. to the Debtor,



and any amounts in excess of the above which may become Proven Claims of
any of the above enumerated Persons, and “Affected Claim” means any of

them;

“Affected Creditor” means a Creditor holding an Affected Claim, but only to the
extent of its Affected Claim and “Affected Creditors” means all of them:;

“‘Affected Creditors Class” has the meaning set forth in Section 2.2 hereof;
“Aggregate Distribution” has the meaning set forth in Section 2.4 hereof;

‘Articles of Reorganization” means the “Articles of Reorganization” as
envisaged by s. 191 CBCA, giving effect to the Equity Restructuring, as annexed
hereto as Annex 1 forming part hereof, together with such further modifications
thereto as (i) the Company may make at any time prior to the Sanction Order or
(i) the Court may make in the Sanction Order or any other Order. The Articles of
Reorganization shall form part of the Equity Restructuring;

‘Available New Shares” has the meaning set forth in Section 8.3 hereof:

‘BIA" means the Bankruptcy and Insolvency Act, R.S.C., 1985, c. B-3, as
amended;

‘Business Day” means a day, other than a Saturday, a Sunday, or a "holiday"
(as defined in article 61 of the Interpretation Act, CQLR, ¢ I-16);

“CBCA" means the Canada Business Corporations Act, R.S.C. 1985, c. C-44, as
amended;

“CCAA" means the Companies’ Creditors Arrangement Act, R.S.C. 1985, ¢. C-
36, as amended;

“CCAA Charge(s)’ means the Administration Charge and the Interim Lender
Charge;

“CCAA Proceedings” means proceedings in respect of the Company before the
Court commenced, taken up and continued under the CCAA:

“Certificate of Implementation” has the meaning set forth in Section 9.3
hereof;

“Certificate of Performance” has the meaning set forth in Section 6.1 hereof:



“Certificate of Non-Implementation” has the meaning set forth in Section 9.4
hereof;

“Chair” means a representative of the Monitor, or any other individual designated
by the Monitor to preside as chairperson at the Creditors’ Meeting;

“Claim” means any right of any Person against the Company in connection with
any indebtedness, liability or obligation of any kind of the Company owed to such
Person and any interest, or penalties accrued thereon or costs payable in respect
thereof, whether liquidated, unliquidated, fixed, contingent, matured, unmatured,
disputed, undisputed, legal, equitable, unsecured, present, future, known or
unknown, by guarantee, surety or otherwise, and whether or not such right is
executory or anticipatory in nature, including the right or ability of any Person to
advance a claim for contribution or indemnity or otherwise with respect to any
matter, action, cause or chose in action, whether existing at present or
commenced in the future, which indebtedness, liability or obligation is based in
whole or in part on facts existing, or transactions which occurred, prior to the
Determination Date, or which would have been a claim provable in bankruptcy
had the Company become bankrupt on the Determination Date;

“Claims Bar Date” has the meaning as set forth in the Claims Procedure Order;

“Claims Procedure Order” means the “Claims Procedure Order” issued by the
Court on February 16, 2017, establishing, among other things, procedures for
proving Claims, as amended or supplemented from time to time by further

Order(s) of the Court;

“‘Company” or “Debtor” means Alliance Hanger Inc. (formerly “Polinex ERA
Inc.”);

“Court” means the Commercial Division of the Quebec Superior Court for the
District of Montreal, sitting as the “court” designated pursuant to the CCAA and

the CBCA;

“Creditor" means any Person having a Claim and may, where the context
requires, include the assignee thereof or a trustee, interim receiver, receiver,
receiver and manager, or other Person acting on behalf of such Person and
“Creditors” means all of them;

“‘Creditors’ Meeting” means the meeting of Affected Creditors to be convened
for the purposes of voting on the Plan, or any adjournment of such meeting;



“Crown” means the Majesty the Queen in right of Canada or any province or
territory thereof;

“Crown Priority Claims” means any Claims of the Crown of Canada as
described in Section 6(3) or Section 38(2) of the CCAA;

‘Defaulting Existing Shareholder(s)” has the meaning as set forth in
Section 8.3(a);

‘Determination Date” means February 16, 2017, being the date on which the
Company commenced the CCAA Proceedings;

‘Disallowed Claim” means any Claim of an Affected Creditor in excess of such
Affected Creditor's Affected Claim Amount, or that portion of such excess which
has been revised or disallowed by the Monitor pursuant to the Claims Procedure
Order or any other Order in respect of which an appeal by the Creditor has been
dismissed or all appeal periods, if any, have expired;

‘Disputed Claim” means any Claim of an Affected Creditor in excess of such
Affected Creditor's Affected Claim Amount or that portion of such excess that is
the object of a Notice of Revision or Disallowance and, in either case, has not
become a Proven Claim or a Disallowed Claim;

“Equity Restructuring” has the meaning set forth in Section 8.2 hereof;
“ERA” or the “Applicant” means ERA Group Inc.;

“Excluded Claim” means any right of any person against the Company in
connection with any indebtedness, liability or obligation of any kind which arose
with respect to transactions which occurred after the Determination Date and any
interest thereon, including the Administration Claim, the Interim Financing Claim
and any obligation of the Company towards Creditors who have supplied or shall
supply services, utilities, goods or materials or who have or shall have advanced
funds to the Company after the Determination Date, but only to the extent of their
claims in respect of the supply of such services, utilities, goods, materials or
funds after the Determination Date;

“Excluded Creditor” means a Person having a claim in respect of an Excluded
Claim but only in respect of such Excluded Claim;

“Existing Articles” means the Company'’s existing Articles of Incorporation and
all amendments thereto pursuant to the relevant provisions of the CBCA:



“Existing Directors” means all of the Company'’s present directors;

‘Existing Common Shareholders” means 9170-9402 Quebec Inc., 6187820
Canada Inc., Gestion Marc Tremblay Inc., Edward Reichman or any other
Persons who own and hold Existing Common Shares and “Existing Common
Shareholder” means any of them;

“Existing Common Shares” means all issued and outstanding Class “A”
Common Shares (as described in the Existing Articles) in the Company’s capital
stock including, without limitation, all Class “A” Common shares owned and held
by the Existing Common Shareholders;

“Existing Preferred Shareholders” means ERA, Polinex or any other Persons
who own and hold Existing Preferred Shares and “Existing Preferred

Shareholder” means any of them;

“Existing Preferred Shares” means all issued and outstanding (i) Class “F”
Preferred Shares (as described in the Existing Articles) in the Company’s capital
stock including, without limitation, all Class “F” Preferred Shares held and owned
by Polinex, ERA or any other Person, and (ii) all other shares (of any class or
category) other than the Existing Common Shares owned and held by any
Person whatsoever;

‘Existing Shares” means the Existihng Common Shares and the Existing
Preferred Shares;

‘Existing Shareholders” means the Existing Common Shareholders and the
Existing Preferred Shareholders and “Existing Shareholder’ means any of
them;

“First Released Parties” has the meaning as set forth in Section 6.2 hereof:

‘Governmental Authority” means any (i) multinational, national, provincial,
state, regional, municipal, local or other government, governmental or public
department, ministry, central bank, court, tribunal, arbitral body, commission,
board, official, minister, bureau or agency, domestic or foreign, (ii) subdivision,
agent, commission, board or authority of any of the foregoing; or (iii) quasi-
governmental or private body, including any tribunal, commission, regulatory
agency or self-regulatory organization, exercising any regulatory, expropriation or
taxing authority under, or for the account of, any of the foregoing;



“Initial Order” means the “Initial Order” issued by the Court on
February 16, 2017, as renewed and amended by the Court from time to time,

under the CCAA;

“Interim Financing Claim” means any and all obligations of the Company to the
Interim Lender pursuant to the Interim Financing Documents or the Initial Order
as of or after the Plan Implementation Date;

“Interim Financing Documents” means the “DIP Loan Term Sheet’ dated
February 10, 2017 by and among the Company and the Interim Lender (as
amended, modified, restated and/or supplemented from time to time) together
with any related collateral, loan or security documents executed in connection
therewith or which relate thereto;

“Interim Lender” has the definition of “DIP Lender” set forth in the Initial Order;

“Interim Lender Charge” has the definition of “DIP Lender Charge” set forth in
the Initial Order;

“Laws” means all laws, statutes, codes, ordinances, decrees, rules, regulations,
by-laws, judicial or arbitral or administrative or ministerial or departmental or
regulatory judgments, injunctions, orders or decisions of any Governmental
Authority, statutory body or self-regulatory authority, including general principles
of law having the force of law and the term “applicable” with respect to such
Laws and, in the context that refers to any Person, means such Laws as are
applicable to such Person or its business, undertaking, property or securities and
emanate from a Governmental Authority or self-regulatory authority having
jurisdiction over the Person or its business, undertaking, property or securities;

“Meeting Date” means the date fixed for the Creditors’ Meeting in accordance
with the Meeting Procedure Order, or any subsequent Order, or any subsequent
date following any adjournment of that meeting, as the case may be;

‘Meeting Procedure Order” means the “Meeting Procedure Order” issued by
the Court in the CCAA Proceedings, as renewed and amended by the Court from
time to time, under the CCAA;

‘Monitor” means KPMG Inc., in its capacity as Monitor, as appointed by the
Court pursuant to the Initial Order;

“New Equity Investment” has the meaning as set forth in Section 8.3 hereof:



‘New Redeemable Shares” means a new single class of shares in the
Company’s capital stock to be created and authorized by the Articles of

Reorganization which:

. do not entitle the holders thereof to vote at any meetings of shareholders
of the Company;
. do not entitle the holders thereof to participate in any equity or property of

the Company;

. do not entitle the holders thereof to receive any portion whatsoever of the
Company’s remaining property upon the Company’s dissolution; and

. are redeemable by the Company at any time for the redemption price of
one-hundredth of one cent ($0.0001) for each New Redeemable Share
upon simple written notice by the Company to the holders thereof and
payment in full of such redemption price,

all in accordance with the provisions of the Articles of Reorganization;

“‘New Common Shares” means a new single class of shares in the Company's
capital stock to be created and authorized by the Articles of Reorganization,

which:

. entitle the holders thereof to vote at all meetings of shareholders of the
Company,
. entitle the holders thereof to fully participate in the Company’s equity and

property and to receive all of the remaining property of the Company upon
its dissolution,

all in accordance with the provisions of the Articles of Reorganization;

“‘Notice of Revision or Disallowance” has the meaning as set forth in the
Claims Procedure Order;

“‘Order” means any order of the Court in the CCAA Proceedings and includes the
Initial Order, the Claims Procedure Order and the Meeting Procedure Order;

“Original Currency” has the meaning as set forth in Section 7.7 hereof;

‘Payment Date” has the meaning as set forth in Section 2.4 hereof;



‘Person” means any individual, corporation, limited or unlimited liability
company, general or limited partnership, association, trust, trustee, executor,
administrator, legal personal representative, estate, unincorporated organization,
joint venture, governmental body or agency, or any other entity;

‘Plan” means the present “Amended Plan of Compromise, Arrangement and
Reorganization” of the Company pursuant to the provisions of the CCAA, as may
be amended, varied or supplemented by the Company from time to time in
accordance with the provisions hereof;

“Plan Implementation Conditions” has the meaning set forth in Section 9.1
hereof;

“Plan Implementation Date” means the date, on or prior to the Plan
Implementation Deadline, upon which all of the Plan Implementation Conditions
have occurred or have been waived;

‘Plan Implementation Deadline” means 5:00 P.M. (Montreal time) on the 30t
day following the date on which the Plan is approved by Resolution enacted by
the Required Majorities or such later date (i) as may be agreed to in writing by
the Applicant and the Monitor, or (ii) as may be ordered by the Court;

“Plan Sponsors” means 9170-9402 Québec Inc. and 6187820 Canada Inc.;

“Polinex” means Polinex Plastics Inc. and Raymond Chabot Inc., in its capacity
as trustee to its bankruptcy;

“Proof of Claim" has the meaning set forth in the Claims Procedure Order;

“Proportion” for each of the respective Existing Shareholders means:

. 9170-9402 Quebec Inc. 23.7%
. 6187820 Canada Inc. 23.7%
. Edward Reichman 18.3%
. ERA 13.5%
J Polinex 13.5%
J Gestion Marc Tremblay Inc. 7.3%,

and “Proportions” means all of them;



“Proven Claim” means, in respect of each Affected Creditor:

(i) the amount of such Affected Creditor's Affected Claim Amount, without
any necessity of such Affected Creditor to file a Proof of Claim in respect
of such Affected Claim Amount; and

(ii) the amount of any Claim of such Affected Creditor in excess of such
Affected Creditor's Affected Claim Amount forming the object of a Proof of
Claim as finally determined for distribution purposes in accordance with
the provisions of this Plan, the CCAA and the Claims Procedure Order,

and “Proven Claims” means all of them;
“Related Persons” has the meaning set forth in Section 4 of the BIA:

“Required Majorities” means the affirmative vote of a majority in number of the
Affected Creditors voting in the Affected Creditors Class, having Voting Claims
and voting on the Plan (in person or by proxy) at the Creditors’ Meeting and
representing not less than 66-2/3% in value of the Voting Claims of the Affected
Creditors voting (in person or by proxy) at the Creditors’ Meeting;

“‘Reserve(s)” means the reserve(s) to be established and maintained under this
Plan by the Monitor by holding, on account of Disputed Claims, an amount equal
to the aggregate amount that the holders of Disputed Claims would be entitled to
receive if all such Disputed Claims had been Proven Claims as of any Payment

Date;

‘Resolution” means, collectively, one or any of, the resolutions providing for the
approval of the Plan by the Affected Creditors:

“Sanction Date” means the date of the Sanction Order;
“Sanction Order” has the meaning set forth in Section 9.1(b) hereof:

“Second Released Party” and “Second Released Parties” have the meanings
as set forth in Section 6.3 hereof;

“Section 6(5) Claim” means any claim of an employee or former employee
described in Section 6(5) of the CCAA but only to the extent of such amounts as
required to be paid under the CCAA;

“Section 19(2) Claims” means any claim described in Section 19(2) of the
CCAA;
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“Subscription Letter"” means the “Subscription Letter” offering to subscribe for
and purchase New Common Shares in form and substance as annexed hereto
as Annex 2 forming part hereof;

“Taxes” means all federal, state, provincial, territorial, county, municipal, local or
foreign taxes, duties, imposts, levies, assessments, tariffs and other charges
imposed, assessed or collected by a Governmental Authority, including (i) any
gross income, net income, gross receipts, business, royalty, capital, capital
gains, goods and services, value added, severance, stamp, franchise,
occupation, premium, capital stock, sales and use, real property, land transfer,
personal property, ad valorem, transfer, licence, profits, windfall profits,
environmental, payroll, employment, employer health, pension plan, anti-
dumping, countervail, excise, severance, stamp, occupation, or premium tax, (ii)
all withholdings on amounts paid to or by the relevant Person, (iii) all
employment insurance premiums, Canada, Quebec and any other pension plan
contributions or premiums, (iv) any fine, penalty, interest, or addition to tax, (v)
any tax imposed, assessed, or collected or payable pursuant to any tax-sharing
agreement or any other contract relating to the sharing or payment of any such
tax, levy, assessment, tariff, duty, deficiency, or fee, and (vi) any liability for any
of the foregoing as a transferee, successor, guarantor, or by contract or by
operation of law;

“Unaffected Claim(s)’ means any right of any Person in connection with any
indebtedness, liability or obligation of any kind of the type described in
Section 2.3 hereof. For greater certainty, the Unaffected Claims include the
Excluded Claims;

“Unaffected Creditor" means a Person having a Claim in respect of an
Unaffected Claim, but only in respect of such Unaffected Claim, and for greater
certainty, includes an Excluded Creditor;

“Voting Claim” means, in respect of each Affected Creditor:

(i) the amount of such Affected Creditor's Affected Claim Amount, without
any necessity of such Affected Creditor to file a Proof of Claim in respect
of such Affected Claim Amount; and

(i)  any Claim of such Affected Creditor in excess of such Affected Creditor's
Affected Claim Amount forming the object of a Proof of Claim which has
been accepted for voting purposes in accordance with the provisions of
this Plan, the Claims Procedure Order and the CCAA,
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and “Voting Claims” means all of them;

Interpretation

For purposes of this Plan:

(a) any reference in this Plan to a contract, instrument, release, indenture,
agreement or other document being in a particular form or on particular
terms and conditions means that such document shall be substantially in
such form or substantially on such terms and conditions;

(b) any reference in this Plan to an existing document or exhibit filed or to be
filed means such document or exhibit as it may have been or may be
amended, modified or supplemented;

(c) all references to currency and to “$”, “C$" or “Dollars” are to Canadian
dollars except as otherwise indicated;

(d) all references in this Plan to Sections are references to Sections of this
Plan;

(e) unless otherwise specified, the words “hereof”, “herein” and “hereto” refer
to this Plan in its entirety rather than to any particular portion of this Plan;

f the division of this Plan into Sections and paragraphs and the insertion of
captions and headings to Sections and paragraphs are for convenience of
reference only and are not intended to affect the interpretation of, or to be

part of this Plan;

(9) where the context requires, a word or words importing the singular shall
include the plural and vice versa and a word or words importing one

gender shall include all genders;
(h)  the words “includes” and “including” are not limiting; and

(i) the word “or” is not exclusive.

Date For Any Action

In the event that any date (including any Payment Date) on which any action
(including any payment) is required to be taken under this Plan by any of the
parties is not a Business Day, that action (including any payment) shall be
required to be taken on the next succeeding day which is a Business Day.
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Statutory References

Any reference in this Plan to a statute includes all regulations made thereunder
and all amendments to such statute or regulations in force, from time to time, or
any statute or regulations that supplement or supersede such statute or

regulations.

COMPROMISE AND ARRANGEMENT

Purpose of this Plan

The purpose of this Plan is to:

(a)  provide for the full and final settlement of all Affected Claims; and

(b) implement the Equity Restructuring.

This Plan shall be binding upon and enure to the benefit of the Company, the
Affected Creditors, the Existing Shareholders, the Existing Preferred
Shareholders, the Existing Directors, the First Released Parties, the Second
Released Parties or any trustee, agent, representative or any other Person acting
on any of their behalves.

Persons Affected by this Plan

This Plan shall affect the following Persons, namely:

(a) in respect of the full and final settlement of all Affected Claims, this Plan
shall affect all of the Affected Creditors, all of which Affected Creditors
shall be in one class of creditors (the "Affected Creditors Class”) for the
purpose of voting on and receiving distributions pursuant to this Plan. As
opposed to the Company’s other ordinary creditors, the Affected Creditors,
forming part of the Affected Creditors Class, are all either shareholders of
the Company or Related Persons to some of the shareholders of the
Company. For greater certainty, none of the Affected Creditors are
Related Persons to the Company;

(b) in respect of the Equity Restructuring, this Plan shall affect the Existing
Shareholders and the Existing Directors.

Unaffected Claims

This Plan does not affect any Claims whatsoever other than the Affected Claims,
all of which other Claims (collectively, the “Unaffected Claims”), shall not be
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settled, compromised, released or affected, in any manner whatsoever, by this
Plan. For greater certainty, Unaffected Claims include:

(a) the Excluded Claims;

(b)  the Administration Claim;
(c) the Interim Financing Claim;
(d)  Crown Priority Claims;

(e) Section 6(5) Claims;

(f) Section 19(2) Claims;

(g) any Claims owed to the Toronto-Dominion Bank, Roynat Inc. or Business
Development Bank of Canada;

(h) any Claims owed to any Creditors whatsoever (including, without
limitation, landlords, equipment lessors, trade creditors, employees or the
Crown) other than Affected Claims; and

(i) any Claims other than the Affected Claims owed to any of the Affected
Creditors.

Treatment of Affected Claims

No later than 25 days following the Sanction Date (“Payment Date"), the
aggregate sum of $10,000 (the "Aggregate Distribution”), without any interest
whatsoever thereon, shall be paid by the Company to the Monitor and shall
thereafter be distributed by the Monitor to the Affected Creditors, according to the
amount of their respective Proven Claims. The Payment Date may be extended
by the Company with the consent of the Monitor, by an additional period not

exceeding 60 days.

Settlement of Affected Claims

The payment of the entire Aggregate Distribution to the Monitor as set forth in
Section 2.4 hereof shall constitute a full and final payment, reduction, settlement
and transaction (as envisaged by the relevant provisions of the Civil Code of
Quebec) of all of the Affected Claims of all of the Affected Creditors and engage
the releases and other provisions set forth in this Plan.
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No Acknowledgment or Admission

Nothing contained in this Plan shall constitute, under any circumstances
whatsoever, an acknowledgment or admission by the Company as to the
existence or validity of any Claims.

TREATMENT OF OTHER CLAIMS AND MATTERS

Treatment of the Interim Financing Claim

On the earlier of:

(a) the date on which the Interim Financing Claim becomes payable pursuant
to the provisions of the Interim Financing Documents; or

(b) the Business Day following the Company'’s receipt of the full New Equity
Investment,

the Interim Lender shall receive full payment of any remaining Interim Financing
Claim.

Treatment of Excluded Claims and Unaffected Claims

All Excluded Claims (other than the Administration Claim and the Interim
Financing Claim) and all Unaffected Claims will remain in full force and effect in
accordance with their terms after the Plan Implementation Date, and will have
been or will be paid in full by the Company in the normal course of its business
as and when they become due.

Treatment of Administration Claims

All Administration Claims, if any, will have been paid or will be paid in full by the
Company as and when they become due, and any remaining balance will be
settled as soon as practicable after the Plan Implementation Date.

Treatment of Certain Crown Priority Claims

All Crown Priority Claims described in Section 6(3) of the CCAA, if any, will be
paid in full by the Company within 6 months immediately following the Sanction
Date.
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Treatment of Section 6(5) Claims

All Section 6(5) Claims, if any, will have been paid or will be paid in such
amounts as required under the CCAA immediately after the Sanction Date.

Treatment of Section 19(2) Claims

All Section 19(2) Claims, if any, will have been paid or will be paid by the
Company as and when they become due, unaffected by this Plan.

VALUATION OF CLAIMS, CREDITORS’ MEETING AND RELATED MATTERS

Conversion of Affected Claims into Canadian Currency

For the purposes of determining the value of Affected Claims denominated in
currencies other than Canadian dollars for voting purposes, such Affected Claims
shall be converted by the Monitor to Canadian dollars at the Bank of Canada
noon spot rate of exchange for exchanging currency to Canadian dollars on the
Determination Date.

Affected Claims

Affected Creditors having Voting Claims shall be entitled to vote such Voting
Claims in respect of the Plan. Affected Creditors having Proven Claims shall be
entitled to receive distributions under the Plan in respect of such Proven Claims.

Creditors’ Meeting

The Creditors’ Meeting shall be held in accordance with this Plan, the Meeting
Procedure Order, and any further Order which may be made from time to time for
the purposes of considering and voting on the Resolution or other matters to be

considered at the Creditors’ Meeting.

Approval by Affected Creditors

The Company will seek approval of the Plan by the affirmative vote of the
Required Majorities. The Resolution to be voted on at the Creditors’ Meeting will
be decided by the Required Majorities on a vote as set forth in the Meeting
Procedure Order. The result of any vote will be binding on all Affected Creditors,
whether or not any such Affected Creditor is present and voting (in person or by
proxy) at the Creditors’ Meeting.
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Amendment of Proofs of Claim

Any Affected Creditor who filed its Proof of Claim for amounts in excess of its
Affected Claim Amount prior to the Claims Bar Date or who has been permitted
to file a late claim for amounts in excess of its Affected Claim Amount pursuant to
an Order, shall be entitled to amend such Proof of Claim for such excess amount
in order for such Proof of Claim for such excess amount to conform to the
provisions of this Plan. For greater certainty, the foregoing shall not affect the
Affected Claim Amount of any Affected Creditors (deemed admitted as a Proven
Claim and a Voting Claim pursuant to the Claims Process Order and the Plan).

Claims Bar Date

Subject to the provisions of Section 4.5 hereof, if an Affected Creditor holding a
Claim in excess of such Affected Creditor's Affected Claim Amount has failed to
file a Proof of Claim for such excess amount prior to the Claims Bar Date and
has not been permitted to file a late Claim pursuant to an Order, that Affected
Creditor, in respect only of its Claim in excess of its Affected Claim Amount, shall
be barred from voting such excess Claim at the Creditors' Meeting, shall have no
right to receive any distributions in respect thereof, shall be deemed to have
released the Company in respect of such excess Claim and Sections 6.2
and 6.3 of this Plan shall apply thereto. Notwithstanding the foregoing, each
Affected Creditor in accordance with the Claims Procedure Order is deemed, for
all purposes of the Plan, to have both a Voting Claim and a Proven Claim in the
amount of each such Affected Creditor's Affected Claim Amount as defined and
set forth in the Claims Procedure Order).

PROCEDURE FOR RESOLVING DISTRIBUTIONS [N RESPECT OF
DISPUTED CLAIMS

No Distributions Pending Allowance

Notwithstanding any other provision of this Plan, no distributions of the
Aggregate Distribution hereunder shall be made by the Monitor with respect to a
Disputed Claim unless and until it has become a Proven Claim. Disputed Claims
shall be dealt with in accordance with the Claims Procedure Order and this Plan.

Distribution From Reserve Once Disputed Claims Resolved

The Monitor shall make allocations from the Reserve to holders of Disputed
Claims following the Payment Date in accordance with this Plan. To the extent
that Disputed Claims become Proven Claims after the Payment Date, the Monitor



6.1.

6.2.

17

shall, from time to time at its sole discretion, distribute from the Reserve to the
holders of such Proven Claims, the amount which they would have been entitled
to receive in respect of such Proven Claims had such Claims been Proven
Claims on any relevant Payment Date. To the extent that any Disputed Claim or
a portion thereof has become a Disallowed Claim, then the Monitor shall, at any
time which it deems appropriate in the circumstances, distribute, to the holders of
Proven Claims, their pro rata share from the Reserve of such additional amount
kept in the Reserve on account of any such Disallowed Claim.

EFFECT OF THE PLAN AND RELEASES

Effect of the Plan

Upon:

(a) the Aggregate Distribution being fully remitted to the Monitor, all Affected
Claims shall be deemed to be fully and finally settled, compromised,
released and transacted (as envisaged by the relevant provisions of the
Civil Code of Quebec), subject only to an Affected Creditor's right to
receive distributions under this Plan; and

(b)  the Monitor's reception of the full New Equity Investment and Subscription
Letters for all of the New Common Shares, the Equity Restructuring shalil
be deemed to have fully and finally occurred and be binding upon all
Persons including, without limitation, the Existing Shareholders and the

Existing Directors,

the Monitor shall issue and file with the Court a certificate to such effect (the
“Certificate of Performance”).

Releases upon Implementation

Upon the implementation of this Plan on the Plan Implementation Date, each of:
(a) the Monitor and its legal counsel in the CCAA Proceedings;

(b) the Applicant and its legal counsel in the CCAA Proceedings; and

(c)  the Interim Lender and its legal counsel,

(collectively the “First Released Parties”) shall be released and discharged from
any and all demands, claims, actions, causes of action, counterclaims, suits,
debts, sums of money, accounts, covenants, damages, judgments, expenses,
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executions, liens and other recoveries on account of any liability, obligation,
demand or cause of action of whatever nature which any Person may be entitled
to assert whether known or unknown, matured or unmatured, foreseen or
unforeseen, existing or hereafter arising, based in whole or in part on any act or
omission, transaction, duty, responsibility, indebtedness, liability, obligation,
dealing or other occurrence existing or taking place on or prior to the Plan
Implementation Date in any way relating to, arising out of or in connection with
the business and affairs of the Company, this Plan and the CCAA Proceedings,
and all claims arising out of such actions or omissions shall be forever waived
and released, all to the full extent permitted by law.

Releases after Performance

Upon the Monitor's issuance and filing with the Court of the Certificate of
Performance, each of;

(a) the Company;

(b)  all Existing Shareholders who have subscribed for and purchased New
Common Shares and all Related Persons to any of them; and

(c) the Interim Lender and all Related Persons to any of them,

(each a “Second Released Party” and collectively the “Second Released
Parties”) shall be released and discharged from any and all demands, claims,
actions, causes of action, counterclaims, suits, debts, sums of money, accounts,
covenants, damages, judgments, expenses, executions, liens and other
recoveries on account of any liability, obligation, demand or cause of action of
whatever nature which any Person (other than Edward Reichman but including
any other Second Released Party), whether known or unknown, matured or
unmatured, foreseen or unforeseen, existing or hereafter arising, based in whole
or in part on any act or omission, transaction, duty, responsibility, indebtedness,
liability, obligation, dealing or other occurrence existing or taking place on or prior
to the Plan Implementation Date in any way relating to, arising out of or in
connection with Claims, the business and affairs of the Company, this Plan and
the CCAA Proceedings, and all claims arising out of such actions or omissions
shall be forever waived and released (other than the right to enforce the
Company's obligations under the Plan or any related document), all to the full
extent permitted by law.
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Exception to Releases

Nothing set forth in Sections 6.2 and 6.3 hereof shall:

(a) release or discharge the Company or_any other Person from an
Unaffected Claim;

(b) release or discharge the Company from or in respect of its obligations
under this Plan;

(c) release or discharge the Existing Directors with respect to matters set out
in Section 5.1 (2) of the CCAA,; or

(d) release or discharge any Person (whether or not an Existing Director,
officer or employee of the Company) other than the Company from any
obligations arising from any guarantee furnished by such Person fo and in
favour of any Affected Creditor or any Unaffected Creditor.

Set-Off Rights

Notwithstanding the releases set forth under the Plan, in general, and
Sections 6.1, 6.2 and 6.3 hereof, in particular, all Claims shall remain subject to
any rights of set-off that otherwise would be available to the Person against
whom a Claim is asserted.

Injunction Related to Releases

The Sanction Order will enjoin the prosecution by or on behalf of any Person,
whether directly, derivatively or otherwise, of any claim, obligation, suit,
judgment, damage, demand, debt, right, cause of action, liability or interest
released, discharged or terminated pursuant to this Plan.

Waiver of Defaults

From and after the Plan Implementation Date, all Persons shall be deemed to
have waived any and all defaults or occurrences of the Company then existing or
previously committed by the Company, caused by the Company or arising,
directly or indirectly, or non-compliance with any covenant, positive or negative
pledge, warranty, representation, term, provision, condition or obligation, express
or implied, in any contract, credit document, agreement for sale, lease or other
agreement, written or oral, and any and all amendments or supplements thereto,
existing between such Person and the Company arising from the Company's
insolvency, the Company's filing a notice of intention to make a proposal under
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the BIA, the filing by the Company under the CCAA or the transactions
contemplated by this Plan or otherwise, and any and all notices of default and
demands for payment under any instrument, including any guarantee arising
from such default, shall be deemed to have been rescinded.

Stay of Proceedings

The stay of proceedings set forth and ordered in the Initial Order (except to the
extent modified by any other Order) in respect of the Company, the Directors and
all other “Stayed Parties” (as defined in the Initial Order) shall be and remain in
full force and effect up until and including such date as may have been or be
ordered by the Court, and the Affected Creditors hereby consent to the Court's
issuance of an Order to such effect.

PROVISIONS GOVERNING DISTRIBUTIONS

Partial Distributions for Claims Allowed

Except as otherwise provided herein or as ordered by the Court, distributions of
the Aggregate Distribution shall be made by the Monitor at the time and in the
manner deemed reasonable by the Monitor, and partial distributions may be
made prior to receipt of the full amount of the Aggregate Distribution. In such a
case, all such partial payments shall represent the pro rata amount of the
distribution to which the holders of a Proven Claim would otherwise be entitled to

receive.

Currency to be used for the Distribution

For the purposes of determining any Claims denominated in currencies other
than Canadian Dollars for distribution purposes, such Claims shall be converted
by the Monitor to Canadian dollars at the Bank of Canada noon spot rate of
exchange for exchanging currency to Canadian dollars on the Determination

Date.

Assignment of Claims

For purposes of determining entitiement to receive a distribution pursuant to this
Plan, the Company and the Monitor and each of their respective agents,
successors and assigns shall have no obligation to recognize any transfer of
Claims except as provided for under the Claims Procedure Order or the Meeting
Procedure Order.
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Interest on Affected Claims

Except as specifically provided in the Plan or the Sanction Order, interest shall
not be treated as accruing on account of any Affected Claims for purposes of
determining the allowance and distribution of such Affected Claim.

Distributions by Monitor

The Monitor shall make all distributions required under this Plan in accordance
with the provisions of this Plan, in general, and the provisions of Section 5 and
Section 7 hereof, in particular.

Delivery of Distributions

(a)  Subject to Section 7.3 hereof, distributions shall be made by the Monitor
(i) at the last known addresses of the Affected Creditors or at addresses
set forth on the Proof of Claim filed by the Affected Creditors, or (ii) at the
addresses set forth in any written notice of address change delivered by
any Affected Creditor to the Monitor;

(b) If any distribution to an Affected Creditor is returned as undeliverable, no
further distributions to such Affected Creditor shall be made unless and
until the Monitor is notified of the then-current address of such Affected
Creditor, at which time all missed distributions shall be made to such
Affected Creditor without interest. The Company shall make reasonable
efforts to locate Affected Creditors for which distributions were
undeliverable. Any claim for undeliverable distributions must be made on
or before the later to occur of (i) 3 months after the Payment Date, or (ii) 3
months after such Affected Creditor's Affected Claim becomes a Proven
Claim, after which date all unclaimed property shall revert to the Company
free of any restrictions or claims thereon and the claim of any Affected
Creditor with respect to such property shall be discharged and forever
barred, notwithstanding any applicable Laws to the contrary.

No Double Recovery

The aggregate recovery on account of any Proven Claim from all sources,
regardless of whether on account of a theory of primary or secondary liability, by
reason of guarantee, surety, indemnity, joint and several obligation or otherwise,
shall not exceed (i) 100% of the underlying indebtedness, liability or obligation
giving rise to such Affected Claim or, (ii) where the underlying indebtedness,
liability or obligation giving rise to such Affected Claim is denominated in a
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currency (the “Original Currency”) other than Canadian dollars, 100% of such
underlying indebtedness, liability or obligation after conversion of the value of the
distributions received in Canadian dollars back to the Original Currency at the
Bank of Canada noon spot rate of exchange for exchanging Canadian dollars to
the Original Currency on the Determination Date.

Withholding Requirements

In connection with the Plan, any distribution made hereunder by the Monitor shall
be made net of all applicable Taxes. Notwithstanding any other provision of the
Plan, each Affected Creditor that is to receive a distribution pursuant to the Plan
shall have sole and exclusive responsibility for the satisfaction and payment of
any Taxes imposed by any Governmental Authority (including income,
withholding and other Taxes on account of such distribution). The Monitor, as
necessary, shall be authorized to take any and all actions as may be necessary
or appropriate to comply with such withholding and reporting requirements. Al
amounts withheld on account of Taxes shall be treated for all purposes as having
been paid to the Affected Creditor in respect of which such withholding was
made, provided such withheld amounts are remitted to the appropriate
Governmental Authority.

EQUITY RESTRUCTURING

Need for the New Equity Investment

The Company is insolvent and, as a consequence thereof, has sought the
application of the relevant provisions of the CCAA. The Company has no
shareholders’ equity and, as a consequence, the Existing Shares have no value.
At the present time, the Existing Shareholders have no effective economic
interest in the Company. The only manner by which the Company can financially
survive, restructure and bring value to its Creditors and other stakeholders is for
the Company to receive the New Equity Investment.

Equity Restructuring

Once the Affected Creditors have approved this Plan by a Resolution of the
Required Majorities, the Applicant will present an application to the Court seeking
the Sanction Order, which Sanction Order will order, infer alia, all of the following

(collectively the “Equity Restructuring”), namely:

(a) the création and authorization of the New Common Shares and New
Redeemiable Shares;
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(b) the conversion of each and every one of the Existing Common Shares and
the Existing Preferred Shares into a New Redeemable Shares (on a one

share-to-one share basis);

(c) the cancellation for all purposes of any and all existing options, warrants,
pre-emptive rights or any other entitlements or rights to acquire shares in

the Company's capital stock;
(d) the replacement of all Existing Directors with new directors;

(e) the cancellation and termination for all purposes of any and all
agreements in respect of the Company (i) as envisaged by Section 146
CBCA or (ii) which otherwise established governance rules for the
Company as well as for the Existing Shareholders and/or the Existing

Directors in respect of the Company;

(f) such other amendments to and/or restating of the Existing Articles as set
forth in the Articles of Reorganization;

(g) the Company’'s signature and sending to the “Director” (as defined in the
CBCA) of the Articles of Reorganization; and

(h) the subscriptions for and purchases, issuance and allotment of the
Available New Shares as set forth in Sections 8.3 and 8.4 hereof.

Subscription for Available New Shares

Within 15 days following the Implementation Date, an aggregate $3.7 Million
equity investment (the “New Equity Investment”) shall be made in the Company
by some or all of the Existing Shareholders subscribing for and purchasing an
aggregate of 1,000 New Common Shares from the Company’s capital stock at
the issuance price of $3,700 per New Common Share (the “Available New
Shares”). In accordance with such subscriptions and purchases, such Available
New Shares (and fractions thereof, if applicable) shall be issued and allotted by
the Company to the subscribers therefor as fully paid and non-assessable New
Common Shares in the Company’s capital stock. Such New Equity Investment
and the Available New Shares’ subscription, purchase, issuance and allotment
shall be effected as set forth in Section 8.4 hereof and in the following manner,

namely:

(a)  within 10 days following the Implementation Date, each of the Existing
Shareholders will be entitled to subscribe for and purchase the full amount
(and not less than the full amount) of its/his Proportion of the Available
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New Shares. Any subscription by any Existing Shareholder(s) for less
than its/his full Proportion of the Available New Shares shall be considered
invalid and of no effect. Any Existing Shareholder(s) failing to effect such
full subscription and purchase within such 10-day delay shall be
“Defaulting Existing Shareholder(s)’; and

(b) within 5 days following the expiry of the 10-day delay set forth in
Section 8.3(a) above, the Plan Sponsors shall be entitled to subscribe for
and purchase all the Proportions of the Available New Shares of the
Defaulting Existing Shareholder(s);

Subscription Mechanics

The subscriptions for and purchases of Available New Shares contemplated by
Section 8.3 hereof will be made, within the delays set forth in Sections 8.3(a)
and 8.3(b) hereof, by the applicable Existing Shareholder's delivery to the
Monitor of:

(a) a Subscription Letter signed by the Existing Shareholder for the number of
Available New Shares in question; and

(b) payment to the Monitor (by way of certified cheque, bank draft or
electronic transfer of immediately available funds) of the full
subscription/purchase price for such Available New Shares, which the
Monitor shall thereafter immediately pay and remit to the Company.

Undertakings of Plan Sponsors

The Plan Sponsors (by their intervention into this Plan as hereafter provided),
hereby agree and undertake to:

(a) subscribe, pay for and purchase each of their respective Proportions of
the Available New Shares within the delay set forth in Section 8.3(a); and

(b) subscribe, pay for and purchase all the Proportions of the Available New
Shares of the Defaulting Existing Shareholder(s) within the delay set forth
in Section 8.3(b) hereof.

No Fees, etc. for Plan Sponsors

Other than any advantage accruing to them under Section 8.3(b) hereof, no
premium or fee shall be received by the Plan Sponsors pursuant to this Plan in
consideration of their agreement to act as Plan Sponsors hereunder.
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Equity Restructuring as a Condition Precedent

The implementation of the Equity Restructuring is and shall remain a condition
precedent to the performance of this Plan and any approval by the Affected
Creditors of this Plan pursuant to a Resolution shall include approval of the
Equity Restructuring. In the event that the Sanction Order does not order the
Equity Restructuring, then this Plan shall be deemed, for all purposes, to have
not been sanctioned pursuant to the relevant provisions of the CCAA.

IMPLEMENTATION OF THE PLAN

Conditions Precedent to Implementation of Plan

The implementation of this Plan by the Company is subject to the occurrence
and/or fulfillment of each of the following conditions precedent (the “Plan
Implementation Conditions”) on or prior to the Plan Implementation Deadline,
namely:

(a) this Plan shall have been approved by Resolution enacted by the
Required Majorities;

(b) an Order (the “Sanction Order”) sanctioning this Plan shall have been
issued, and shall either (A) order its provisional execution notwithstanding
appeal, or (B) not then be subject to any appeal therefrom, and the
operation and effect of such Sanction Order shall not have been stayed,
reversed or amended, and shall, among other things, declare and order
that:

(i) this Plan, including the compromises and arrangements set out
herein, and the Equity Restructuring, is sanctioned and approved
pursuant to Section 6 of the CCAA and Section 191 of the CBCA
and, as at the Plan Implementation Date, will be effective and will
enure to the benefit of and be binding upon the Company, the
Affected Creditors, the Existing Shareholders and all other Persons
contemplated by this Plan or the Sanction Order;

(ii)  (A) this Plan has been approved by the Required Majorities of
Affected Creditors of the Company in conformity with the CCAA;
(B) the Company has complied with the provisions of the CCAA,
the CBCA and the Orders of the Court made in the CCAA
Proceedings in all respects; (C) the Court is satisfied that the
Company has neither done nor purported to do anything that is not
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authorized by the CCAA or the CBCA; and (D) this Plan and the
transactions contemplated thereby are fair and reasonable;

the full and final release and discharge of the Affected Claims will
be effective and will enure to the benefit of and be binding upon the
Company, the Affected Creditors and all other Persons
contemplated under this Plan upon the issuance of the Certificate
of Performance;

the Company, the Applicant and the Monitor are authorized to take
all steps and actions necessary to implement this Plan;

all Proven Claims determined in accordance with the Claims
Procedure Order and this Plan are final and binding on the
Company and all Affected Creditors;

subject to Section 4.5 hereof, any Claims in excess of each
Affected Creditor's Affected Claim Amount for which a Proof of
Claim has not been filed by the Claims Bar Date shall be forever

barred and extinguished,;

all distributions and payments by or at the direction of the Monitor,
in each case on behalf of the Company, under the Plan are for the
account of the Company and the fulfiliment of its obligations under

the Plan;

the Company, the Applicant and the Monitor may apply to the Court
for advice and direction in respect of any matters arising from or

under the Plan;

subject to the performance by the Company of its obligations under
this Plan, all contracts, leases, agreements and arrangements to
which the Company is a party will be and remain in full force and
effect, unamended, as at the Plan Implementation Date, and no
Person who is a party to any such contract, lease, agreement or
other arrangement may accelerate, terminate, rescind, refuse to
perform or otherwise repudiate its obligations thereunder, or
enforce or exercise any right (including any right of dilution or other
remedy) or make any demand under or in respect of any such
contract, lease, agreement or other arrangement and no automatic
termination will have any validity or effect, by reason of:
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(A) any event that occurred on or prior to the Plan
Implementation Date and is not continuing that would have
entitled such Person to enforce those rights or remedies
(including defaults, events of default, or termination events
arising as a result of the insolvency of the Company);

(B) the insolvency of the Company or the fact that the Company
sought or obtained relief under the CCAA; or

(C) any compromises or arrangements effected pursuant to this
Plan or any action taken or transaction effected pursuant to
this Plan;

the releases set forth in Sections 6.2 and 6.3 hereof and the
injunction set forth in Section 6.6 hereof are implemented and in
effect;

the commencement or prosecution, whether directly, derivatively
or otherwise, or any demands, claims, actions, causes of action,
counterclaims, suits or any indebtedness, liability, obligation or
cause of action released and discharged pursuant to this Pian are
enjoined,;

the Equity Restructuring be fully implemented;

the stay of proceedings as set forth in Section 6.8 hereof is and
remains in full force and effect up until and including the Plan
Implementation Date; and

either Mark Schneiderman or Jean-Luc Lavergne, acting alone, is
authorized to do all things and sign and execute all documents (in
place of the Existing Directors) in order to fully implement and
effect the Equity Restructuring.

Waiver of Conditions

Each of the Plan Implementation Conditions enure solely to the Applicant's

benefit and,

except for each of the conditions set forth in Sections 9.1(a)

and 9.1(b)(i) hereof, may be waived in whole or in part either (i) solely by the
Applicant (and no other Person and without the consent of any other Person),
without any other notice to parties in interest or the Court and without a hearing,
or (ii) by the Court. The failure to satisfy or waive any of the Plan Implementation
Conditions prior to the Plan Implementation Date may be asserted by the
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Applicant regardless of the circumstances giving rise to the failure of such Plan
Implementation Conditions to be satisfied (including any action or inaction by the
Company). The failure of the Applicant to exercise any of the foregoing rights
shall not be deemed a waiver of any other rights, and each such right shall be
deemed an on-going right that may be asserted at any time.

Certificate of Implementation

Upon the occurrence andfor fulfilment of all of the Plan Implementation
Conditions (or waiver thereof, as the case may be) on or prior to the Plan
Implementation Deadline, the Monitor shall issue and file with the Court a
certificate to such effect (the “Certificate of Implementation”), whereupon the
Equity Restructuring shall become final and binding on the Company, the
Existing Shareholders, the Existing Directors and all Related Persons to any of

the Existing Shareholders.

Nullity of Plan

In the event that all of the Plan Implementation Conditions have not occurred
and/or been fulfilled (or waived, as the case may be) on or prior to the Plan
Implementation Deadline, the Monitor shall issue and file with the Court a
certificate to such effect (the “Certificate of Non-Implementation”). Upon the
issuance of such Certificate of Non-Implementation, (i) any settlement of the
Affected Claims shall automatically become null, void and of no effect
whatsoever and shall remain owing by the Company, (ii) neither the Company,
the Affected Creditors, the Monitor nor any other Person affected by this Plan
shall be bound, obliged or affected by any of the provisions of this Plan, and (iii)
the Equity Restructuring shall automatically become null, void and of no effect

whatsoever.
MISCELLANEOQUS

Paramountcy

From and after the Plan Implementation Date, any conflict between this Plan
and/or the covenants, warranties, representations, terms, conditions, provisions
or obligations, express or implied, of any contract, mortgage, security agreement,
and/or indenture, trust indenture, loan agreement, commitment letter, agreement
for sale, the by-laws of the Company, lease or other agreement, undertaking or
any other source of obligations, written or oral and any and all amendments or
supplements thereto existing between one or more of the Affected Creditors, the
Existing Common Shareholders or the Existing Preferred Shareholders and the
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Company as at the Plan Implementation Date will be deemed to be governed by
the terms, conditions and provisions of this Plan and the Sanction Order, which
shall take precedence and priority. For greater certainty, all Affected Creditors
and all Existing Shareholders shall be deemed irrevocably for all purposes to
consent to all transactions and matters contemplated in and by this Plan.

Modification of Plan

The Applicant:

(a)

(b)

in consultation with the Monitor and the Interim Lender, reserves the right
to file any modification of, or amendment or supplement to, this Plan by
way of supplementary plan or plans of reorganization, compromise or
arrangement (or any one or more thereof) at or before the Creditors’
Meeting, in which case any such supplementary plan or plans of
reorganization, compromise or arrangement (or an one or more thereof),
shall, for all purposes, be and be deemed to form part of and be
incorporated into this Plan. The Applicant shall file any supplementary
plans with the Court as soon as practicable. The Applicant shall give
notice to Affected Creditors of the details of any such modification,
amendment or supplement at the Creditors’ Meeting prior to the vote
being taken to approve this Plan. The Applicant may give notice of a
proposed modification, amendment or supplement to this Plan at or before
the Creditors’ Meeting by notice which shall be sufficient if given to those
Affected Creditors present at such meeting in person or by proxy; and/or

after the Creditors’ Meeting (and both prior to and subsequent to the
obtaining of the Sanction Order), the Applicant, in consultation with the
Monitor and, if prior to the Plan Implementation Date, the Interim Lender,
at any time and from time to time vary, amend, modify or supplement this
Plan, (except to reduce the amount of the Aggregate Distribution or the
New Equity Investment or extend any Payment Dates other than as
expressly provided herein), without the need for obtaining an Order of the
Court or providing notice to the Affected Creditors if the Monitor
determines that such variation, amendment, modification or supplement
would not be materially prejudicial to the interests of the Affected Creditors
under this Plan or the Sanction Order and is necessary in order to give
effect to the substance of this Plan or the Sanction Order. All of the
foregoing shall not require any further vote by or approval by the Affected
Creditors, the Existing Shareholders or any approval by the Existing
Shareholders or by the Court.
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Deeming Provisions

In this Plan, any deeming provisions are not rebuttable and are conclusive and
irrevocable.

Sections 38 and 95 to 101 BIA

Notwithstanding Section 36.1 of the CCAA, Section 38 and Sections 95 through
101 of the BIA shall not apply to this Plan. Accordingly, neither the Monitor, any
Creditor, nor any other Person shall be entitled to exercise any right, remedy or
recourse, or to commence any action, motion, application or any other
proceeding against any Creditor or any other Person in relation to the Company,
based on Section 38 and Sections 95 through 101 of the BIA.

Responsibilities of the Monitor

The Monitor is acting in its capacity as Monitor in the CCAA Proceedings with
respect to the Company and not in its personal or corporate capacity and will not
be responsible or liable for any responsibilities or obligations of the Company
under this Plan or otherwise, including with respect to the making of distributions
or the receipt of any distribution by any Creditor or any other Person pursuant to
the Plan. The Monitor will have the powers and protections granted to it by this
Plan, the CCAA, the Initial Order, the Claims Procedure Order, the Meeting
Procedure Order, the Sanction Order and any other Orders.

Liability Limitations

The Monitor, the Applicant and their respective legal counsel and other
professional advisors, shall not be liable to any Person for any act or omission in
connection with, or arising out of, the CCAA Proceedings, the Plan, the pursuit of
sanctioning of the Plan, the consummation and implementation of the Plan or the
administration of the Plan or the funds to be distributed under the Plan, except for
their own wilful misconduct or gross negligence.

Notices

(a) Any notices or communication to be made or given hereunder to the
Applicant or the Monitor shall be in writing and shall refer to this Plan and
may, subject as hereinafter provided, be made or given by personal
delivery, by courier, by prepaid mail, by fax or by e-mail, addressed to the
respective parties as follows:
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(i) if to the Applicant;

ERA GROUP INC.

c/o Tour de la Bourse

800 Place Victoria, Suite 440
Montreal, Quebec H4Z 1E8

Attention: Mark Schneiderman
E-Mail: mschneiderman@groupeshapiro.com
Fax: (514) 933-6679

with copy to:

KUGLER KANDESTIN LLP
1 Place Ville Marie, Suite 1170
Montreal, Quebec H3B 2A7

Attention: Gerald F. Kandestin, David Stolow & Jeremy Cuttler
E-Mails: gkandestin@kklex.com,

dstolow@kklex.com

jcuttler@kklex.com
Fax: (514) 875-8424

(ii)  if to the Monitor:

KPMG LLP

KPMG Tower

600 De Maisonneuve Blvd., West, Suite 1500
Montreal, Quebec H3A 0A3

Attention: Stéphane De Broux
E-Mail: sdebroux@kpmg.ca
Fax: (514) 840-2442

with copy to:

FISHMAN FLANZ MELAND PAQUIN, L.L.P.
1250 Rene-Levesque Bivd., West, Suite 4100
Montreal, Quebec H3B 4W8

Attention: Mark Meland
E-Mail: mmeland@ffmp.ca
Fax: (514) 932-4170
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or to such other address as any party may from time to time notify the
others in accordance with this Section 10.7. In the event of any strike,
lock-out or other event which interrupts postal service in any part of
Canada, all notices and communications during such interruption may only
be given or made by personal delivery, fax or e-mail and any notice or
other communication given or made by prepaid mail within the 5 Business
Day period immediately preceding the commencement of such
interruption, unless actually received, shall be deemed not to have been
given or made. All such notices and communications shall be deemed to
have been received, in the case of notice by delivery, fax or e-mail prior to
5:00 p.m. (local time) on a Business Day, when received or if received
after 5:00 p.m. (local time) on a Business Day or at any time on a non-
Business Day, on the next following Business Day and, in the case of
notice mailed as aforesaid, on the fourth Business Day following the date
on which such notice or other communication is mailed. The unintentional
failure by the Applicant or the Monitor to give any notice contemplated
hereunder to any particular Affected Creditor shall not invalidate this Plan
or any action taken by any Person pursuant to this Plan; and

Any notices or communication to be made or given hereunder by the
Monitor or the Applicant to an Affected Creditor may be sent by fax,
e-mail, ordinary mail, registered mail, courier or facsimile transmission to
the last known e-mail address, address or fax number of such Affected
Creditor, or in any written notice of address given to the Monitor. An
Affected Creditor shall be deemed to have received any document sent
pursuant to this Plan 4 Business Days after the document is sent by
ordinary or registered mail and on the Business Day immediately following
the day on which the document is sent by courier, fax or e-mail.

10.8. Severability of Plan Provisions

If, prior to the Sanction Date, any term or provision of this Plan is held by the
Court to be invalid, void or unenforceable, the Court, at the request of the
Applicant which request shall be made in consultation with the Monitor and the
Interim Lender (if any Interim Financing Claim then remains), shall have the
power to either:

(a)

sever such term or provision from the balance of this Plan and provide the
Applicant with the option to proceed with the implementation of the
balance of this Plan as of and with effect from the Plan Implementation

Date: or
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(b) alter and interpret such term or provision to make it valid and enforceable
to the maximum extent practicable, consistent with the original purpose of
the term or provision held to be invalid, void or unenforceable, and such
term or provision shall then be applicable as altered or interpreted.

Notwithstanding any such severing, holding, alteration or interpretation, and
provided the Applicant proceeds with the implementation of this Plan, the
remainder of the terms and provisions of this Plan shall remain in full force and
effect and shall in no way be affected, impaired or invalidated by such severing,
holding, alteration or interpretation.

Revocation, Withdrawal or Non-Consummation

The Applicant, upon consultation with the Monitor and the Interim Lender,
reserves the right to revoke or withdraw this Plan at any time prior to the
Sanction Date and to file subsequent plans of arrangement and compromise. If
the Applicant revokes or withdraws this Plan, or if the Sanction Order is not

issued:
(a) this Plan shall be null, void and inoperative in all respects; and

(b) any Affected Claim, any settlement or compromise embodied in this Plan
(including the fixing or limiting of any Affected Claim to an amount certain),
assumption or termination by this Plan, and any document or agreement
executed pursuant to this Plan shall be deemed null, void and inoperative.

Further Assurance

Notwithstanding that the transactions and events set out in this Plan shall occur
and be deemed to occur in the order set out herein without any additional act or
formality, each of the Persons affected hereby shall make, do and execute, or
cause to be made, done and executed at the cost of the requesting party, all
such further acts, deeds, agreements, transfers, assurances, instruments or
documents as may reasonably be required by the Applicant in order to better

implement this Plan.

Governing Law

This Plan shall be governed by and construed in accordance with the law of the
Province of Quebec and the federal laws of Canada applicable therein. Any
questions as to the interpretation or application of this Plan and all proceedings
taken in connection with this Plan and its provisions shall be subject to the
exclusive jurisdiction of the Court.
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10.12. Successors and Assigns

This Plan shall be binding upon and shall enure to the benefit of the heirs,
administrators, executors, legal personal representatives, successors and
permitted assigns of the Company, the Directors, the Affected Creditors or any
other Persons affected by or benefiting from the provisions of this Plan.

10.13. Choice of Lanquage

The Company and the intervenants acknowledge that it has required that this
Plan and all related documents be prepared in English. La Compagnie et les
intervenants reconnaissent avoir exigé que ce Plan et tous les documents
connexes soient rédigés en anglais.

(signature page to follow)



MONTREAL, Province of Quebec, this _9th _day of March, 2017.

ERA GROUP INC.
Per:

Mark Schneiderman

EACH OF 9170-9402 Quebec Inc. and 6187820 Canada Inc. hereby acknowledges
having taken due cognizance of the contents of this Plan and consents to the provisions
of Section 8.5 hereof.

9170-9402 QUEBEC INC.

Per: /W//

Mark Schneiderman

H

6187820 CANADA INC.

Jean-Luc Lavergne
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FORM 14

ARTICLES OF REORGANIZATION
(Section 191)

1 - Corporate name
ALLYIANCE HANGER INC.

2 - Corporation number

861979 E]

3 - In accordance with the court order for reorganization, the articles of incorporation are amended as foliows:

.

See SCHEDULES I and II, annexed hereto, forming part hereocf.

4 - Declaration
| hereby certify that | am a director or an authorized officer of the corporation.

Signature:

Print name: MARK SCHNEIDERMAN Telephone number: {514) 824-3256

Note: Misrepresentation constilules an offence and, on summary conviction, a person Is liable to a fine not exceeding $5000 or to imprisonment for a
term not exceeding six months or to both (subsection 250(1) of the CBCA).
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3.1

3.2

3.3

3.4

SCHEDULE |

to the Articles of Reorganization (the “Articles of Reorganization”)
of
Alliance Hanger Inc. (the “Corporation”)

Schedule A to the Corporation’s existing Articles of Incorporation, as amended
(the “Articles”) is hereby amended in order to create and authorize two (2) new
additional classes of shares, namely the “New Common Shares” (the “New
Common Shares”) and the “New Redeemable Shares” (the “New Redeemable
Shares”) both as described in Schedule Il to the Corporation's Articles of
Reorganization, each having the rights, privileges, restrictions and attributes as
set forth in Schedule Il to the Corporation’s Articles of Reorganization.

Each and every one of the Corporation’s issued and outstanding:
3.2.1 Class “A” Common Shares;
3.2.2 Class “F" Preferred Shares; and

3.2.3 Shares of any class or category whatsoever other than those described in
paragraphs 3.2.1 and 3.2.2 above,

(collectively the “Converted Shares”) are hereby converted and deemed
converted, on a one share-to-one share basis, into New Redeemable Shares
such that, effective immediately, each and every holder of Converted Shares
shall, henceforth, hold and own no Converted Shares whatsoever but, rather,
shall hold and own a number of New Redeemable Shares equal to the number of

Converted Shares of such holder.

All outstanding options, warrants, pre-emptive rights or any other entitlements
and/or rights to acquire any shares or securities of any class or category
whatsoever in the Corporation’s capital stock are hereby cancelled for all

purposes.

All of the Corporation’s existing directors are hereby removed as directors of the
Corporation and are hereby replaced by Jean-Luc Lavergne and Mark
Schneiderman, who shall be the Corporation’s sole directors unless and until
replaced by the holders of shares in the Corporation’s capital stock entitled to
vote thereon.



SCHEDULE i

to the Articles of Reorganization (the “Articles of Reorganization”)
of
Alliance Hanger Inc. (the "Corporation”)

In addition to the nine (9) classes of shares described in Schedule A to the
Corporation’s Articles of Incorporation as amended, the Corporation is authorized to
issue an unlimited number of new additional New Common Shares and New
Redeemable Shares, having the following rights, privileges, restrictions and conditions:

1.

New Common Shares

1.1 The holders of the New Common Shares shall:

1.1.1. be entitled to vote at all meetings of shareholders except
meetings at which only holders of the specified class of shares,
other than the New Common Shares, are entitled to vote; and

1.1.2. subject only to the rights of any holders of Class “C”
Preferred Shares, Class “D" Preferred Shares, Class “E” Preferred
Shares, Class “G" Preferred Shares, Class “H" Preferred Shares
and Class “I" Preferred Shares, share in the property, profits and
surplus assets of the Corporation and receive the remaining
property of the Corporation upon its dissolution; and

New Redeemable Shares

2.1  The holders of the New Redeemable Shares shall:

2.1.1 not, except as otherwise specifically provided by the Canada
Business Corporations Act, be entitled to vote at any meetings of
shareholders or otherwise carry out any right to vote;

2.1.2 not, under any circumstances, share in any of the property, profits
and surplus assets of the Corporation or receive any of the
remaining property of the Corporation upon its dissolution; and

2.1.3 not be redeemable or retractable at the option of the holders
thereof;



2.2

Notwithstanding the consideration for which any New Redeemable Shares
have been issued (or for which their predecessor shares have been
issued), the New Redeemable Shares shall be redeemable, at any time
whatsoever at the Corporation’s sole option, at a redemption price equal
to one hundredth of one cent ($0.0001) for each of the New Redeemable
Shares so redeemed. The Corporation’s directors may redeem all or part
of the New Redeemable Shares, at any time at the option of the
Corporation’s directors upon notice of five (5) days and without the
consent of the holders thereof. If less than the whole amount of the
outstanding New Redeemable Shares are redeemed, the shares to be
redeemed shall be selected pro rata or by lot in such manner as the
Corporation’s directors may determine.
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SUBSCRIPTION LETTER

TO: Alliance Hanger Inc. (the “Corporation”)
and its Board of Directors

Gentlemen,

The undersigned hereby subscribes for and offers to purchase from the Corporation

New Common Shares in the Corporation’s capital stock (collectively the
“Securities”), to be issued and allotted by the Corporation to the undersigned as fully-
paid and non-assessable New Common Shares at the issuance price of $100 per New
Common Share or $ in the aggregate (the “Aggregate Subscription
Price”) and encloses herewith the undersigned’'s full payment of the Aggregate

Subscription Price.

The undersigned hereby declares purchasing the Securities as principal and being one
of the following persons:

J (a) a director, officer, employee, founder or control person of the
Corporation;

O (b) a spouse, parent, grandparent, brother, sister or child of a
director, executive officer, founder or control person of the
Corporation;

] (c) a parent, grandparent, brother sister or child of the spouse of a
director, executive officer, founder or control person of the
Corporation;

O (d) a close personal friend of a director, executive officer, founder
or control person of the Corporation;

0 (e) a close business associate of a director, executive officer,
founder or control person of the Corporation;

(f) a security holder of the Corporation;

(g) an accredited investor as such term as defined in the
applicable provincial statutes and regulations;

O (h) a person of which a majority of the voting Securities are
beneficially owned by, or a majority of the directors are,
persons described in paragraphs (a) to (g);



O (i) a trust or estate of which all of the beneficiaries or a majority of
the trustees or executors are persons described in paragraphs

(a)to (g); or

O () a person that is not the public.

DATE: , 2017

NAME OF SUBSCRIBER
Per:

(signature of authorized representative)

ADDRESS OF SUBSCRIBER:

The Corporation acknowledges receipt of the aggregate issuance price and accepts the
above purchase and subscription.

DATE: , 2017

ALLIANCE HANGER INC.
Per:
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IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED
AND IN THE MATTER OF A PLAN OF COMPROMISE, ARRANGEMENT AND
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Alliance Hanger Inc.
Second Report of the Monitor

INTRODUCTION AND PURPOSE OF THE MONITOR’S SECOND REPORT

1.

On February 16, 2017, ERA Group Inc. (the “Applicant™), a creditor of Alliance Hanger Inc.
(the “Debtor”) filed an application (the “Application™) with regards to the Debtor before the
Quebec Superior Court, Commercial Division (the “Court”) under the Companies' Creditors
Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”). On the same day,
KPMG Inc. (“KPMG”), in its then capacity as proposed monitor, provided the Court with a
pre-filing report dated February 14, 2017 (the “Pre-Filing Report™) in connection with the
Application.

On February 16, 2017, the Court granted an initial order (the “Initial Order”) which provides
for, among other things, the appointment of KPMG as monitor of the Debtor (in such
capacity, the “Monitor”) in these CCAA proceedings (the “CCAA Proceedings”) and a stay
of proceedings until March 17, 2017, or such later date as the Court may order (the “Stay
Period”).

On February 16, 2017, the Court also granted an order allowing the commencement of a

claims process (the “Claims Procedure Order”).

On March 9, 2017, the Court granted an order for the filing of the amended plan of
compromise, arrangement and reorganization, the calling of a creditors’ meeting and the

extension of the stay period until May 31, 2017 (the “Plan and Meeting Order”).

KPMG provided the Court with its first report dated March 9, 2017 (the “First Report™) in

connection with the Applicant’s motion relating to the Plan and Meeting Order.

The purpose of this Monitor’s Second report (the “Second Report”) is to provide the Court
with information on the following:

a. The Monitor’s activities since the date of the First Report;

b. The Debtor’s activities since the issuance of the Plan and Meeting Order;

c. The Debtor’s actual receipts and disbursements for the two (2)-week period ended
March 17, 2017, as compared to the corresponding period reflected in the updated cash
flow forecast for the period March 4 to June 2, 2017 (the “Updated Cash Flow”) filed
in support of the Plan and Meeting Order;

3
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d. An update on the claims process pursuant to the Claims Procedure Order (the “Claims
Process™);

e. Anoverview of the Amended Plan of Compromise and Arrangement (the “Plan”) filed
by the Applicant with the Court’s authorisation;

f.  The estimated distribution under the Plan; and

g. The Monitor’s observations and recommendations.

TERMS OF REFERENCE

7. In preparing this Second Report, the Monitor has been provided with and has relied upon,
unaudited financial information, books and records prepared by certain senior management
of the Debtor (“Senior Management”), and discussions with Senior Management

(collectively, the “Information”). Except as further described in this Second Report:

a. The Monitor has reviewed the Information for reasonableness, internal consistency and
use in the context in which it was provided. However, the Monitor has not audited or
otherwise attempted to verify the accuracy or completeness of the Information in a
manner that would wholly or partially comply with Canadian Auditing Standards
(“CASs”) pursuant to the Chartered Professional Accountants Canada Handbook and
accordingly, the Monitor expresses no opinion or other form of assurance contemplated
under CASs in respect of the Information; and

b. Some of the information referred to in this report consists of financial forecasts and
projections. An examination or review of the financial forecasts and projections, as
outlined in the Chartered Professional Accountants Canada Handbook, has not been
performed.

8.  Future oriented financial information referred to in this Second Report was prepared based

on Senior Management’s estimates and assumptions. Readers are cautioned that since

projections are based upon assumptions about future events and conditions that are not

ascertainable, the actual results will vary from the projections. Even if the assumptions

materialize, the variations could be significant.
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The information contained in this Second report is not intended to be relied upon by any

prospective purchaser or investor in any transaction with the Debtor or the Applicant.

Unless otherwise stated, all monetary amounts contained in this Second report are expressed

in Canadian dollars, which is the Debtor’s common reporting currency.

ACTIVITIES OF THE MONITOR SINCE THE DATE OF THE FIRST REPORT

11.

12.

13.

14.

The Monitor established a website for the CCAA Proceedings at
www.kpmg.com/ca/alliancehanger (the “Monitor’s Website”). Copies of the Monitor’s
reports, issued orders to the current service list and other Court materials filed in connection

with these CCAA Proceedings are available on the Monitor’s Website.

Terms not defined herein shall have the meaning attributed in the Initial Order, the Claims

Procedure Order and the Plan and Meeting Order.

Pursuant to the issuance of the Plan and Meeting Order granted on March 9, 2017 by the
Court which provided for a Creditors” Meeting to be called and held on or before April 30,
2017, or such later date as the Court may order (the “Meeting Call Date”), the Monitor:

a. Published the Meeting Materials on its website;

b. Mailed via regular mail at least 10 days before the Meeting Call Date, a notice of the
Creditors’ Meeting and Meeting Materials to each Affected Creditor which filed, or has
been deemed to have filed, a Proof of Claim in respect of an Affected Claim or in respect
of any amount in excess of its Affected Claim Amount, in compliance with the Claims
Procedure Order. The notice of the Creditors’ Meeting was also sent via regular mail to

the Debtor's shareholders who are not Affected Creditors; and

c. Prepared and posted on the Monitor’s Website a list of the Stayed Parties.

The Monitor has responded to telephone calls, emails and inquiries, addressing concerns

from creditors and other stakeholders regarding the effect of the CCAA Proceedings.
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ACTIVITIES OF THE DEBTOR SINCE THE ISSUANCE OF THE INITIAL ORDER
15.  Since the date of filing, the Monitor notes that the Debtor has:
a. acted and continues to act in good faith and with due care and diligence;

b. continued to provide the Monitor with its full cooperation, and access to its premises, as

well as its books and records;

c. continued to pay its employees (and making the related government remittances) in the

ordinary course; and

d. continued to pay Unaffected Creditors in the ordinary course.

ACTUAL CASH FLOWS FOR THE TWO-WEEK PERIOD ENDED MARCH 17,2017

16. Cash receipts and disbursements for the two-week period ended March 17, 2017 (the
“Reporting Period”), as compared to the corresponding period of the Updated Cash Flow
Forecast (which was filed in conjunction with the First Report) are summarized in the table
below:

Cintre Alliance Inc. / Alliance Hanger inc.
Summary of Actual Receipts and Disbursements

For the period March 4, 2017 to March 17, 2017

in CAD 5000's Actual Projected Variance
Cash Receipts 340 317 24
Cash Disbursements :
Supplier Payments 540 393 (147)
Payroll and Benefits 132 125 )
Occupancy Costs 55 35 20
Operating Costs 45 49 4

Professional and Restructuring Fees 6 77 71

Interest & Capital Repayment 8 - £:5)
Capital Expenditure 18 - (18)
Total Disbursements 805 678 (108)
Net Cash Flow (464) (361)  (103)
Bank indebtedness '
Opening Bank Indebtedness (1,443)  (1,443) -
DIP Loan Injection - - -

Net Cash Flow (464) 361 (103)
Closing Bank Indebtedness (1,908) (1,805) (103)
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18.

19.

20.
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As at March 17,2017, the Debtor’s operating bank indebtedness, which includes the amounts
drawn pursuant to the DIP Facility, totaled approximately $1.91 million.

The unfavourable variance in the Debtor’s net cash flow during the Reporting Period

amounts to $103,000. The more significant variance items are summarized below:

a. Total cash receipts were $24,000 higher than projected primarily due to timing of

collections;

b. Total disbursements during the period were approximately $108,000 higher than
projected, mainly due to a catch-up of $147,000 in supplier payments, occupancy cost
payments and non-forecasted capital expenditures of $18,000, offset by $71,000 of

favourable timing difference related to the payment of professional fees.

The Monitor notes that the cash balance as at March 17, 2017 is fairly consistent with the

projected bank indebtedness balance.

The Monitor also notes that the DIP Loan is in place and that it remains available to the
Debtor in order to fund the ongoing operations during the CCAA Proceedings as the Debtor

continues to respect the terms of the DIP Loan Term Sheet.

UPDATE ON THE CLAIMS PROCESS

21.

22,

23.

The Monitor has complied with its statutory obligations pursuant to the terms of the Claims

Procedure Order.

As per the terms of the Claims Procedure Order, the Claims Bar Date was March 3, 2017
(5:00 PM) in respect of outstanding Affected Claims in excess of the Affected Claim
Amount, as at February 16, 2017 (the “Determination Date”).

Affected Claims means the following Claims totalling $3,900,000 owing by the Debtor to

the following Creditors, (which are deemed Proven Claims hereunder), namely:

a. $950,000 owing by the Debtor to the Applicant as a result of the “Asset Purchase

Agreement” executed between the Debtor and the Applicant on January 1, 2014;

b.  $950,000 owing by the Debtor to Polinex as a result of the “Asset Purchase Agreement”

executed between the Debtor and the Polinex on January 1, 2014,
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an additional $100,000 owing by the Debtor to the Applicant as a result of such amount
having been loaned and advanced by the Applicant to the Debtor;

an aggregate of $1,550,000 owing by the Debtor to Shapiro General Partnership as a
result of such aggregate amount having been loaned and advanced by Shapiro General

Partnership to the Debtor;

an aggregate of $100,000 owing by the Debtor to 3903460 Canada Inc. as a result of
such aggregate amount having been loaned and advanced by 3903460 Canada Inc. to

the Debtor;

an aggregate of $250,000 owing by the Debtor to 4511531 Canada Inc. as a result of
such aggregate amount having been loaned and advanced by 4511531 Canada Inc. to

the Debtor; and

any amounts in excess of the above which may become Proven Claims of any of the

above enumerated Persons, and “Affected Claim” means any of them;

As at March 3, 2017, the Monitor had not received any claims in excess of the Affected

Claims Amount totaling $3.9 million.

AMENDED PLAN OF COMPROMISE AND ARRANGEMENT

25.

26.

217.

The Plan and Meeting Order granted by the Court authorized the filing of the Plan under the

CCAA Proceedings. Capitalized terms not otherwise defined in this section are as defined in

the Plan.

Through continuous communication with the Applicant’s counsel, the Monitor has been kept

abreast of the aspects of the Plan.

We have summarized below the significant aspects of the Plan:
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General

28.

29.

30.

31.

In particular, the Plan provides for the following:
a. the compromise of the Affected Claims in accordance with the terms of the Plan; and

b. an equity investment of $3.7 million in the Debtor by way of a reorganization of the
Debtor’s equity and the subscription by some or all of the Debtor's shareholders of new
shares for such amount, the whole pursuant to Section 191 CBCA and the relevant

provisions of the CCAA Proceedings (the “Equity Restructuring”).

The Plan is not addressed to any of the Debtor’s creditors other than the Affected Creditors,
which Affected Creditors are either shareholders of the Debtor or are related to some of the
Debtor’s shareholders (but none of the Affected Creditors are related to the Debtor in the
sense of Section 4 of the BIA). Pursuant to the Plan, all of the Affected Creditors are

included in one class of creditors.

Additionally, the Plan is only addressed to the Affected Creditors and not to the Debtor’s
other creditors, in general, and Toronto Dominion Bank (“TD Bank™), Roynat Inc.
(“Roynat”), Business Development Bank of Canada (“BDC”) and the Debtor's trade

creditors, in particular.

The implementation of the Plan is subject to certain conditions precedent occurring or being
waived by 5:00 PM on the 30th day following the issuance of an order sanctioning the Plan
(the “Sanction Order”), or such later date as may be agreed to by the Applicant and the

Monitor or ordered by the Court, including, inter alia, the following:
a. the Plan being approved by the Affected Creditors;
b. the issuance by this Honourable Court of the Sanction Order; and

c. the implementation of the Equity Restructuring.
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Treatment of Affected Claims

32. No later than 25 days following the Sanction Date (“Payment Date”), the aggregate sum of
$10,000 (the “Aggregate Distribution™), without any interest whatsoever thereon, shall be
paid by the Company to the Monitor and shall thereafter be distributed by the Monitor to the
Affected Creditors, according to the amount of their respective Proven Claims. The Payment
Date may be extended by the Company with the consent of the Monitor, by an additional

period not exceeding 60 days.

Treatment of the DIP Claim

33.  On the date on which the DIP Claim becomes payable pursuant to the provisions of the DIP

Facility Documents, the DIP Lender shall receive full payment of any remaining DIP Claim.

Treatment of Excluded Claims and Unaffected Claims

34. All Excluded Claims (other than the Administration Claim and the DIP Claim) and all
Unaffected Claims will remain in full force and effect in accordance with their terms after
the Plan Implementation Date, and will have been or will be paid in full by the Debtor in the

normal course of its business as and when they become due.

Treatment of Administration Claims

35. All Administration Claims, if any, will have been paid or will be paid in full by the Debtor
as and when they become due, and any remaining balance will be settled as soon as

practicable after the Plan Implementation Date.

Treatment of Certain Crown Priority Claims
36. All Crown Priority Claims described in Section 6(3) of the CCAA, if any, will be paid in full

by the Debtor within 6 months immediately following the Sanction Date.

Equity Restructuring

37. The Debtor is insolvent and, as a consequence thereof, has sought the application of the
relevant provisions of the CCAA. The Debtor has no shareholders’ equity and, as a
consequence, the Existing Shares have no value. Therefore, the Equity Restructuring is an
essential part of the Debtor’s restructuring plan in order to preserve its going concern

viability for the benefits of all stakeholders.

10
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Once the Affected Creditors have approved the Plan by a Resolution of the Required
Majorities at the Creditors’” Meeting, the Applicant will present a motion to the Court seeking
the Sanction Order, which Sanction Order will order, inter alia, all of the following

(collectively the “Equity Restructuring”), namely:

a. the creation and authorization of the New Common Shares and New Redeemable

Shares;

b. the conversion of each and every one of the Existing Common Shares and the Existing

Preferred Shares into New Redeemable Shares (on a one share-to-one share basis);

c. the cancellation for all purposes of any and all existing options, warrants, pre-emptive

rights or any other entitlements or rights to acquire shares in the Debtor’s capital stock;
d. the replacement of all Existing Directors with new directors;

e. the cancellation and termination for all purposes of any and all agreements between the
Existing Common Shareholders and/or the Debtor in respect of the Debtor, as envisaged

by s. 146 CBCA or otherwise;

f.  such other amendments to and/or restating of the Existing Articles as set forth in the

Articles of Reorganization; and

g. the subscriptions for and purchases, issuance and allotment of the Available New

Shares.

Within 15 days following the Implementation Date of the Plan, an aggregate $3.7 million
equity investment (the “New Equity Investment”) shall be made in the Debtor by some or
all of the Existing Common Shareholders subscribing for and purchasing an aggregate of
1,000 New Common Shares from the Debtor’s capital stock at the issuance price of $3,700
0 per New Common Share (the “Available New Shares”). In accordance with such
subscriptions and purchases, such Available New Shares shall be issued and allotted by the
Debtor to the subscribers therefor as fully paid and non-assessable New Common Shares in
the Debtor’s capital stock. Such New Equity Investment and the Available New Shares’
subscription, purchase, issuance and allotment shall be effected in the following manner,

namely:
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a. within 10 days following the Implementation Date, each of the Existing Common
Shareholders will be entitled to subscribe for and purchase the full amount (and not less
than the full amount) of its/his Proportion of the Available New Shares. Any
subscription by any Existing Shareholder(s) for less than its/his full Proportion of the
Available New Shares shall be considered invalid and of no effect. Any Existing
Shareholder(s) failing to effect such full subscription and purchase within such 10-day
delay shall be “Defaulting Existing Shareholder(s)”; and

b. within 5 days following the expiry of the 10-day delay, the Plan Sponsors shall be
entitled to subscribe for and purchase all the Proportions of the Available New Shares

of the Defaulting Existing Shareholder(s).

The Plan Sponsors have agreed and confirmed to the Monitor to:

a. subscribe and pay for each of their respective Proportions of the Available New Shares

within the delay set forth in the Plan; and

b. subscribe, pay for and purchase all the Proportions of the Available New Shares of the
Defaulting Existing Shareholders within the delay set forth in the Plan.

The implementation of the Equity Restructuring is a condition precedent to the performance
of the Plan, and any approval by the Affected Creditors of the Plan pursuant to a Resolution
shall include approval of the Equity Restructuring. In the event that the Sanction Order does
not order the Equity Restructuring, then the Plan shall be deemed, for all purposes, to have

not been sanctioned pursuant to the relevant provisions of the CCAA.

ESTIMATED DISTRIBUTION UNDER THE AMENDED PLAN

42.

43.

As indicated previously, the total amount to be distributed to the Affected Creditors under

the Plan amounts to $10,000 while the Affected Claims total $3.9 million.

The Plan is not addressed to any of the Debtor’s creditors other than the Affected Creditors,
which Affected Creditors are either shareholders of the Debtor or are related to some of the
Debtor’s shareholders (but none of the Affected Creditors are related to the Debtor in the
sense of Section 4 of the BIA). Pursuant to the Plan, all of the Affected Creditors are

included in one class of creditors.
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Notwithstanding the nominal recovery for the Affected Creditors, the $3.7 million Equity
Restructuring that will be implemented under the Plan will benefit all stakeholders of the
Debtor, including the Affected Creditors, in order to preserve the going concern of the

Debtor,

If the Plan is rejected and the Equity Restructuring does not materialize, it is most likely that
the Debtor will be forced to liquidate its assets for the benefit of the secured creditors,

namely: TD Bank, Roynat and BDC (the “Secured Creditors™).

TD Bank is the Debtor’s primary operating lender, which, at the date of this Second Report
is owed approximately $1.9 million under a revolving facility secured by hypothecs ranking
first over the Debtor’s accounts receivable and inventory, and second against all of the

Debtor’s remaining property.

Roynat and BDC each granted term loans to the Debtor, with current outstanding balances
of $1.65 million and $1.9 million respectively. The Roynat and BDC loans are both secured
by hypothecs ranking first (pari passu as between Roynat and BDC) over all of the Debtor’s

property other than accounts receivable and inventory.

In addition to the claims of the Secured Creditors, the current DIP Loan totaling $3.7 million
has a Court ordered charge over all of the Debtor’s assets which ranks after all existing
hypothecs over any of the Debtor’s property in favor of the Secured Creditors as well as any
other secured creditor as defined by the Bankruptcy and Insolvency Act, R.S.C., 1985, c. B-
3, but before the Affected Creditors ($3.9 million) and any other of the Debtor’s ordinary

creditors (i.e. trade creditors and other payables to which it owes approximately $1 million).

The claims of the Secured Creditors ($5.45 million) and of the DIP Loan ($3.7 million) total
an aggregate of $9.15 million.

As at December 31, 2016, the Debtor had total assets with a book value of approximately
$15.5 million, including advances receivable from related parties of $392,000. It is important
to note that the Debtor’s inventory, having a book value of approximately $6 million as at
December 31, 2016, requires a significant write-down resulting from the decrease in sales

from one major customer.
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The Monitor is of the view that the outcome under the Plan is more advantageous for the

Debtor’s stakeholders, including the Affected Creditors, than in the context of a forced

liquidation or bankruptcy scenario for the following reasons:

a.

The realization value of the Debtor’s assets would be significantly negatively impacted

by the interruption of its operations, in particular the inventory;

The implementation of the $3.7 million Equity Restructuring contemplated under the
Plan which would not be available if the Plan is rejected by the Affected Creditors;

The additional professional fees incurred as a result of a liquidation;

The significant value of the claims of the Secured Creditors and of the DIP Loan
totalling an aggregate of $9.15 million in comparison with the book value of the

Debtor’s assets;

The Debtor’s approximate 100 employees who would lose their employment in the

context of a forced liquidation or bankruptcy scenario; and

The Debtor’s ordinary creditors who would lose the benefit from future sales with the
Debtor.

REVIEW OF POTENTIAL PREFERENCES AND TRANSFERS AT UNDERVALUE

52.

53.

Notwithstanding Section 36.1 of the CCAA, Section 38 and Sections 95 through 101 of the

BIA shall not apply to the Plan. Accordingly, neither the Monitor, any Creditor, nor any

other Person shall be entitled to exercise any right, remedy or recourse, or to commence any

action, motion, application or any other proceeding against any Creditor or any other Person

in relation to the Debtor, based on Section 38 and Sections 95 through 101 of the BIA.

Therefore, the Monitor has not performed a review of the potential preferences and transfers

at undervalue.
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MONITOR’S OBSERVATIONS AND RECOMMENDATIONS

54.

55.

56.

57.

58.

In the current context, the Monitor believes that the terms of the Plan are fair and reasonable.

The Plan is not addressed to any of the Debtor’s creditors other than the Affected Creditors,
which Affected Creditors are either shareholders of the Debtor or are related to some of the

Debtor’s shareholders

As mentioned, while the Plan provides for a nominal recovery for the Affected Creditors,
the Plan’s contemplated Equity Restructuring will preserve the going concern of the Debtor

for the benefit of all stakeholders, including the Affected Creditors.

For the reasons noted previously, it is the Monitor’s view that there would likely be no
realization to the benefit of the Affected Creditors and to the Debtor’s ordinary creditors,
which are currently not affected by the Plan, in the context of a forced liquidation or

bankruptcy scenario.

Consequently, the expected recovery by the Affected Creditors, but more importantly the
positive effect of the Equity Restructuring contemplated by the Plan for all of the Debtor’s
stakeholders are more advantageous than the outcome in a forced liquidation or bankruptcy

scenario.
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The whole respectfully submitted.

KPMG INC.
in its capacity as Court-appointed
Monitor of Alliance Hanger Inc.

I

St

Stephane De Broux, CPA, CA, CIRP
Partner

16

Alliance Hanger Inc.
Second Report of the Monitor



EXHIBIT P-4

; fMinutes of CreditorS' Meeting held oh March 28, 2017




Province District Division
SUPERIOR COURT Quebec Quebec 01-Montréal
COMMERCIAL DIVISION Estate no. Court no.
(Companies Creditors Arrangement Act) 0000-329-2017-QC 500-11-052101-173

MINUTES OF THE FIRST MEETING OF
CREDITORS

In the matter of the plan of compromise, arrangement and | Monitor
reorganixation of : KPMG ine.
Alliance Hanger inc. (Debtor)
Era Group inc. (Applicant)

Place of meeting Chairman of the meeting
KPMG inc. Stéphane De Broux (KPMG inc.)
Meeting call date Time
600 Boul. de Maisonneuve W., KPMG Tower, suite 1500 March 28, 2017 10:00
Montréal, Qc, H3A 0A3
L ATTENDEES ;
See list in exhibit.
1L QUESTION PERIOD :

The Chairman of the meeting addresses creditors and summarizes the proceedings under the CCAA since the Court hearing
on March 9, 2017, a summary of the Plan of Compromise(hereinafter the "Plan"), and gives the Monitor’s opinion in relation
to the Plan.

The Chairman allows the Affected Creditors to express any questions relating to the Monitor’s report and the Plan. As no
questions were asked, the Chairman proceeded to count the votes submitted regarding the Plan.

IIL QUORUM :

v Confirms quorum et déclares that the Affected Creditors’ meeting is legally constituted

1v, VOTE ON THE PLAN OF COMPROMISE ;

Total number Affected Creditors having submitted a claim : 5
Total dollar amount of claims submitted by Affected Creditors: $3,900,000
Total number of Affected Creditors having voted on the Plan : 5
Total dollar amount of Affected Creditors having voted on the Plan: $3,900,000
Percentage of votes in numbers : IN FAVOR: 80%  AGAINST: 20 %
Percentage of votes in dollars : INFAVOR: 76 AGAINST : 24 %

%

V. ADJOURNMENT OF MEETING :

v Having addressed all items of the agenda, the meeting was ajourned at 10:04.

StA——

Chairman




Office of the Superintendent Bureau du surintendant ~ ATTENDANCE LIST LISTE DES PRESENCES
of Bankruptcy Canada des faillites Canada

Court No. / Ne de cour Estate No. / No de 'actif
500-11-052101-173 0000-329-2017-QC

Debtor and Representatives / Débiteur et représentants

Mr. Mark Schneiderman, on behalf of the Debtor

Mr. Gerald F. Kandestin and Jeremy Cuttler, Kugler Kandestin s.r.1./s.en.c.r.l, legal counsel for the Debtor

Controller and Representatives / Controleur et représentants

Mr. Stéphane De Broux and M. Mickael Marchand, KPMG Inc., Monitor

Creditors Present or Represented / Créanciers présents ou représentés

Amount - Proven Claim
Name / Nom Representing / Représente Montant - Réclamation
prouvée
Mr. Mark Scheiderman Shapiro General Partnership and ERA Group inc. $ 2,600,000

Absent creditors having voted via correspondance / Créanciers absents ayant voté par correspondance

Amount - Proven Claim
Name / Nom Montant - Réclamation
prouvée
4511531 Canada inc. $ 250,000
3903460 Canada inc. $ 100,000
Polinex Plastics inc. $ 950,000

Chairman of the meeting/ Nom du président de 'assemblée

Mr. Stéphane De Broux

Signature of the Chairman of the meeting/ Signature du président de I'assemblée
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