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DISCLOSURE STATEMENT, DATED NOVEMBER 9, 2021

Solicitation of Votes on the
Plan of Reorganization of

PHILIPPINE AIRLINES, INC.

This solicitation of votes (the “Solicitation”) is being conducted to obtain
sufficient votes for confirmation of the chapter 11 plan of Philippine
Airlines, Inc. in the above-captioned chapter 11 @ (the “Debtor” or
“PAL"). The proposed chapter 11 plan (the “Plan”) is attached to this
Disclosure Statement as Exhibit A.

THE VOTING DEADLINE TO ACCEPT OR REJECT THE PLAN IS
4:00 P.M., PREVAILING EASTERN TIME, ON DECEMBER 10, 2021,
UNLESS EXTENDED BY THE DEBTOR. THE RECORD DATE FOR
DETERMINING WHICH HOLDERS OF CLAIMS OR INTERESTS
MAY VOTE ON THE PLAN IS NOVEMBER 12, 2021 (THE “VOTING
RECORD DATE").

RECOMMENDATION BY THE DEBTOR

The board of directors of Philippine Airlines, Inc. (as of the date heredf
has unanimously approved the transactions contemplead by the
Solicitation and the Plan and recommend that all ceditors and interest
holders whose votes are being solicited submit bats to accept the Plan.

Further, over 90% of holders of Class 3 Claims havegreed to support the
Plan in accordance with Restructuring Support Agreenents (defined
below).

IMPORTANT NOTICES

A hearing to consider confirmation of the Plan (the*Confirmation Hearing”) will be

held before the Honorable Shelley C. Chapman, UniteStates Bankruptcy Judge, at the
United States Bankruptcy Court for the Southern Digrict of New York, One Bowling
Green, New York, NY 10004 on December 17, 2021 &b:00 a.m. (prevailing Eastern
Time), or as soon thereafter as counsel may be helar
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HOLDERS OF CLAIMS OR INTERESTS SHOULD NOT CONSTRUE THE
CONTENTS OF THIS DISCLOSURE STATEMENT AS PROVIDING ANY LEGAL,
BUSINESS, FINANCIAL, OR TAX ADVICE AND SHOULD CONSU LT WITH THEIR
OWN ADVISORS BEFORE VOTING ON THE PLAN.

THE ISSUANCE AND THE DISTRIBUTION UNDER THE PLAN OF THE NEW
COMMON STOCK WILL BE EXEMPT FROM REGISTRATION UNDER  THE
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”") AND ANY
OTHER APPLICABLE SECURITIES LAWS PURSUANT TO ONE OR MORE
EXEMPTIONS, WHICH MAY INCLUDE SECTION 1145 OF THE B ANKRUPTCY
CODE, SECTION 4(A)(2) OF THE SECURITIES ACT OR SECTION 3(A)(9) OF THE
SECURITIES ACT. THE AVAILABILITY OF THE EXEMPTION  UNDER SECTION
1145 OF THE BANKRUPTCY CODE OR ANY OTHER APPLICABLE SECURITIES
LAWS SHALL NOT BE A CONDITION TO THE OCCURRENCE OF THE
EFFECTIVE DATE.

THE NEW COMMON STOCK TO BE ISSUED ON THE EFFECTIVE DATE HAS
NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION (THE “SEC”) OR BY ANY STATE SECURITIES
COMMISSION OR SIMILAR PUBLIC, GOVERNMENTAL, OR REGU LATORY
AUTHORITY, AND NEITHER THE SEC NOR ANY SUCH AUTHORI TY HAS
PASSED UPON THE ACCURACY OR ADEQUACY OF THE INFORMA TION
CONTAINED IN THIS DISCLOSURE STATEMENT OR UPON THE MERITS OF
THE PLAN. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL
OFFENSE.

CERTAIN STATEMENTS CONTAINED IN THIS DISCLOSURE STA TEMENT,
INCLUDING STATEMENTS INCORPORATED BY REFERENCE, PRO JECTED
FINANCIAL INFORMATION, AND OTHER FORWARD-LOOKING ST ATEMENTS,
ARE BASED ON ESTIMATES AND ASSUMPTIONS. CERTAIN OF THESE
FORWARD-LOOKING STATEMENTS CAN BE IDENTIFIED BY THE USE OF
WORDS SUCH AS “BELIEVES,” “EXPECTS,” “PROJECTS,” “I NTENDS,” “PLANS,”
‘ESTIMATES,” “ASSUMES,” “MAY,” “SHOULD,” “WILL,” “S EEKS,”
“‘“ANTICIPATES,” “OPPORTUNITY,” “PRO FORMA,” “PROJECT IONS,” OR
OTHER SIMILAR EXPRESSIONS. THERE CAN BE NO ASSURANCE THAT SUCH
STATEMENTS WILL BE REFLECTIVE OF ACTUAL OUTCOMES. FORWARD-
LOOKING STATEMENTS ARE PROVIDED IN THIS DISCLOSURE STATEMENT
PURSUANT TO THE SAFE HARBOR ESTABLISHED UNDER THE PRIVATE
SECURITIES LITIGATION REFORM ACT OF 1995 AND SHOULD BE
EVALUATED IN THE CONTEXT OF THE ESTIMATES, ASSUMPTI ONS,
UNCERTAINTIES, AND RISKS DESCRIBED HEREIN.

READERS ARE CAUTIONED THAT ANY FORWARD-LOOKING STAT EMENTS
HEREIN ARE BASED ON ASSUMPTIONS THAT ARE BELIEVED T O BE
REASONABLE, BUT ARE SUBJECT TO A WIDE RANGE OF RISK S IDENTIFIED
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IN THIS DISCLOSURE STATEMENT. IMPORTANT ASSUMPTION S AND OTHER
IMPORTANT FACTORS THAT COULD CAUSE ACTUAL RESULTS T O DIFFER
MATERIALLY FROM THOSE EXPECTED INCLUDE, BUT ARE NOT LIMITED
TO, THOSE FACTORS, RISKS, AND UNCERTAINTIES DESCRIBED IN MORE
DETAIL UNDER THE HEADING “RISK FACTORS” AND ELSEWHE RE IN THE
AUDITED AND UNAUDITED CONSOLIDATED FINANCIAL STATEM ENTS AND
THE RELATED NOTES THERETO INCLUDED ELSEWHERE HEREIN . DUE TO
THESE UNCERTAINTIES, READERS CANNOT BE ASSURED THAT ANY
FORWARD-LOOKING STATEMENTS WILL PROVE TO BE CORRECT . THE
DEBTOR IS UNDER NO OBLIGATION TO (AND EXPRESSLY DIS CLAIMS ANY
OBLIGATION TO) UPDATE OR ALTER ANY FORWARD-LOOKING
STATEMENTS WHETHER AS A RESULT OF NEW INFORMATION, FUTURE
EVENTS, OR OTHERWISE, UNLESS INSTRUCTED TO DO SO BY THE
BANKRUPTCY COURT.

HOLDERS OF CERTAIN ALLOWED UNSECURED CLAIMS ARE NOT IMPAIRED
BY THE PLAN AND, AS A RESULT, THEIR RIGHT TO RECEIV E PAYMENT IN
FULL OR BE TREATED IN THE ORDINARY COURSE ON ACCOUN T OF VALID
OBLIGATIONS IS NOT ALTERED BY THE PLAN. DURING THE CHAPTER 11
CASE, THE DEBTOR IS OPERATING ITS BUSINESS IN THE ORDINARY
COURSE.

NO INDEPENDENT AUDITOR OR ACCOUNTANT HAS REVIEWED O R
APPROVED THE FINANCIAL PROJECTIONS OR THE LIQUIDATI ON ANALYSIS
HEREIN.

THE STATEMENTS CONTAINED IN THIS DISCLOSURE STATEME NT ARE
MADE AS OF THE DATE HEREOF UNLESS OTHERWISE SPECIFIED. THE
TERMS OF THE PLAN GOVERN IN THE EVENT OF ANY INCONS ISTENCY
WITH THE SUMMARIES IN THIS DISCLOSURE STATEMENT.

THE INFORMATION IN THIS DISCLOSURE STATEMENT IS BEI NG PROVIDED
SOLELY FOR PURPOSES OF VOTING TO ACCEPT OR REJECT THE PLAN OR
IN CONNECTION WITH CONFIRMATION OF THE PLAN. NOTHI NG IN THIS
DISCLOSURE STATEMENT MAY BE USED BY ANY PARTY FOR A NY OTHER
PURPOSE.

ALL EXHIBITS TO THE DISCLOSURE STATEMENT ARE INCORP ORATED INTO
AND ARE A PART OF THIS DISCLOSURE STATEMENT AS IF SET FORTH IN
FULL HEREIN.
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ARTICLE I.

INTRODUCTION

Philippine Airlines, Inc. (Philippine Airlines” or “PAL”") (the “Debtor” and, together
with its non-debtor affiliates, theCompany’) submits this Disclosure Statement in connection
with the solicitation of votes on thehapter 11 Plan of Reorganization of Philippine Airlines,
Inc., dated November 9, 2021 (thBlan”)? attached hereto d&xhibit A .

The purpose of this Disclosure Statement, includimg exhibits annexed hereto, is to
provide information of a kind, and in sufficienttd# to enable creditors of the Debtor that are
entitled to vote on the Plan to make an informedisiten on whether to vote to accept or
reject the Plan. This Disclosure Statement costaimmmaries of the Plan, certain statutory

provisions, events contemplated in the Chapter a&eCand certain documents related to the
Plan.

After extensive arms-length negotiations, prior tite Petition Date, the Debtor
executed numerous restructuring support agreem@sh, a Restructuring Support
Agreement, and collectively the Restructuring Support Agreements) with the Supporting
Creditors, which were approved by the Bankruptcyur€oon October 1, 2021. The
Restructuring Support Agreements form the backlkawkeframework for the Plan.

As described more fully below, the Plan generatiyvmles for the following:

» The Tranche A DIP Facility will convert to unseadrelebt maturing
approximately 5 years after the anticipated Effectbate, and the Tranche
B DIP Facility will convert into 79.5% of the Newo@mon Stock of the
Reorganized Debtdt.

» The Supporting Creditors and other holders of AlowGeneral Unsecured
Claims will receive their respective Pro Rata sharkthe Unsecured New
Equity Allocation on account of their pre-petiti@eneral Unsecured Claims.

Capitalized terms used in this Disclosure Statémaunt not defined herein, have the meanings asdrib
them in the Plan. To the extent any inconsisteneidst between this Disclosure Statement and e, P
the Plan shall govern.

As described in more detail herein, the Debtor thasoption, in its sole discretion, to elect toneert the
DIP Claims into long-term equity and unsecured datdancing on the Effective Date. At this time, the
Debtor has elected to exercise the Tranche A CaiorerElection and the Tranche B Conversion Election
in accordance with the DIP Credit Agreement. Havewthe Debtor expressly reserves the right to
continue to consider all proposals and options wehkpect to the election and whether an alternative
proposal is received prior to the Confirmation Dttat is in the best interest of the Debtor’s estat
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* General Unsecured Trade Claims, Employee ClaimsCusomer Claims
shall be paid, adjusted, disputed, or settledhéndrdinary course of
business.

e The Debtor's Unsecured Notes will be cancelled aagh holder of an
Allowed General Unsecured Claim on account theredfreceive its Pro
Rata share of the Unsecured New Equity Allocation.

* The recoveries provided to holders of General Umn=et Claims, as well as
the payment of all Employee Claims, Customer Claiamed General
Unsecured Trade Claim in full, are being carved afuthe value that would
otherwise be used to satisfy the DIP Claims and ldvawt otherwise be
available to holders of such unsecured Claims withithe consent of the
DIP Lenders, which consent was obtained in conoecwith good-faith,
arms’-length negotiations regarding the RestrustuSupport Agreements.

* All Priority Non-Tax Claims, Other Secured ClaimGeneral Unsecured
Trade Claims, Employee Claims, Customer Claims, latercompany Claims
are unimpaired by the Plan and will be satisfiedha ordinary course of
business.

* Al existing equity interests of the Debtor (incing common stock,
preferred stock and any options, warrants, prafierest units, or rights to
acquire any equity interests) shall be reduced @X% of its current
amount and value by the New Common Stock. Phipdaw generally
prohibits the cancellation of such shares for nos@teration, but the dilution
of the existing equity interests is meant to appnake such treatment.

» The possibility of a commitment for a $150 milliecured Exit Facility
from new investors to ensure that PAL has adeqlaiédity to operate
post-emergence.

THE DEBTOR AND THE SUPPORTING CREDITORS (COLLECTIVELY,
THE “PLAN SUPPORT PARTIES”) SUPPORT CONFIRMATION OF THE PLAN
AND URGE ALL HOLDERS OF CLAIMS ENTITLED TO VOTE ON THE PLAN TO
VOTE TO ACCEPT THE PLAN. THE PLAN SUPPORT PARTIES BELIEVE THAT
THE PLAN PROVIDES THE HIGHEST AND BEST RECOVERY FOR ALL
STAKEHOLDERS.

Summary of Plan Classification and Treatment of Clans and Interests

Under the Bankruptcy Code, only holders of claimsnterests in “impaired” Classes
are entitled to vote on the Plan (unless, for ressdiscussed in more detail below, such
holders are deemed to reject the Plan pursuanedtioa 1126(g) of the Bankruptcy Code).
Under section 1124 of the Bankruptcy Code, a atdsslaims or interests is deemed to be
“impaired” unless (i) the plan leaves unaltered Ewgal, equitable, and contractual rights to
which such claim or interest entitles the holdearéof or (i) notwithstanding any legal right to
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an accelerated payment of such claim or interdst, glan, among other things, cures all
existing defaults (other than defaults resultingnirthe occurrence of events of bankruptcy)
and reinstates the maturity of such claim or irdees it existed before the default.

Only Holders of Class 3 General Unsecured Claims arbeing solicited under and
entitled to vote on the Plan.

The following table summarizes (i) the treatmeniCtdims and Interests under the Plan,
(i) which Classes are impaired by the Plan, (uhich Classes are entitled to vote on the Plan,
and (iv) the estimated recoveries for holders @hiri$ and Interests. The table is qualified in
its entirety by reference to the full text of tha® For a more detailed summary of the terms
and provisions of the Plan, see Article V—Summairyhe Plan below. A detailed discussion
of the analysis underlying the estimated recoveieduding the assumptions underlying such
analysis, is set forth in the Valuation AnalysisErhibit E.

Entitled to
Claim or Impaired or Vote on Approx.
Class | Equity Interest Treatment Unimpaired the Plan Recovery

1 Priority Non-Tax | Except to the extent that a holder off Unimpaired No 100%
Claims an Allowed Priority Non-Tax Claim (Presumed to
against the Debtor agrees to a less accept)
favorable treatment of such Claim, in
full and final satisfaction, settlement,
release, and discharge of, and in
exchange for, such Allowed Priority
Non-Tax Claim, at the option of the
Debtor or the Reorganized Debtor, gs
applicable, (i) each such holder shall
receive payment in Cash in an amount
equal to the Allowed amount of such
Claim, payable on the later of the
Effective Date and the date that is 10
Business Days after the date on which
such Priority Non-Tax Claim becomas
an Allowed Priority Non-Tax Claim,
or as soon thereafter as is reasonahly
practicable, (ii) such holder’s Allowed
Priority Non-Tax Claim shall be
Reinstated, or (iii) such holder shall
receive such other treatment consistent
with section 1129(a)(9) of the
Bankruptcy Code so as to render such
holder’s Allowed Priority Non-Tax
Claim Unimpaired.

2 Other Secured Except to the extent that a holder off Unimpaired No 100%
Claims an Allowed Other Secured Claim (Presumed to

4 The amounts and/or percentages set forth undemoXjspate Recovery are based on the range of
reorganized equity value of the Debtor as describethe Valuation Analysis described herein. They
represent the midpoint within the Company’s ranbestimated recoveries.
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Class

Claim or

Equity Interest

Treatment

Impaired or
Unimpaired

Entitled to
Vote on
the Plan

Approx.
Recovery

against the Debtor agrees to a less

favorable treatment of such Claim, in

full and final satisfaction, settlement,
release, and discharge of, and in
exchange for, such Allowed Other
Secured Claim, at the option of the
Debtor or the Reorganized Debtor, g
applicable, (i) each such holder shal
receive payment in Cash in an amo
equal to the Allowed Amount of such
Claim, payable on the later of the
Effective Date and the date that is 1
Business Days after the date such
Other Secured Claim becomes an
Allowed Claim, or as soon thereafter
as is reasonably practicable, (ii)
Reinstatement of such holder’s
Allowed Other Secured Claim, or (iii
such other treatment sufficient to
render such holder’s Allowed Other
Secured Claim Unimpaired. In the
event that an Other Secured Claim
against the Debtor is treated under
clause (i) of Section 4.2(b) of the
Plan, the Liens securing such Other
Secured Claim shall be deemed
released immediately upon payment

unt

accept)

General

Unsecured Claim

D

Except to the extent that a holder of

an Allowed General Unsecured Claim

agrees to a less favorable treatment
such Claim or has been paid before
the Effective Date, on and after the
Effective Date, in full and final
satisfaction, settlement, release, and
discharge of, and in exchange for,
such Claim, such holder will receive
its Pro Rata share of the Unsecured
New Equity Allocation.

Impaired

of

Yes

~1%

General

Unsecured Trade

Claims

Except to the extent that a holder of
General Unsecured Trade Claim
agrees to a less favorable treatment
such Claim or has been paid before
the Effective Date, on and after the
Effective Date, in full and final
satisfaction, settlement, release, and
discharge of, and in exchange for,
such Claim, (i) the Reorganized
Debtor shall continue to pay or treat
each General Unsecured Trade Clai
in the ordinary course of business a
if the Chapter 11 Case had never bg

aJnimpaired

of

3

D—

No
(Presumed to
accept)

100%
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Class

Claim or
Equity Interest

Treatment

Impaired or
Unimpaired

Entitled to
Vote on
the Plan

Approx.
Recovery

commenced, or (ii) such holder will
receive such other treatment so as {
render such holder’s Allowed Gener
Unsecured Trade Claim Unimpaired
pursuant to section 1124 of the
Bankruptcy Code, in each case subj

to all defenses or disputes the Debtgr

7}

ect

and the Reorganized Debtor may have

with respect to such Claims, including

as provided in Section 6.17 of the
Plan;provided that, notwithstanding
the foregoing, the Allowed amount o

f

General Unsecured Trade Claims shall

be subject to and shall not exceed the

limitations or maximum amounts
permitted by the Bankruptcy Code,
including sections 502 or 503 of the
Bankruptcy Code, to the extent
applicable.

Employee Claims

Except to the extent that a hobder
an Employee Claim agrees to a less
favorable treatment of such Claim or
has been paid before the Effective
Date, all Employee Claims shall be
paid, adjusted, disputed, or settled, i
the ordinary course of business after
the Effective Date.

Unimpaired

No
(Presumed to
accept)

100%

Customer Claims

Except to the extent that a habfier
Customer Claim agrees to a less
favorable treatment of such Claim of
has been paid before the Effective
Date, all Customer Claims shall be
paid, adjusted, disputed, or settled, i
the ordinary course of business aftel

Unimpaired

No
(Presumed to
accept)

100%
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Class

Claim or
Equity Interest

Treatment

Impaired or
Unimpaired

Entitled to
Vote on
the Plan

Approx.
Recovery

the Effective Date in accordance wit
any settlements or orders issued by

"
the

applicable courts or regulatory
authorities.

No
(Presumed to
accept)

7 Intercompany 100%

Claims

On the Effective Date, or as soon as
practicable thereafter, all
Intercompany Claims shall be paid,
adjusted, continued, settled,
Reinstated, discharged, contributed {o
capital, or eliminated, in each case to
the extent determined by the Debtor
or the Reorganized Debtor, as
applicable, subject to the
Restructuring Transactions.

Unimpaired

On the Effective Date, or as soon ag
practicable thereafter in accordance
with applicable non-bankruptcy law,
Holders of Existing Equity Interests
shall have their Existing Equity
Interests diluted to 0.001% of the
number and value of such Interests as
of the Petition Date.

8 Existing Equity
Interests

Impaired No (Deemed

to reject)

Approxima
tely
0.001%

ARTICLE II.

OVERVIEW OF THE COMPANY’S OPERATIONS

A. Corporate History and Organizational Structure

PAL was founded in February 1941, making it onethe oldest airlines in the Asia-
Pacific region, and with over $3 billion in annugtoss revenue prior to the COVID-19
pandemic, is the largest airline group in the Ppiies and the national flag carrer.lts
principal activity is providing air transportatidar passengers and cargo within, and connecting
to, the Philippines.

In 1946, PAL became the first Asian airline to dbe Pacific when it operated a
chartered flight to ferry U.S. servicemen to Cafila. Thereafter, PAL commenced regular

5 PAL operates under the Presidential Decree NoO 1D 1590) entitled, “An Act Granting a New
Franchise to Philippine Airlines, Inc. to EstabligdBperate, and Maintain Air-transport services lie t
Philippines and Other Countries” PD 1590, which iglested PAL the national flag carrier of the
Philippines.
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services between the Philippines and the UnitedeStand today operates a global network
that, pre-pandemic, included 117 destinations withe Philippines and around the world.

By virtue of the nature of its business, PAL pr@ddessential air transport services and
plays a central role in boosting the growth of Btalippine economy and the emergence of a
national tourism industry.

In 1992, PAL was privatized under the leadershiptofChairman and CEO, Dr. Lucio
C. Tan. Today, PAL is an international corporatthuty organized and existing under the laws
of the Republic of the Philippines. Its principaffice is located in PNB Financial Center,
Diosdado Macapagal Avenue, CCP Complex, Pasay Elijippines.

As of June 2021, PAL employed a total of approxetyatt,500 employees (collectively,
the “Employees$). Approximately 52% of PAL’s employees are uniad — primarily by two
Philippine labor unions: Philippine Airlines Empkss’ Association (PALEA), for ground
employees, and Flight Attendants’ and Stewards’odisgion of the Philippines (FASAP) for
the cabin crew. In the United States, certainhef Debtor’'s employees are members of the
International Association of Machinists and Aerasp&Vorkers (IAMAW).

As of the Petition Date, approximately 96% of PAlémployees are located in the
Philippines and the remaining 4% of employees areagl across over 21 different countries,
including the United States.

PAL also has an affiliate, Air Philippines Corpaooat (“APC”), which operates as PAL
Express. PAL Express was incorporated in the gpiiies on February 8, 199%nd is the
third largest airline in the Philippines. PAL Ergs operates 36 aircraft, which it subleases
from PAL with lease terms ranging from 36 to 144nmths. PAL Express has a close
operating relationship with PAL governed by a coememsive Codeshare Agreement under
which PAL is the marketing carrier of domestic tilg operated by PAL Express. This
Codeshare Agreement allows both airlines to mergetables, ticket sales and various other
operations. The partnership reduces operating dostboth airlines and at the same time,
ensure seamless connecting flights between the daroers for the convenience of their
passengers. PAL Express and PAL’s other affiliaesnot debtors in this Chapter 11 Case.

The Debtor also owns and operates a frequent fiyegram called “Mabuhay Miles,”
which is critical to preserving the Debtor’s loyalstomer base worldwide. The Mabuhay
Miles program is a loyalty program operated by PA& part of the airline’s marketing
function. As described in more detail in the Fidsty Pleadings, the Debtor intends to honor
all obligations relating to its Mabuhay Miles pragr to ensure the continued confidence of its
customers. Total revenues from the Mabuhay Mitlegyam in 2019, the last full year prior to

6 See Republic Act No. 8339 entitled “An Act Granting rAPhilippines Corporation (Air Philippines) a
Franchise to Establish, Operate and Maintain Damestd International Air Transport Services.
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the pandemic, amounted to approximately $21.4 amjllior approximately 1% of total
revenues.

As of May 2021, there are approximately 4.9 milimembers in the Mabuhay Miles
loyalty program. Through the Mabuhay Miles progranembers have the opportunity to earn
travel rewards through the accumulation of mileagedits earned on flights with the Debtor
and partner airlines. Members can also earn riiesugh the purchase and use of services
from mileage partners, including credit card prevg] banks, telecommunications service
providers, hotels and resorts, tour operators,sergervices, insurance providers, car rental
businesses, and other merchandise and travel c@spanMabuhay Miles has a website,
www.mabuhaymiles.com, which provides members actestheir account information, and
details on promotions and offers.

The Company’'s current organizational structurejusiog a depiction of the Debtor
and its non-Debtor affiliates, as of the date hkrisoattached hereto &xhibit F.

B. Company’s Business

Prior to the COVID-19 pandemic, PAL's fleet consitof a total of ninety-eight
aircraft, consisting of 48 narrow body aircraft, ®ide body aircraft and 19 turboprop aircratft.
The Debtor’s fleet was comprised of 13 owned aftaad 85 aircraft under finance leases and
operating leases. Many of PAL'’s aircraft are owbhgdon-debtor special purpose entities that
lease the aircraft to PAL. In those situationg dimount of rent paid by the Debtor under the
applicable leases corresponds to the principaliatedest due from the special purpose entity
lessor to the relevant lender(s) or lessors underapplicable loan agreement(s) or leases, as
applicable7. Under certain of the applicable lease documdpwd, has an option to purchase
certain aircraft for a nominal amount, or title ttee aircraft will pass to PAL on payment of
the final rent installment. In connection with t6@dapter 11 Case, PAL is optimizing its fleet
size, composition and ownership costs to meet kpeated demands of the post-COVID-19
market. The Debtor’s pre-restructuring fleet cstesl of the following aircraft:

Leased Owned Total
Wide Body 31 31
Narrow Body 42 6 48
Turboprop 12 7 19
7 Such lease documents are governed by either New, Philippine, or English law.
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Prior to the onset of the COVID-19 pandemic PAL wasviding airline services with
a wide network spanning 35 domestic points ando8idn cities, including, New York, Los
Angeles, San Francisco, Honolulu, Guam, VancouVerpnto, London, Sydney, Melbourne,
Brisbane, Auckland, Dubai, Doha, Tokyo, Osaka, NagoHong Kong, Shanghai, Taipei,
Bangkok, Jakarta, Bali, Saigon, Kuala Lumpur, Smaga, Phnom Penh, Incheon, and Pusan.
Set forth below is a chart depicting PAL’s route®ipto the COVID pandemic:

Route Network (2019)
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Morth America
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In order to ensure that it could serve all of tistomers’ needs, PAL is also a party to
numerous codeshare agreements, including with Aacad, All Nippon, Bangkok Airways,
Cathay Pacific, China Airlines, Garuda Indonesiaylf GAir, Hawaiian Airlines, Malaysian
Airlines, Royal Brunei, Turkish Airlines, Vietnamifnes, West Jet Airlines, and Xiamen
Airlines. These codeshare agreements enable th@oD¢o operate flights to additional
destinations, while minimizing the additional expes and burdens of providing flights to such
destinations. Moreover, these agreements helpDetgor to build and maintain customer
loyalty by seeking to become the customer’s prinsayrce for all of their travel needs.

PAL’s excellent service has garnered significantk@&recognition in recent years. In
2018, PAL became the first, and to date the onlina in the Philippines to earn a 4-Star
rating from Skytrax, the international air trangpeoaiting organization. In 2019, Skytrax re-
certified PAL as a 4-Star Global Airline based aimprehensive quality audits. In the same
year, PAL won the “World’s Most Improved Airline Aawd,” as the carrier that achieved the
largest leap in product and service quality amonguivey of over 350 airlines worldwide.
Skytrax also ranked PAL as the 30th best airlinghe world in their “World’s Top 100
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Airlines in 2019” index, rising 19 spots from 201&AL also ranked high in other important
categories, including ranking 10th in “World's B&isiness Class Comfort Amenities,” 10th in
“Best Airline Staff in Asia,” 11th in “World's Bestabin Crew,” 11th in “World's Best Airport
Services,” 11th in “World's Best Premium Economyass|” and 14th in “World's Best
Economy Class.” The Debtor believes that the psedorestructuring will enable PAL to
continue its excellent service for years to comadoordance with its revised business plan and
optimized fleet.

While the majority of the Debtor’'s revenue has itradally come from its passenger
airline services, the Debtor also offers cargoteeleservices to a wide variety of destinations in
24 countries. In 2019, cargo related services watea for approximately 6% of the Debtor’s
annual revenue. During the current pandemic, thbt@’s cargo related services have been a
critical source of revenue while the Debtor’'s pagse related operations have been severely
restricted. From April 2020 to May 2021, cargoeewes accounted for nearly 31% of the
Debtor’s total revenues.

Cargo Revenues
(in $ millions)
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PAL has seen significant and continued growth siiisefounding, despite recent
challenges. Nevertheless, like many other airlif8_ faces intense competition from existing
and new participants in the market, including ultna-cost, low-cost and Middle Eastern
carriers. The industry remains highly sensitiveaggressive price-discounting policies and jet
fuel price increases. Others sources of disrupimmiude lack of airport infrastructure in
certain areas served by PAL and changes to PAlgsla&ry environment.

In the face of such challenges, commencing in 2818 Debtor launched new programs
designed to achieve sustainable profitability, lowebt, and a higher level of competitiveness.
These new programs made substantive initial pregmeshe last two months of 2019 and
helped increase total gross revenue for 2019 b #rdm the prior year to over $3.0 billion,.
Passenger numbers also grew as a result of sumttsetd 16.8 million, 5.1% more than 2018.

10
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C. Management

The following table sets forth the names of the tOeb current senior management:

Name Position(s)

Lucio C. Tan Chairman & Chief Executive Officer
Gilbert Gabriel F. Santa Maria President & Chief e@giing Officer

Nilo Thaddeus Rodriguez Chief Financial Office & Quiance Officer
Alvin Kendrich O. Limqueco Chief Admin Group & DaRrivacy Officer
Wilson H. Go Chief Information Officer

Stanley K. Ng Senior Vice President of Airline Op@ras
Danreb M. Oira Senior Vice President of Human Cépita
Dexter C. Lee Senior Vice President of Strategy &nRing
Atty. Marivic T. Moya Corporate Secretary

Juanita Tan Lee Treasurer

Leonardo B. Alejandrino Member of Advisory Board

Rowena T. Chua Member of Advisory Board

Mark M. Chen Member of Advisory Board

Johnip G. Cua Member of Advisory Board

Atty. Juan De Zuniga, Jr Member of Advisory Board

Atty. Florentino M. Herrera lll Member of Advisorydard

Junichiro Miyagawa Member of Advisory Board

Carmen K. Tan Member of Advisory Board

Lucio C. Tan Il Member of Advisory Board

Samuel C. Uy Member of Advisory Board

The composition of the board of directors of thefanized Debtor will be disclosed,
to the extent known and determined, prior to th&yeof the order confirming the Plan in
accordance with section 1129(a)(5) of the Bankmnu@ode.

D. Prepetition Capital Structure

To support its operations and obligations, the Delblas a complex capital structure,
which includes a series of aircraft specific finags, unsecured bank loans, receivables
securitizations, and promissory notes.

As of July 31, 2021, the Debtor’s overall assetd kabilities were approximately $4.1
billon and $6.07 billion respectively, with cashdacash equivalents of approximately $31.9
million. An overview of the Debtor’s indebtedndsfiows:

Financeand OperatingLeases PAL has 85 aircraft under finance leases and aijpey
leases. With respect to the finance leases, thkcaple special purpose vehicle lessors, which
are all non-debtor affiliates, generally pledgeirttmvned aircraft to secure the applicable
financing arrangement. The amount of rent paidhay Debtor to the special purpose vehicle
lessors under the applicable finance leases camesi the principal and interest due from the

11
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special purpose vehicle lessor to the relevantelgs)l under the loan agreement(s). In the
aggregate, PAL pays approximately $48 milion montbn account of its finance and
operating leases, which range from 24 to 120 morgh®ining on the leases. PAL'’s expenses
under such leases are a significant portion of BAgbilities.

Securitization Structure$AL currently participates in two securitizatistructures. In
particular, PAL sold to PAL Receivables Company.|ta special purpose entity incorporated
under the laws of the Cayman Islands, via a reblEgapurchase agreement for a maximum
consideration of $685 milion, an undivided intérés US dollar credit card sales. PAL
obtained $325 million asset back security for addél capital in August 2015 under Facility
A, an additional $260 million in October 2017 undracility B and an additional $100 million
in November 2019 under Facilty C. The US seaaiton facility is secured by future
collections from passenger sales made in the Urtiades through the following designated
credit card companies: (1) MasterCard & Visa adstemed by Bank of America Merchant
Services and (2) American Express administered imgrican Express Travel Related Services
Company, Inc. The security is repaid through migntistallment for 75 months. As of June
30, 2021, there is $387,083,333.15 outstanding rutieie US securitization facility.

In June 2015, PAL sold to Golden Investment TMK¢fden Investment) an interest
amounting to a total of $240 million in PAL’s righttitle, interest and benefit (present and
future, actual and contingent) under certain red#es and claims owed to PAL from time to
time by: the International Air Transport Associati(fIATA ") paid by its banks and arising out
of certain agreements and IATA agents pursuanteidain IATA agency agreements and
payable to PAL through its banks (collectively, thlapan Receivabley. In March 2018,
PAL sold additional Japan Receivables amounting185 milion to Golden Investment. In
September 2019, PAL further sold additional Jap@&teiRables amounting to $125 million
(amount greater than the proceeds of $100 milloninclude principal, interest, fees, and
expenses). The Japan Receivables under thistyfamiise out of PAL’s services for airline
passenger transportation or cargo transportatiaohwdre sold in Japanese Yen cash indirectly
through IATA agents within Japan. The securityepaid through monthly installment for 85
months. As of June 30, 2021, there is $260,000¢0&Standing under the Japan securitization
facility.

SecuredBridge Loans In order to provide the Debtor with the necesdauyidity and
runway to prepare for an organized bankruptcydfilmnd negotiate Restructuring Support
Agreements with numerous lenders and lessors riegattie Debtor's go-forward aircraft
leases, long-term loans, and optimized fleet lgasimategy in accordance with the Debtor’s
revised business plan, the Debtor obtained thredg8rLoans (the Bridge Loans’) from
Buona Sorte Holdings, Inc. Buona Sort€), a Philippine corporation that directly owns
approximately 60% of the equity of Trustmark Ho@inCorporation, a Philippine Corporation,
which in turn directly owns approximately 76.9% tbé equity of PAL Holdings, Inc. PAL
Holdings”), a Philippine corporation, which in turn dirgctbwns approximately 98.57% of the
equity of the Debtor. The Bridge Loans were adednpursuant to those certain Loan
Agreements, dated as of February 10, 2021 (Enest*Bridge Loan Agreement’), May 27,
2021 (the Second Bridge Loan Agreemeri), and August 19, 2021 (theThird Bridge
Loan Agreement), respectively (each as amended, restated, aratbe modified from time

12
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to time between the Debtor and Buona Sorte (Bredyye Loan Agreements$). Pursuant to
the Bridge Loan Agreements, the Bridge Lender pledicredit facilities to the Debtor in an
aggregate principal amount of $100 million, conmguiof (a) $60 million pursuant to the First
Bridge Loan Agreement, (b) $25 milion pursuantthe Second Bridge Loan Agreement, and
(c) $15 milion pursuant to the Third Bridge Loamr@ement. As of the Petition Date, the
aggregate amount of Bridge Loan obligations outsten to the Bridge Lender was
$102,429,666.67. The Bridge Loans are secured hey dame aircraft-related collateral
securing the DIP Facility. The liquidity afforded the Debtor through the Bridge Loans was
crucial in faciltating an orderly fiing and theme needed to reach agreement with key
stakeholders on the Plan. The Bridge Loans wergeatplated to be short-term loans, and
were refinanced as part of the DIP Facility upotryeof the Final DIP Order.

UnsecuredBank Loans As of June 30, 2021, PAL maintained a $75 milienm loan
from Asia United Bank, a $77 milion term loan fraPhilippine National Bank, a $65 million
term loan from China Banking Corporation, and a $@lion term loan from Union Bank
(collectively, the Bank Loans’). An additional $36.8 milion of standby lettexsf credit
(posted with operating lessors as maintenance veseissued by Philippine National Bank
have been drawn by certain lessors over the pastrfenths leading up to the Petition Date.
These were converted by Philippine National Bankpromissory notes and are also considered
as Bank Loans for the purpose of this Disclosur@edtent and the Chapter 11 Case. The
Bank Loans facility of Philippine National Bank partially secured by a real property with an
agreed value of PHP 1,360,963,000, which is egemtatio USD 27,194,241.30 based on the
exchange rate one Business Day prior to the Petllate. Thus, in accordance with the
applicable Restructuring Support Agreement, Ritip National Bank’s unsecured claim (after
reduction by the value of the real property) is US#)842,526.47.

The chart below sets for the different facilities the Bank Loans:

BANK PRINCIPAL AMOUNT
ASIA UNITED BANK $10,000,000.00
ASIA UNITED BANK $20,000,000.00
ASIA UNITED BANK $20,000,000.00
ASIA UNITED BANK $10,000,000.00
ASIA UNITED BANK $15,000,000.00
CHINA BANKING CORPORATION $25,000,000.00
CHINA BANKING CORPORATION $40,000,000.00
PHILIPPINE NATIONAL BANK $10,000,000.00
PHILIPPINE NATIONAL BANK $10,000,000.00
PHILIPPINE NATIONAL BANK $25,000,000.00
PHILIPPINE NATIONAL BANK $22,000,000.00
PHILIPPINE NATIONAL BANK $10,000,000.00
PHILIPPINE NATIONAL BANK $36,776,031.03
UNION BANK $20,000,000.00

13
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In advance of fiing the Chapter 11 Case, the Debtmaged in extensive, good faith
negotiations to reach a consensual resolution degathe treatment of the Bank Loans and to
secure the banks’ support of the Plan. As of tegtien Date, Asia United Bank, Philippine
National Bank and Union Bank have executed Resiringt Support Agreements and agreed
to the treatment contemplated under the Plan feir Bank Loan that are unsecured claims.
Upon information and belief, China Banking Corpamt although not executing a
Restructuring Support Agreement in respect of askBLoan, supports PAL’s restructuring.

Other UnsecuredLoans In late 2019, Buona Sorte infused $225 millicn part of
PAL’s turnaround plan and, due to the pandemic,dduorte has provided another $133
million of emergency advances to the Debtor betwdanch and August 2020. Buona Sorte
has agreed to waive any recovery with respect Sqiiepetition unsecured loans under, and
subject to confirmation of, the Plan.

ARTICLE Il

KEY EVENTS LEADING TO COMMENCEMENT OF THE CHAPTER 1 1 CASE
A. Causes for Chapter 11 Filing

At the beginning of 2020, PAL was poised to corgirthe work it began in 2019 to
improve its operations and financial performandgéowever, the first quarter of the new year
brought the COVID-19 pandemic, resulting in unpcks#ed disruptions to the global economy
and the Debtor’s business.

The COVID-19 crisis has had a particularly catgsio impact on the aviation
industry. The pandemic resulted in worldwide trakedtrictions and a near total collapse in
consumer demand during large portions of the pammdenThe International Air Transport
Association (IATA) has recently estimated that @@VID-19 pandemic caused a $371 billion
loss in gross passenger operating revenues oheairlin 202 Other observers have
characterized the pandemic as the most disruptises @ver to affect the aviation indus?ry.

8 International Air Transport Associatiorkffects of Novel Coronavirus (COVID-19) on Civil Aviation:
Economic Impact Analysis (July 13, 2021), https://www.icao.int/sustainagilDocuments/COVID-
19/ICAO_Coronavirus_Econ_Impact.pdf. While the ustly has begun to rebound, the global recovery
has been uneven and hampered the emergence of orewavcirus variants. Michael Gebicldirline
Recovery Around the World During COVID-19: Which Countries are Bouncing Back?, TRAVELLER (July
12, 2021), https://www.traveller.com.au/airline-weery-around-the-world-during-covid19-which-coupts
are-bouncing-back-h1x1tq. The International Airadsport Association has forecast that, compared to
2019, world passenger traffic for 2021 will be do®s% to 38% and airlines will continue to suffer a
$288 to $314 bhillion loss of gross passenger opagaevenues. International Air Transport Assadorat
supra.

® United Airlines, "United Expects To Have Approxitaly $17 Billion In Available Liquidity By Septembe

2020," June 15, 2020, https://hub.united.com/2020-B-united-expects-to-have-approximately-17- duih
in-available-liquidity-by-september-2020-2646173.Al.

14
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Numerous airlines have already filed in the U.S. hankruptcy protection due to pandemic-
related losses, including the LATAM Airlines, Aererico, Avianca, Compass Airlines, Ravn
Air Group and Trans States Airlines.

News about the COVID-19 virus was first reportedDacember 2019 in China. By
January 2020, other countries started to reportfiromed cases of the virus, including
Thailand, Japan, Singapore, Australia, Malaysianada, France, and the United States. For
the Philippines, the first confirmed case was anced on January 30, 2020. Shortly
thereafter, the Philippine government issued itst fborder restrictions on foreign nationals
with travel history to China and its Special Adrsinative Regions (SARsS) on February 2,
2020. The travel restriction also prohibited alibios from travelling to China and its SARs.
Accordingly, PAL had to cancel all fights to ambrih China and its SARs. At the time, PAL
was operating approximately 28 such flights per. day

On March 6, 2020, the Philippines announced newfirooed cases of the virus
including a possible case of local transmissiomlloing the growing number of cases in the
country and the deadly global consequences of thes,vthe government placed the entire
Philippines under a state of public health emergent March 8, 2020. Three days later, the
World Health Organization declared the widespreatb@ak of the novel COVID-19 virus a
global pandemic.

Due to COVID-19, countries around the world ann@ehcevere travel restrictions,
lockdowns and/or outright closure of their border©n March 15, 2020, the Philippine
government issued a resolution placing the englesd of Luzon under community quarantine,
thereby suspending land, domestic air and domsestictravel to and from the capital of the
Philippines, Manila.

The impact of such restrictions, and COVID-19 galgron the demand for services in
the aviation industry was devastating and almostaimaneous. By April 1, 2020, IATA
estimated that customers living in countries wiglvese travel restrictions accounted for 98%
of global passenger revenue and that more thar08a8senger aircraft—two-thirds of the
world’s overall fleet—had been grounded as a resulir travel generally declined 41% in
March 2020 from 2019 levels, and April 2020 sawO&o6decline.

Because of the pandemic and the correspondingl trastictions issued by the Filipino
government and foreign governments worldwide, thebtbr was compelled to halt all
commercial operations on March 17, 2020, resulimghe grounding of the Debtor’s entire
fleet, and the cancellation of approximately 19,888eduled domestic and international flights.
PAL lost approximately $2.0 billion in previouslprecasted revenue for 2020 and refunds
worth approximately $370 million, with nearly zeforward bookings. Such developments
have put tremendous pressure on the Debtor’s iigumbsition. But as the Filipino national
carrier, PAL had to continue operating, albeit atloas, a small number of cargo and
repatriation charters to carry essential supplied eeturn stranded Filipinos and foreign
nationals, including, stranded U.S. citizens, hom&he chart below shows the impact of
COVID-19 on flight and passenger traffic statistmger the course of 2020.
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Immediately following the outbreak of COVID-19, PAlesponded with cash-
conservation measures to stabilize the businesisiding:

 PAL delayed its aircraft and engine capital expemds and suspended all non-
aircraft capital expenditures;

» PAL secured a deferral of lease payments, loancipah payments and
navigational and other airport fees and chargesthia Philippines while
successfully arranging credit extension terms withical vendors;

* PAL secured relief on fixed price or minimum gudesd payments for aircraft
maintenance services;

* PAL eliminated almost all marketing and discretignexpenses; and

* PAL implemented greater efficiency in schedulingraft, expanded productivity
in airport and flight operations, faciltated puasing savings, simplified its
operating model and significantly reduced managéraad back office overhead.

PAL was also forced to reorganize its employee @nsation and expense structure.
PAL reduced staffing levels to 8% of normal openasi implemented a 15-day Leave Without
Pay (LWOP”) program for all employees every month since A@020 and instituted
executive pay cuts and salary negotiations. Mbas 40% of all employees have been or are
currently on unpaid leave either through LWOP atofugh since the inception of the COVID-
19 crisis. Unfortunately, due to the prolonged actpof COVID-19, despite efforts to retain
as many of its furloughed employees as possible, e no choice but to make the difficult
decision of further reducing its workforce in Jarpua021. The January 2021 layoffs resulted
in the Debtor reducing its total workforce by 0\3§%.

In parallel, PAL launched several cash-generatmtiaiives to further reduce the net
cash burn. In the immediate aftermath of the panclePAL was able to raise $133 million in
outside financing from the DIP Lender, and in th# 6f 2020 raised a further $74 million
through a sale of noncore assets. Such effortgpleomented the Debtor’s efforts to cash-
conservation efforts and produced an aggregatéiligumprovement of approximately $700
million.
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B. Prepetition Restructuring Efforts

Despite PAL’s liquidity-preserving measures, thelpnged impact of the COVID-19
crisis has undermined PAL’s ability to generatefigght cash to fully meet its financial
obligations, contributing to its inability to malseheduled payments of interest and principal
under funded debt and rentals under aircraft leagescordingly, in the summer of 2020, the
Debtor retained Seabury Securities LLC in orderéip develop a comprehensive recovery
plan and to negotiate its implementation with kégkeholders, and expanded the team to
include Norton Rose Fulbright US LLP, Norton RoBelbright LLP, and Debevoise &
Plimpton LLP as the process evolved. In connectdth these retentions, the Debtor paid
various retainers, including amounts held in escemeounts and other bank accounts in the
Borough of Manhattan, New York.

Among other matters, the recovery plan provides f@aningful contraction of the
Debtor’s existing network and fleet, consistenthwtibe current and projected post-pandemic
demand, and material reductions to PAL’s aircrafinership costs, in line with the evolved
economic landscape. PAL and its advisors concluted these fundamental changes,
necessary for PAL to weather the pandemic and ctempéfectively for the benefit of
employees, creditors and other key stakeholderse west achieved in the context of the
Chapter 11 Case. And the Debtor was determinecdoh a consensual resolution with the
Supporting Creditors prior to filing. Therefordaet PAL team spent many months presenting
the plan to, and negotiating with, key stakeholdensd PAL secured the additional $100
million of Bridge Loans from Buona Sorte, its uldte shareholder and one of its DIP
Lenders, to ensure that it had sufficient time withich to reach agreements with such parties.
These Bridge Loans were necessary to provide thedDevith additional liquidity to complete
the comprehensive, multi-prong negotiations witle tBebtor's primary stakeholders that
culminated in the Restructuring Support Agreements.

With the Bridge Loans in place, the Debtor commdntee Chapter 11 Case and
expects that the Plan will be the culmination oésth restructuring efforts and enable the
Debtor to emerge from bankruptcy a strengthendithieain a more favorable economic climate

C. Restructuring Support Agreements

As noted earlier, the Debtor’'s extensive efforts diotain creditor support for the
Debtor’s restructuring culminated in numerous Redtiring Support Agreements with the
Supporting Creditors, which contemplate the comtilmin of the Debtor’'s business by
streamlining ongoing operations and reorganizingpetition obligations. The agreements
under the Restructuring Support Agreements andnipéementation of the Plan are aimed at
ensuring PAL'’s long-term survival as a leaner aratarefficient airline. As of the date of this
Disclosure Statement, the Debtor has entered irgstrRcturing Support Agreements with
creditors holding over 90% of the claims in the igtClass.

PAL plans to take a number of measures to optiitizaetwork in connection with the
Restructuring Support Agreements and the Plan. pdriicular, PAL will exit unprofitable
markets and continue to fly only those routes thed, or can be made, profitable, while
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reintroducing capacity in line with evolving demand PAL will also selectively increase
regional capacity in targeted growth markets. émg so, PAL will strengthen its Manila hub
and strategically redeploy capacity to more prbladestinations as demand returns. PAL will
consolidate domestic capacity from Clark InternadioAirport (CRK) to Manila International
Airport (MNL) due to market demands. In additid®AL’s revised business plan anticipates
growing capacity in short haul regional routes éeglly growth markets such as China),
consolidating capacity in the West Coast gatewagscancelling certain ultra long haul flights,
while maintain profitable opportunistic flying fro@ebu as a source of continued growth.

Consolidate MNL and CRK domestic capacity North Manila to Regional Asia

O Strategy: In the short term, [ 7 U Strategy: Grow capacity in short o
consolidate domestic capacity from ! haul regional routes — especially
CRK to MNL due to market demand | growth markets (China) ol

U Leverage MNL, which is the most
profitable flying in the network

0 Increase MNL capacity to
pressure competition

O Protect MNL slots as international
capacity is rationalized (possibly
with turboprops)

O Menitor for future return to CRK ifa
positive business case justifies

0 Regional markets are typically
high -growth and strong
performers

Q In short term, match capacity to
demand, and in medium term, look
for growth

0 Continuously monitor for growth
opportunities and new routes

Q Utilize lower-risk NB toadd capacity
and launch new markets

North American West Coast Getaways Cebu - Opportunistic Markets
O Strategy: Consolidate capacity in 0 Strategy: Maintain profitable
West Coast gateways, cancel ultra opportunistic flying from Cebu as
long haul a source of continued growth
U Ultra long haul routes (East Coast . Q Primary / core focus is MNL — Cebu
and LHR) have structural issues growth is opportunistic
impacting profitability . . 0 If Cebu flying can utilize fleet in the
0O West Coast routes can also provide { short term and achieve positive
service to East Coast ; . contribution (with direct and indirect
O New codeshare (AA) andinterline ® costs), then maintain
relationships would support strategy

From a financial perspective, the key elementshef restructuring, the Restructuring
Support Agreements, and the Plan include initigtite substantially increase liquidity through
additional shareholder equity infusion, asset salesw financing, and critical creditor
restructurings. The Restructuring Support Agredmeand the Plan also contemplate
restructuring of PAL’s lease and loan obligatiomgclgding aircraft as well as non-aircraft
obligations), and restructuring of PAL's OEM and MIRommitments.

Additionally, given the current economic climataetDebtor currently has a surplus of
aircraft in its fleet. In accordance with the Resturing Support Agreements and the Plan,
the Debtor plans to reduce fleet size and compasiti line with the expected demands and
new network. The Debtor will return 21 surplusceaft to lessors and lenders and implement
power-by-the-hour @BH”) structures on retained aircraft that are undeerating leaseX?

In the aggregate, the Plan allows the Debtor taigedleet capacity by approximately 23%.

10 Power by the hour contracts are a form of opegatemse wherein the lessor retains ownership of the

aircraft and the Debtor can use the aircraft oixedfcost basis based on the amount of hours ticea#ti
used.
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As stated previously, the Debtor has already aehiedd07 million in liquidity benefits
since the onset of the pandemic through variousitesiic fundraisings and liquidity
management measures.

Furthermore, because fleet obligations comprise igmifisant portion of PAL'’s
obligations, the Debtor engaged in negotiationshvall of its lessors to reject, renegotiate
and/or assume as amended its aircraft leases er todrevitalize the size and makeup of its
fleet. Such negotiations resulted in approxima2yl billion in long-term savings from the
Debtor’s aircraft lenders and lessors pursuanthi® Restructuring Support Agreements. In
particular, the Debtor has negotiated a $1.8 hillieduction in operating lease payments (of
which $1.2 billion is due to returned aircraft aapproximately $600 million due to retained
aircraft at lower rates) and $250 million due toeduction in unsecured bank debt.

The fleet restructuring will additionally securdiekwith respect to capacity, cost, and
liquidity. The Debtor will reduce long-term ownkis costs reflecting revenues and the
evolving competitive landscape, defer principal diration to enhance liquidity during the
most critical period while providing lenders witlhurcent interest, address pre-restructuring
arrearages, and implement PBH structures througlafandable retention of under-utilized
assets during the extended recovery period.

The Restructuring Support Agreements and the ChdidteCase are also dependent
upon the DIP Facility being provided by two of tBebtor’'s controlling parent companies,
Buona Sorte and PAL Holdings, which was the resfilan extensive prepetition marketing
process to obtain the most favorable terms. Itiquéar, the Debtor negotiated a $505 million
DIP loan (the DIP Facility”) from the DIP Lenders that, upon emergence and assult of
the Debtor’s election to exercise the Tranche Av@osion Option and Tranche B Conversion
Option, will convert into long-term equity and unseed debt financing for the duration of its
original term (i.e. 63 months after the Petitiont&aat the election of, and on terms favorable
to, PAL. The DIP Facility consists of a (i) $250llion Tranche A facility that is secured by
certain of the Debtor's unencumbered assets (pitymiae Debtor’s frequent flier program and
certain aircraft) and (i) $255 million Tranche Bcility that is secured by a junior interest in
the Tranche A facility collateral. Each of therithes of the DIP Facility benefits from super-
priority administrative claim priority in the Chagt11 Case. The DIP Facility provides the
Debtor with sufficient working capital and liquigiduring its Chapter 11 Case, and enables the
Debtor to have a suitable and efficient capitalcire upon emergence.

Lastly, the Debtor is soliciting offers for up td50 million of additional debt financing
from new investors to ensure an adequate liquidityhion post-emergence to facilitate post-
restructuring operations. This exit facility wile secured by the same assets that will secure
the DIP Facility during the Chapter 11 Case, phes Mabuhay Miles program.

Overall, the Plan will bring PAL into sustained fitability. By the end of 2022, PAL
expects to exit its recovery phase as operatingites generate more consistent positive
monthly cash flow. PAL expects an operating incoofie$220 million in 2022 and $364
million in 2023. Based on the projections and lalée data, EBITDAR margins are expected
to improve from 2% in 2020 to 7% in 2021 and byragch as 27% in 2025.
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To consummate the restructuring transactions sgh fio the Restructuring Support
Agreements and the Plan and emerge from chapteais Ekpeditiously as possible, the Debtor
and its stakeholders invested significant resourteshieving consensus prepetition, including
negotiating and taking steps to implement the Resiring Support Agreements prior to the
Petition Date. Importantly, the Restructuring SuppAgreements and Plan are designed to
ensure that the restructuring will have minimaeetf§ on the Debtor’s business operations and
to ensure there is a clear and efficient path tergance.

ARTICLE V.

COMMENCEMENT OF THE CHAPTER 11 CASE

In accordance with the Restructuring Support Ages@s) the Debtor filed a voluntary
petition for relief under chapter 11 of the BankaypCode on the Petition Date. The filing of
the petition commenced the Chapter 11 Case, athwiice the Debtor was afforded the
benefits, and became subject to the limitationghefBankruptcy Code.

The Debtor continues to operate its business irotdenary course during the pendency
of the Chapter 11 Case as it had prior to the iBetiDate. To facilitate the efficient and
expeditious implementation of the Plan through kapter 11 Case, and to minimize
disruptions to the Debtor’'s operations on the PetiDate, the Debtor filed various motions
seeking important relief from the Bankruptcy Court.

A. Commencement of Chapter 11 Case and Motions

To ensure a smooth transition to operations in temapl, the Debtor filed a number of
motions with the Bankruptcy Court seeking relieidaed to, among other things, prevent
interruptions to the Debtor’s business, ease ttanson the Debtor’s relationships with certain
essential constituents including employees, vendarsd customers, provide access to
immediate financing, and allow the Debtor to retagrtain advisors to assist it with the
administration of the Chapter 11 Case. At a hgatweld on September 9, 2021, the
Bankruptcy Court granted the Debtor’s initial respisefor relief, as discussed below.

1. Procedural Orders

To facilitate a smooth and efficient administratointhe Chapter 11 Case and minimize
the impact to daily business operations, the Bagrtksu Court entered certain “procedural”
orders by which the Bankruptcy Court (a) confirmihg Debtor may operate its business and
has the protections of the automatic stay underBéekruptcy Code [Docket No. 48], (b)
establishing procedures for notifying its creditofsthe commencement of the chapter 11 case
[Docket No. 47], and (c) extending the time to flehedules, statements of financial affairs,
and Rule 2015.3 Financial Reports [Docket No. 64].

In addition to the aforementioned procedural ordamered during the Debtor’s first

day hearing on September 9, 2021, the BankruptaytGubsequently, at the Debtor’s second
day hearing on September 30, 2021, entered twdi@atli procedural orders (a) implementing
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certain notice and case management procedures @Dolk. 124] and (b) establishing
procedures for interim compensation and reimburseraé expenses of professionals [Docket
No. 125].

2. Operational Orders

Recognizing that any interruption of the Debtorissiness, even for a brief period of
time, would negatively impact its operations, cuo relations, revenue, and profits, while
seeking to facilitate the stabilization of its mesis and effectuate a smooth transition as debtor
in possession, the Debtor sought and obtained ®@éhorizing it, on an interim basis, to:

* Maintain its existing cash management systems [Boblo. 52];

» Continue prepetition insurance programs and paylallbations in respect of
those prepetition insurance programs [Docket Ng, 61

* Maintain customer programs and honor its prepetitbligations arising under
or relating to those customer programs [Docket 6&].

» Pay prepetition claims of certain critical and fgrevendors [Docket No. 60];

» Pay for the postpetition delivery of goods and sess ordered prepetition and
pay undisputed postpetition obligations in the ady course of business
[Docket No. 63];

* Enter into, continue performance and provide credjiport under hedging and
derivative contracts [Docket No. 59];

» Pay prepetition wages, salaries and other compensatimbursable employee
expenses and employee medical and similar bernBiisket No. 49];

* Appoint John F. Reid to act as foreign represergain a local Philippines
foreign proceedings [Docket No. 50]; and

» Pay certain prepetition taxes and fees [Docket ).

Following the Bankruptcy Court’s interim approvdltbe operational orders during the
hearing held on September 9, 2021, the BankruptoyrtC at a hearing on September 30,
2021, entered Final Orders approving such motiotise( than the cash management motion,
for which a second interim order was entered).addition, the Debtor sought and obtained at
the hearing on September 30, 2021 a final ordehilpitmg the Debtor’s utility providers from
altering, refusing, or discontinuing utility sereg and establishing procedures for determining
adequate assurance of payment [Docket No. 126].

3. DIP Financing

In addition to the Debtor’s initial procedural angerational relief, the Debtor filed a
motion on the Petition Date seeking authority tsuea adequate access to liquidity during its
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Chapter 11 Case. The Debtor’s primary sourcenaintting during its Chapter 11 Case is the
DIP Facility.

The Debtor sought and obtained approval of delntgreissession financing (th®IP
Facility”) provided by certain of its direct and indiregjuity holders in the aggregate principal
amount of $505 million (theDIP Commitments,” and the loans made thereunder, tBdP
Loans’). The DIP Facility consists of (i) a Tranche Aulthdraw term loan facility (the
“Tranche A DIP Facility”) in an aggregate principal amount of $250 milli¢firanche A
DIP Commitment,” and collectively the loans made thereunder,“fh@anche A DIP Loans’,
and together with related obligations incurred urtthe Tranche A DIP Facility, theTtanche
A DIP Obligations™); and (i) a Tranche B multi-draw term loan fétgil(the “Tranche B DIP
Facility”) in an aggregate principal amount of $255 millgiranche B DIP Commitment,”
and collectively the loans made thereunder, fhariche B DIP Loans and together with
related obligations incurred under the Tranche BP DFacility, the Tranche B DIP
Obligations”).

On September 10, 2021, the Bankruptcy Court entaredhterim order [Docket No.
58] approving the DIP Facilty on an interim baaisd authorizing the Debtor to incur $20
million of the Tranche A DIP Facility in a singleadv thereunder, and on September 30, 2021,
the Bankruptcy Court entered a Final Order [Dodket 123] approving the DIP Facility on a
final basis in the full amount of the DIP Commitrt&en As of October 31, 2021, the DIP
Commitments will be fully drawn.

Pursuant to the terms of the DIP Facility and thE Drder, the Debtor had the option
to convert (i) the Tranche A DIP Loans into unseduexit financing, and (ii) the Tranche B
DIP Loans into equity of the reorganized Debtorlien of repaying the DIP Facility in full on
the Effective Date (the Conversion Options). The Conversion Options were key
components in reaching agreement among those sldket that signed on to the
Restructuring Support Agreements and agreed taveedestributions of common equity in the
reorganized Debtor in exchange for certain of theapetition claims. Additionally, exercising
the Conversion Options will preserve the Debtositlity options and lower the barriers to
exiting chapter 11.

Accordingly, the Debtor has determined to exertise Conversion Options pursuant to
the Plan. As set forth above, the Tranche A DIRIliBawill convert to unsecured debt
maturing approximately 5 years after the anticigaidfective Date, and the Tranche B DIP
Facility will convert into 79.5% of the New Comm@&tock of the Reorganized Debtor, which,
as demonstrated by the Valuation Analysis attadtedto as Exhibit E represents the amount
of the Claims arising under the Tranche B DIP Loans

4. Approval of the Restructuring Support Agreements

On September 30, 2021, the Bankruptcy Court hdidaaing where it approved several
motions related to the Restructuring Support Ages@sl In particular, the Bankruptcy Court
entered orders approving the following motions:
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e Motion to Assume and Perform Under the Restructurip Support
Agreements Pursuant to this order, the Bankruptcy Court aped the
Restructuring Support Agreements and authorizedD#tgtor to comply with its
various obligations under the Restructuring Suppagteements [Docket No.
130].

* Motion for Entry of an Order Authorizing the Debtor to Enter Into and
Perform Under Usage Stipulations Between the Debtasand Counterparties
Concerning Certain Aircraft and Engines. Pursuant to this order, the
Bankruptcy Court approved numerous Usage Stipuiatiovith certain
Supporting Creditors which govern the Debtor's usk certain aircraft
equipment during the Chapter 11 Case and resolyeadequate protection
claims of the applicable Supporting Creditor [Dack. 128].

* Motion for Entry of an Order Authorizing the Debtor to Enter Into and
Perform Under Rejection Stipulations and Super-SoftLanding Stipulations
Between the Debtor and Counterparties Concerning Gtain Equipment
Leases Pursuant to this order, the Bankruptcy Court aped [19] stipulations
with certain Supporting Creditors that govern tb@sensual rejection of aircraft
leases and the return of the related aircraft egemp that are not needed for
the Debtor’s long term business plan [Docket N29]1

* Motion to Seal Certain Portions of the Restructurirg Support Agreements
In light of the confidential and sensitive naturé agrtain provisions in the
Restructuring Support Agreements, the Bankruptcyrtcentered an order
allowing the Debtor to file certain portion undexakand file redacted versions
of certain exhibits on the public docket [Docket.N@31].

5. Foreign Recognition Proceedings

On September 24, 2021, John F. Reid, the Debt@sgydated foreign representative,
fled a petition with the Republic of the Philipp® Regional Trial Court requesting that the
court extend foreign recognition to the ChapterChlke in the United States. The petition was
docketed as SP PROC. No. R-PSY-21-01799-SP anesidpd over by Judge Wilhelmina B.
Jorge-Wagan. The Philippine court held a summaarihng on October 4, 2021, where the
Debtor presented certified orders from the Banlay@ourt confirming the commencement of
the Chapter 11 Case and its expert witness, Kyte ©f Togut, Segal & Segal LLP, testified
regarding the relevant provisions of the Bankrug@ode and the application of the automatic
stay outside of the United States.

On October 5, 2021, the Philippine court, findirwatt the Debtor demonstrated an
urgent need to protect its assets, issued an aerting provisional relief to (i) stay the
enforcement or collection of any and all claimscogditors against the Debtor and (i) suspend
any proceeding or action by creditors against teétdr or its property. The provisional relief
is effective until the Philippine court reaches imalf decision on the petition for foreign
recognition, for which a hearing was held on Octo8ge 2021. On October 25, 2021, the
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Philippine court entered an order (1) granting pletition for recognition of the Chapter 11
Case and (2) giving force and effect to the ChapterCase and any and all orders of the
Bankruptcy Court.

B. Debtor's Schedules and Statement of Financial Affes

On October 18, 2021, the Debtor filed its schedwésassets and liabilities (the
“Scheduled) [Docket No. 202] and statements of financiabaff (the Statements) [Docket
No. 203] detailing known claims against the Delaod certain other disclosures required by
the Bankruptcy Rules.

C. Retention of Professionals

During the course of its Chapter 11 Case, the Debtwained Bankruptcy Court
approval to retain Professionals to assist in aagrgut its duties as debtor in possession and
to represent its interests in the Chapter 11 C&Specifically, the Bankruptcy Court entered
orders granting the Debtor’s applications seekmgetain the following professionals:

* Debevoise & Plimpton LLP, as counsel [Docket No9]21

* Norton Rose Fulbright US LLP and Norton Rose FgluriLLP, as special
aircraft counsel [Docket No. 218];

» Kurtzman Carson Consultants LLC, as claims andcimgtiagent [Docket No.
46] and administrative advisor [Docket No. 217]dan

e Seabury Securities LLC and Seabury Internationatp@a@te Finance LLC
Group, as financial advisor and investment bankercket No. 220].

In addition to these professionals, the Debtor dlas retained additional professionals
as “ordinary course professionals” to advise theith wespect to certain of the Debtor’s daily
business operations, including pending litigatioatters and the Debtor’'s non-Debtor foreign
affiliates and subsidiaries, pursuant to the Omgindourse Professional Order [Docket No.
127].

D. Solicitation Procedures

Before soliciting acceptances of a proposed chapteplan of reorganization, section
1125 of the Bankruptcy Code requires a debtor apare a disclosure statement that contains
information of a kind, and in sufficient detail, fermit a hypothetical reasonable investor to
make an informed judgment regarding acceptance hef plan of reorganization. The
Bankruptcy Court entered an order approving this Disclosure Statement on [e], 2021; [Docket
No. o] (the “Disclosure Statement Ordef), as well as approving, among other things, l{g t
dates, procedures and forms applicable to the psooé soliciting votes on and providing
notice of the Plan and certain vote tabulation pduces, (ii) establishing the deadline for filing
objections to the Plan and (iii) scheduling the f@éoration Hearing. The Disclosure Statement
Order is attached hereto as Exhibit B.
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ARTICLE V.

SUMMARY OF PLAN

This Section of the Disclosure Statement summartbes Plan. This summary is
gualified in its entirety by reference to the Plan.

A. Administrative Expense Claims, DIP Claims, Professinal Fee Claims, and
Priority Tax Claims

1. Administrative Expense Claims

The Plan provides that, except to the extent thadlder of an Allowed Administrative
Expense Claim (other than a Professional Fee Ctair®IP Claim) agrees to less favorable
treatment, each holder of an Allowed Administratiwegpense Claim (other than a Professional
Fee Claim or DIP Claim) shall receive, in full afidal satisfaction, settlement, release, and
discharge of, and in exchange for, such Claim, dashn amount equal to such Allowed
Administrative Expense Claim on, or as soon theéeeafs is reasonably practicable, the later of
(a) the Effective Date, and (b) the first Busin€ssy after the date that is 30 calendar days
after the date such Administrative Expense Claicobees an Allowed Administrative Expense
Claim; provided that any Allowed Administrative Expense Claims resenting liabilities
incurred in the ordinary course of business by Dlebtor shall be paid by the Debtor or the
Reorganized Debtor, as applicable, in the ordir@yrse of business, consistent with past
practice and in accordance with the terms and sult@ the conditions of any course of
dealing or agreements governing, instruments ewidgnor other documents relating to such
transactions.

Except as otherwise provided in the Plan, requéstspayment of Administrative
Expense Claims (other than DIP Claims, Professiéiea Claims, and Administrative Claims
based on liabilities incurred by the Debtor frond aadter the Petition Date in the ordinary
course of its business) must be filed and servedhenReorganized Debtor on or before the
date that is 45 days after the Effective Date. ddid of Administrative Expense Claims that
are required to, but do not, file and serve a regder payment of such Administrative
Expense Claims by such date shall be forever baestbpped, and enjoined from asserting
such Administrative Expense Claims against the @rebt its property and such Administrative
Expense Claims shall be deemed discharged as otffeetive Date. Objections to any
Administrative Expense Claims must be filed andvegron counsel for the Reorganized
Debtor and the requesting party no later than 2éndar days after the filing of the final
request for payment of the Administrative Expen&anC(unless otherwise agreed by the party
seeking such Administrative Expense Claim).

2. Professional Fee Claims

The Plan provides that all entities seeking an dwiay the Bankruptcy Court of
Professional Fee Claims shall file and serve omselufor the Reorganized Debtor, the U.S.
Trustee, and such other Entities who are desigrtayetie Bankruptcy Rules, the Confirmation
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Order, or other order of the Bankruptcy Court, arbefore the date that is 45 days after the
Effective Date, their respective final applicatiofes allowance of compensation for services
rendered and reimbursement of expenses incurred thhe Petition Date through the Effective
Date. Objections to any Professional Fee Claimstrbe filed and served on counsel for the
Reorganized Debtor and the requesting party no tatn 21 calendar days after the filing of
the final applications for compensation or reimeuanent (unless otherwise agreed by the party
requesting compensation of a Professional Fee Llaim

Under the Plan, all Allowed Professional Fee Claghall be paid in full, in Cash, in
such amounts as are Allowed by the Bankruptcy Céajrtupon the later of (i) the Effective
Date, and (ii) the date upon which an order regjptio any such Allowed Professional Fee
Claim is entered, in each case, as soon as redgqmabticable, or (b) upon such other terms
as may be mutually agreed upon between the hollmuch an Allowed Professional Fee
Claim and the Debtor or the Reorganized Debtora@slicable. On or about the Effective
Date, holders of Professional Fee Claims shall idewa reasonable estimate of their unpaid
Professional Fee Claims incurred in rendering sesvito the Debtor or its Estate as of the
Effective Date;jprovided that such estimate shall not be deemed to lineitaimount of the fees
and expenses that are the subject of the Profedsioaquest for payment of Professional Fee
Claims. The Debtor or the Reorganized Debtor ghitller escrow or separately reserve for
and segregate such estimated amounts for the befhdfe holders of the Professional Fee
Claims until the fee applications related therete @esolved by order of the Bankruptcy Court
or agreement of the parties.

The Plan would authorize the Reorganized Debtopdag compensation for services
rendered or reimbursement of expenses incurred tieEffective Date in the ordinary course
of business and without any further notice to aioa¢ order, or approval of the Bankruptcy
Court. Upon the Effective Date, any requiremert tArofessionals comply with sections 327
through 331 and 1103 of the Bankruptcy Code or armger of the Bankruptcy Court
governing the retention of, or compensation forvises rendered by, Professionals shall
terminate, and the Debtor and the Reorganized Deb&y employ or pay any Professional in
the ordinary course of business without any furthetice to or action, order, or approval of
the Bankruptcy Court.

3. Priority Tax Claims

The Plan provides that, except to the extent thholder of an Allowed Priority Tax

Claim agrees to a less favorable treatment, inafudl final satisfaction, settlement, release, and
discharge of, and in exchange for, each Allowedryi Tax Claim, each holder of such
Allowed Priority Tax Claim shall be treated in aodance with the terms set forth in section
1129(a)(9)(C) of the Bankruptcy Code and, for theidance of doubt, holders of Allowed
Priority Tax Claims will receive interest on sucHloived Priority Tax Claims after the
Effective Date in accordance with sections 511 ah&9(a)(9)(C) of the Bankruptcy Code.
To the extent any Allowed Priority Tax Claim is ndte and owing on the Effective Date,
such Claim shall be paid in accordance with thenseof any agreement between the Debtor
and the holder of such Claim, or as may be duepaydble under applicable non-bankruptcy
law, or in the ordinary course of business.
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4. DIP Claims

The Plan provides that all DIP Claims shall be wWial in the full amount due and
owing under the DIP Credit Facility Documents ahd DIP Order and the DIP Claims shall
not be subject to any avoidance, reduction, seto#coupment, recharacterization,
subordination (equitable, contractual or otherwisepunterclaim, defense, disallowance,
impairment, objection or any challenges under apple law or regulation.

(a) Treatment of DIP Tranche A Claims.

In full and final satisfaction, settlement, releaaad discharge of, and in exchange for,
each Allowed DIP Tranche A Claim, on the Effectdate in connection with the Debtor’s
election to exercise the Tranche A Conversion kacpursuant to Section 5.3 of the Plan,
each Allowed DIP Tranche A Claim shall be converteda cashless basis to unsecured loans
in an amount equal to such DIP Tranche A Claim,ctvhinsecured loans shall be deemed
outstanding as of the Effective Date under the tnssl Exit Facility.

(b) Treatment of DIP Tranche B Claims.

In full and final satisfaction, settlement, releaaad discharge of, and in exchange for,
each Allowed DIP Tranche B Claim, on the Effectbate in connection with the Debtor’s
election to exercise the Tranche B Conversion Blecpursuant to Section 5.3 of the Plan,
each DIP Tranche B Lender who is a holder of aowdid DIP Tranche B Claim shall receive
its pro rata share of 79.5% of the New Common Sisslted under the Plan.

(c) Treatment of DIP Reimbursement Claims.

The Plan provides that, except to the extent thablder of a DIP Reimbursement
Claim agrees to less favorable treatment of sualmClin full and final satisfaction, settlement,
release, and discharge of each DIP Reimbursemexitn Gind in exchange therefor, each
Holder of a DIP Reimbursement Claim shall receiagnpent in full in Cash on the Effective
Date or as soon as reasonably practicable thereafte

5. United States Trustee's Fees

On or before the Effective Date, the Debtor shalf pll accrued and outstanding fees
incurred pursuant to section 1930 of chapter 128tlef 28 of the United States Code to the
Office of the United States Trustee, together \aitly interest, if any, pursuant to section 3717
of title 31.

B. Classification of Claims and Interests
1. Classification in General

Under the Plan, a Claim or Interest is placed ipaaticular Class for all purposes,
including voting, confirmation, and Distribution der the Plan and under sections 1122 and
1123(a)(1) of the Bankruptcy Codgrovided that a Claim or Interest is placed in a particular
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Class for the purpose of receiving Distributiongsmant to the Plan only to the extent that
such Claim or Interest is an Allowed Claim or AlledInterest in that Class and such Allowed
Claim or Allowed Interest has not been satisfiedeased, or otherwise settled.

2. Summary of Classification of Claims and Interests

The following table designates the Classes of Glagainst and Interests in the Debtor
and specifies which of those Classes are (a) lmpar Unimpaired by the Plan, (b) entitled to
vote to accept or reject the Plan in accordanchk section 1126 of the Bankruptcy Code, and
(c) presumed to accept or deemed to reject the Rlaraccordance with section 1123(a)(1) of

the Bankruptcy Code, Administrative Expense Clafmsluding DIP Claims) and Priority Tax
Claims have not been classified.

Class Designation Treatment Entitled to Vote
1 Priority Non-Tax Claims Unimpaired No (Presumed toegpt)
2 Other Secured Claims Unimpaired No (Presumed topficce
3 General Unsecured Claims Impaired Yes
4 General Unsecured Trade Claims Unimpairgd No (Predumaccept)
5 Employee Claims Unimpaired No (Presumed to accept)
6 Customer Claims Unimpaired No (Presumed to accept)
7 Intercompany Claims Unimpaired No (Presumed to dgcep
8 Existing Equity Interests Impaired No (Deemed t@chj

3. Special Provision Governing Unimpaired Claims

Except as otherwise provided in the Plan, nothindeu the Plan shall affect the rights
of the Debtor or the Reorganized Debtor, as afpécan respect of any Unimpaired Claims,
including all rights in respect of legal and eqgoliéadefenses to, or setoffs or recoupments
against, any such Unimpaired Claims.

4, Confirmation Pursuant to Section 1129(b) of the Bakruptcy Code

The Plan contemplates that the Debtor shall see¥i@ation of the Plan pursuant to
section 1129(b) of the Bankruptcy Code with resptectany rejecting Class of Claims or
Interests. The Debtor reserves the right to maithéy Plan in accordance with Section 12.5 of
the Plan (subject to the Restructuring Support Agmwnts) to the extent, if any, that
Confirmation pursuant to section 1129(b) of the Baptcy Code requires modification,
including by (a) modifying the treatment applicabtea Class of Claims or Interests to render
such Class of Claims or Interests Unimpaired toekient permitted by the Bankruptcy Code

and the Bankruptcy Rules and (b) withdrawing thenRis to the Debtor at any time before the
Confirmation Date.
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C. Treatment of Claims and Interests
1. Priority Non-Tax Claims (Class 1)
(a) Classification: Class 1 consists of Priority Non-&x Claims.

(b)  Treatment: Except to the extent that a holder of an Allowed
Priority Non-Tax Claim against the Debtor agreestless favorable treatment of such Claim,
in full and final satisfaction, settlement, releaaed discharge of, and in exchange for, such
Allowed Priority Non-Tax Claim, at the option ofelDebtor or the Reorganized Debtor, as
applicable, (i) each such holder shall receive maymn Cash in an amount equal to the
Allowed amount of such Claim, payable on the latkthe Effective Date and the date that is
10 Business Days after the date on which such iBribion-Tax Claim becomes an Allowed
Priority Non-Tax Claim, or as soon thereafter aselasonably practicable, (i) such holder’s
Allowed Priority Non-Tax Claim shall be Reinstateat, (i) such holder shall receive such
other treatment consistent with section 1129(af®PYhe Bankruptcy Code so as to render
such holder’'s Allowed Priority Non-Tax Claim Unimped.

(©) Voting: Class 1 is Unimpaired, and the holders of PrioNgn-
Tax Claims are conclusively presumed to have aecefite Plan pursuant to section 1126(f) of
the Bankruptcy Code. Therefore, holders of PgoNbn-Tax Claims are not entitled to vote
to accept or reject the Plan, and the votes of swdtters will not be solicited.

2. Other Secured Claims (Class 2)

(a) Classification: Class 2 consists of Other Securedlaims. To
the extent that Other Secured Claims are securatiffeyent Collateral or different interests in
the same Collateral, such Claims shall be treaseskeparate subclasses of Class 2 for purposes
of voting to accept or reject the Plan and recgiinstributions under the Plan.

(b) Treatment: Except to the extent that a holder of an Allowed
Other Secured Claim against the Debtor agreesléssafavorable treatment of such Claim, in
full and final satisfaction, settlement, releasad alischarge of, and in exchange for, such
Allowed Other Secured Claim, at the option of thebfidr or the Reorganized Debtor, as
applicable, (i) each such holder shall receive manmn Cash in an amount equal to the
Allowed Amount of such Claim, payable on the latéithe Effective Date and the date that is
10 Business Days after the date such Other SedCisch becomes an Allowed Claim, or as
soon thereafter as is reasonably practicableRéinstatement of such holder’s Allowed Other
Secured Claim, or (iii) such other treatment sigfit to render such holder’'s Allowed Other
Secured Claim Unimpaired. In the event that aneO®ecured Claim against the Debtor is
treated under clause (i) of Section 4.2(b) of thenPthe Liens securing such Other Secured
Claim shall be deemed released immediately upomealy

() Voting: Class 2 is Unimpaired, and the holders of Otheu&est
Claims are conclusively presumed to have accepted’tan pursuant to section 1126(f) of the
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Bankruptcy Code. Therefore, holders of Other SstuClaims are not entitled to vote to
accept or reject the Plan, and the votes of su@detowill not be solicited.

3. General Unsecured Claims (Class 3)
(a) Classification: Class 3 consists of General Unseed Claims.

(b) Treatment: Except to the extent that a holder of an Allowed
General Unsecured Claim agrees to a less favotedd¢ment of such Claim or has been paid
before the Effective Date, on and after the EffectDate, in full and final satisfaction,
settlement, release, and discharge of, and in egehtor, such Claim, such holder will receive
its Pro Rata share of the Unsecured New Equitycation. In connection with the Debtor’s
exercise of the Tranche A Conversion Option andTitenche B Conversion Option pursuant
to Section 5.3 of the Plan, the DIP Lenders haveetyyto waive and, thereby, receive no
recovery on account of their General Unsecuredr@lagainst the Debtor.

(©) Voting: Class 3 is Impaired, and the holders of General
Unsecured Claims are entitled to vote to accepepct the Plan.

4, General Unsecured Trade Claims (Class 4)

(a) Classification: Class 4 consists of General Unsaed Trade
Claims.

(b)  Treatment: Except to the extent that a holder of a General
Unsecured Trade Claim agrees to a less favorabsnient of such Claim or has been paid
before the Effective Date, on and after the EffectDate, in full and final satisfaction,
settlement, release, and discharge of, and in egehdor, such Claim, (i) the Reorganized
Debtor shall continue to pay or treat each Gendradecured Trade Claim in the ordinary
course of business as if the Chapter 11 Case has heen commenced, or (ii) such holder
will receive such other treatment so as to rendeh sholder’s Allowed General Unsecured
Trade Claim Unimpaired pursuant to section 1124thef Bankruptcy Code, in each case
subject to all defenses or disputes the Debtor thiedReorganized Debtor may have with
respect to such Claims, including as provided icctiSe 6.17 of the Planprovided that,
notwithstanding the foregoing, the Allowed amouftGeneral Unsecured Trade Claims shall
be subject to and shall not exceed the limitationsmaximum amounts permitted by the
Bankruptcy Code, including sections 502 or 503 loé Bankruptcy Code, to the extent
applicable.

(©) Voting: Class 4 is Unimpaired, and the holders of Allowed
General Unsecured Trade Claims are conclusivelyuoned to have accepted the Plan pursuant
to section 1126(f) of the Bankruptcy Code. Themefdolders of Allowed General Unsecured
Trade Claims are not entitled to vote to acceptrgect the Plan, and the votes of such
holders will not be solicited.
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5. Employee Claims (Class 5)
(a) Classification: Class 5 consists of Employee Clasn

(b)  Treatment: Except to the extent that a holder of an Employee
Claim agrees to a less favorable treatment of €ilaim or has been paid before the Effective
Date, all Employee Claims shall be paid, adjusthksiputed, or settled, in the ordinary course
of business after the Effective Date.

(©) Voting: Class 5 is Unimpaired, and the holders of Employee
Claims are conclusively deemed to have acceptedPllne pursuant to section 1126(f) of the
Bankruptcy Code. Therefore, holders of Employesin®d are not entitled to vote to accept or
reject the Plan, and the votes of such holdersneillbe solicited.

6. Customer Claims (Class 6)
(a) Classification: Class 6 consists of Customer Claisn

(b)  Treatment: Except to the extent that a holder of a Customer
Claim agrees to a less favorable treatment of €ilaim or has been paid before the Effective
Date, all Customer Claims shall be paid, adjustishuted, or settled, in the ordinary course of
business after the Effective Date in accordancé waity settlements or orders issued by the
applicable courts or regulatory authorities.

(c) Voting: Class 6 is Unimpaired, and the holders of Customer
Claims are conclusively deemed to have acceptedPldne pursuant to section 1126(f) of the
Bankruptcy Code. Therefore, holders of Customeain@ are not entitled to vote to accept or
reject the Plan, and the votes of such holdersnaiilbe solicited.

7. Intercompany Claims (Class 7)
(@) Classification: Class 7 consists of Intercompany I@&ims.

(b)  Treatment: On the Effective Date, or as soon as practicable
thereafter, all Intercompany Claims shall be padjusted, continued, settled, Reinstated,
discharged, contributed to capital, or eliminatedeach case to the extent determined by the
Debtor or the Reorganized Debtor, as applicablejestito the Restructuring Transactions.

(c) Voting: Class 7 is Unimpaired, and the holders of Intercamgp
Claims are conclusively deemed to have acceptedPllne pursuant to section 1126(f) of the
Bankruptcy Code. Therefore, holders of Intercorgp&aims are not entitled to vote to
accept or reject the Plan, and the votes of sutdet®will not be solicited.
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8. Existing Equity Interests (Class 8)
(@) Classification: Class 8 consists of Existing Equjtinterests.

(b)  Treatment: Holders of Existing Equity Interests shall not
receive any property under the Plan on accountuch €xisting Equity Interests.On the
Effective Date, or as soon as practicable thereafte accordance with applicable non-
bankruptcy law, Holders of Existing Equity Inteesthall have their Existing Equity Interests
diluted to 0.001% of the number and value of suthrests as of the Petition Date .

(c) Voting: Class 8 is Impaired, and the holders of Existingligyq
Interests are conclusively deemed to have rejeittedPlan pursuant to section 1126(g) of the
Bankruptcy Code on account of receiving a nomingtridution. Therefore, holders of
Existing Equity Interests are not entitled to videaccept or reject the Plan, and the votes of
such holders of Existing Equity Interests will rim# solicited.

D. Means for Implementation
1. Compromise of Controversies

Pursuant to section 1123(b)(3)(A) of the BankrupBimde and Bankruptcy Rule 9019,
and in consideration for the distributions and otbenefits provided under the Plan, the
provisions of the Plan constitute a good-faith coonise and settlement of all Claims and
controversies resolved under the Plan, and the efitthe Confirmation Order shall constitute
the Bankruptcy Court’'s approval of such compronase settlement under Bankruptcy Rule
9019, and the Bankruptcy Court’s findings shall stdate its determination that such
compromises and settlements are within the rangeasfonableness, in the best interests of the
Debtor, its estate, its creditors, and other psditieinterest, and fair and equitable. Each
provision of the Plan constitutes a part of thistlsment that is non-severable from the
remaining terms of the Plan.

2. Sources of Cash for Plan Distribution

Except as otherwise provided in the Plan or Comfirom Order, all Cash required for
the payments to be made hereunder shall be obt&ioedthe Debtor’'s and the Reorganized
Debtor’s operations and cash balances and the &ké&ixit Facility.

3. Exercise of the Equity Conversion Elections.

Pursuant to the Plan, the Debtor elects, in ite d@cretion, to exercise the Tranche A
Conversion Election and the Tranche B Conversiattifin. The Debtor’s election shall take
effect on the Effective Date of the Plan, and sbkalhstitute notice to the DIP Lenders as
required by sections 1.8 and 1.9 of the DIP Créditeement and no other or further notice
shall be required.
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4. Restructuring Expenses

To the extent not otherwise paid and notwithstapdamy contrary limitations or
conditions to such payment in an order of the Baptay Court other than the Confirmation
Order, the Debtor or the Reorganized Debtor, adicapfe, shall promptly pay outstanding
and invoiced Restructuring Expenses on the Effecihate;provided that such Restructuring
Expenses shall be paid in accordance with the tefntse Restructuring Support Agreements
without the requirement for the filing of retenti@pplications, fee applications, or any other
applications in the Chapter 11 Case, and withowt aaguirement for further notice or
Bankruptcy Court review or approval.

5. Continued Corporate Existence; Corporate Action.

(@) Except as otherwise provided in the Plan or anyeeament,
instrument, or other document incorporated in tfen Br the Plan Supplement (including the
Restructuring Transactions), on the Effective D#te, Debtor shall continue to exist after the
Effective Date as a separate corporation withhal powers of a corporation pursuant to the
applicable law in the jurisdiction in which the Debis incorporated or formed and pursuant to
the certificate of incorporation and by-laws (oh&t analogous formation documents) in effect
before the Effective Date, except to the extenhstertificate of incorporation or bylaws (or
other analogous formation documents) is amendetthdylan or otherwise, and to the extent
any such document is amended, such document isedetarbe amended pursuant to the Plan
and will be effective without any further action approval (other than any requisite filings
required under applicable state, federal, or fordayv).

(b)  On the Effective Date, the Reorganized Debtor aitidthe
holders of the New Common Stock shall be deemebetparties to the New Stockholders’
Agreement, substantially in the form containedhe Plan Supplement, without the need for
execution by any such holder. The New Stockholdaggeement shall be binding on all
parties receiving, and all holders of, New Commaaock.

(©) On the Effective Date, entry of the Confirmationd®r shall
establish conclusive corporate and other authdoitdemonstrate all actions contemplated by
the Plan to be deemed authorized and approved dyB#nkruptcy Court in all respects,
including, as applicable: (i) the adoption andMing of the Amended Organizational
Documents and the New Stockholders’ Agreement (tiaerial terms of which shall be
satisfactory in form and substance to the DIP TmanB Lenders); (i) the selection of the
directors, managers, and officers for the Reorgah2ebtor, including the appointment of the
New Board; (ii) the authorization, issuance, amstrdbution of New Common Stock and the
shares of New Common Stock; (iv) the rejectiorsua®tion, or assumption and assignment,
as applicable, of executory contracts and unexgeases; (v) the entry into the Exit Facilities
and the execution, delivery, and filing of the BEXacility Documents, as applicable;
(vi) implementation of the Restructuring Transaasipand (vii) all other actions contemplated
by the Plan (whether to occur before, on, or after Effective Date). Upon the Effective
Date, all matters provided for in the Plan invodvithe corporate structure of Reorganized
Debtor, and any corporate action required by thet@eor the other Reorganized Debtor in
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connection with the Plan shall be deemed to haweiroed and shall be in effect, without any
requirement of further action by the security hoddedirectors, or officers of the Debtor or
Reorganized Debtor. On or (as applicable) befbeeEffective Date, the appropriate officers
of the Debtor, or the Reorganized Debtor shall biha@ized and (as applicable) directed to
issue, execute, and deliver the agreements, dod¢syrsacturities, and instruments contemplated
by the Plan (or necessary or desirable to effeettta# Restructuring Transactions) in the name
of and on behalf of the Reorganized Debtor, incigdhe Exit Facility Documents and any and
all other agreements, documents, and instrumefdating to the foregoing, to the extent not
previously authorized by the Bankruptcy Court. Tlaeithorizations and approvals
contemplated by the Plan shall be effective nostéthding any requirements under
non-bankruptcy law.

6. Exit Facilities

(a) On or after the Effective Date, in accordance wahgd subject
to, the terms and conditions of the Secured ExtliiaDocuments, the Reorganized Debtor
will be authorized, but not directed, to enter ithe Secured Exit Facility without the need for
any further corporate action and without furtheticac by the holders of Claims or Interests.
The proceeds of the Secured Exit Facility if exedutshall be used to (i) fund other
Distributions, costs, and expenses contemplatedhbyPlan and (i) fund general working
capital and for general corporate purposes of teerganized Debtor, in each case subject to
the terms of the Secured Exit Facility Documents.

(b)  The Confirmation Order shall constitute approval tbé Exit
Facilities (including the transactions contemplatbeéreby and all payments contemplated
thereunder, and all actions to be taken, undegakio be made, and obligations to be incurred
and fees paid by the Reorganized Debtor in corowedherewith), and authorization for the
Reorganized Debtor to enter into and perform urter Exit Facility Documents and such
other documents and make such payment and any p#yenent in connection therewith as
may be required or appropriate. Without limitirge tforegoing, the Reorganized Debtor shall
pay, as and when due, all fees, expenses, losaesmges, indemnities and other amounts,
including any applicable refinancing premiums apgliaable exit fees, provided under the DIP
Credit Facilty Documents related to the DIP Creéhacility and/or the Exit Facilities
Documents relating to such Exit Facilities.

(©) If the Reorganized Debtor elects to proceed with 8ecured

Exit Facilty Documents, which shall be substaiytiain the terms and conditions set forth in
the Restructuring Term Sheet, all Liens and secuniterests granted pursuant to the Exit
Facility Documents shall be (i) valid, binding, feeted, and enforceable Liens and security
interests in the personal and real property desdrib and subject to such document, with the
priorities established in respect thereof underlieggge non-bankruptcy law, (i) granted in

good faith and deemed not to constitute a fraudutemveyance or fraudulent transfer, and
(i) not otherwise subject to avoidance, rechaszation, or subordination under any
applicable law. Each of the Debtor, the Reorgahiebtor, and the Entities granted such
Liens and security interests are authorized to nadk#ings and recordings, and to obtain all

governmental approvals and consents necessaryabligls, attach, and perfect such Liens and
security interests under any applicable law, arall shereafter cooperate to make all other
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filings and recordings that otherwise would be ssaey under applicable law to give notice of
such Liens and security interests to third parties.

(d)  The Reorganized Debtor shall be authorized to dredaieliver,
and enter into and perform under the Exit Faciiycuments without the need for any further
corporate action and without further action by hHmdders of Claims or Interests.

7. Authorization and Issuance of New Common Stock

(a) As of the Effective Date, all existing intereststie Debtor shall
be diluted by reducing the par value of the Exgstitquity Interests to approximately 1/1000th
of the amounts as of the Petition Date. Subjecth® Restructuring Transactions, on the
Effective Date, the Debtor or the Reorganized Delds applicable, are authorized to issue or
cause to be issued and shall issue the New Comnaoak $ accordance with the terms of the
Plan and the Amended Organizational Documents,owitbhe need for any further corporate
or shareholder action. Upon the issuance of thes l@mmon Stock, the par value and
amount of the Existing Equity Interests shall bentlincreased to align with the par value of
the New Common Stock, resulting in such ExistinguiBq Interests having only nominal
economic value.

(b)  All of the New Common Stock issuable under the Plaginen so
issued, shall be duly authorized, validly issuedly fpaid, and non-assessable, and the holders
of New Common Stock shall be deemed to have acddpteterms of the New Stockholders’
Agreement (solely in their capacity as shareholdérReorganized Debtor) and to be parties
thereto without further action or signature. ThewN Stockholders’ Agreement shall be
effective as of the Effective Date and, as of sdate, shall be deemed to be valid, binding,
and enforceable in accordance with its terms, awth éolder of New Common Stock shall be
bound thereby.

(c) Upon the Effective Date, (i) the New Common Stobkllsnot be
registered under the Securities Act of 1933, arall stot be listed for public trading on any
securities exchange, and (i) the Reorganized Dettall not be a reporting company under
the Exchange Act. Except as provided in the Plarthe Confirmation Order, the New
Common Stock to be distributed under the Plan $fmalssued in the names of such holders or
their nominees in accordance with the Debtor’slstaad transfer book-entry procedures.

8. Exemption from Registration

(a) The offer, issuance, and distribution of the Newr@wn Stock
hereunder shall be exempt, pursuant to section bt4be Bankruptcy Code, if applicable, or
other available exemptions without further act otiam by any Entity, from registration under
(i) the Securities Act of 1933, as amended, andralés and regulations promulgated
thereunder, and (ii) any state or local law reqgirregistration for the offer, issuance, or
distribution of Securities.

(b) The New Common Stock shall be issued without reggisin
under the Securities Act or any similar federaftestor local law in reliance on available
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exemptions or section 1145(a) of the Bankruptcy eCaahd, if applicable, shall be freely

tradable by the recipients thereof, subject toth® provisions of section 1145(b)(1) of the
Bankruptcy Code relating to the definition of andarwriter in section 2(a)(11) of the

Securities Act of 1933; (i) compliance with anylesi and regulations of the Securities and
Exchange Commission, if any, applicable at the tohany future transfer of such securities or
instruments; and (iii) any applicable regulatorypmgval.

(c) Notwithstanding anything to the contrary in the rRlao entity
shall be entitled to require a legal opinion regagdthe validity of any transaction
contemplated by the Plan, including, for the avoaaof doubt, whether the New Common
Stock are exempt from registration and/or eligitdebe issued using the Debtor’s stock and
transfer book-entry procedures.

9. Cancellation of Existing Securities and Agreements

(@) Except for the purpose of evidencing a right to iatribution
under the Plan and except as otherwise set fortlbhén Plan, including with respect to
executory contracts or unexpired leases that blealissumed by the Debtor, on the Effective
Date, all agreements, instruments, and other doctsnevidencing any Claims or any Interest
(other than Intercompany Claims that are not medifby the Plan) and any rights of any
holder in respect thereof shall be deemed cancalisdharged, and of no force or effect solely
as against the Debtor and the obligations of thét@ethereunder shall be deemed fully
satisfied, released, and discharged.

(b) Notwithstanding the foregoing, any provision in atycument,
instrument, lease, or other agreement that causesffectuates, or purports to cause or
effectuate, a default, termination, waiver, or otherfeiture of, or by, the Debtor of its
interests, as a result of the cancellations, teatwwins, satisfaction, releases, or discharges
provided for in Section 5.9 of the Plan shall berded null and void and shall be of no force
and effect. Nothing contained in the Plan shalldeemed to cancel, terminate, release, or
discharge the obligation of the Debtor or any sfabunterparties under any executory contract
or unexpired lease to the extent such executoryracinor unexpired lease has been assumed
by the Debtor pursuant to a Final Order of the Baptcy Court or under the Plan.

10. Officers and Board of Directors

(@  On the Effective Date, the New Board shall consistat least
five directors in total to be designated by the DIRanche B Lenders in a manner to be
determined consistent with the Restructuring Terhees To the extent then known and
determined, the identities of the members of thardoof directors or managers of the
Reorganized Debtor, as applicable, and, to the nextgpplicable, the officers of the
Reorganized Debtor, shall be disclosed at or goothe Confirmation Hearing in accordance
with section 1129(a)(5) of the Bankruptcy Code.

(b) Commencing on the Effective Date, each of the thmsg
managers, and officers of the Reorganized Debtall bk elected and serve pursuant to the
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terms of the applicable Amended Organizational Dwents of the Reorganized Debtor and
may be replaced or removed in accordance with guebnded Organizational Documents.

() Except to the extent that a director, manager, foceo of the

Debtor continues to serve in such capacity on tfiecive Date, the Persons and Entities
acting as authorized persons, directors, manageryfficers of the Debtor prior to the
Effective Date, as the case may be, shall haveurtber authority, duties, responsibilities, or
obligations relating to or arising from operatirige tDebtor or the Chapter 11 Case, and shall
be deemed to have resigned from all of their resmegositions with the Debtor on the
Effective Date without any further action required the part of the Debtor or such Persons
or Entities.

11. Restructuring Transactions

(a) On or as soon as practicable after the EffectivedeDdhe
Reorganized Debtor shall take such actions as reagrlbecome necessary or appropriate to
effect any transaction described in, approved bytemplated by, or necessary to effectuate
the Plan (collectively, theRestructuring Transactions’), including (i) the execution and
delivery of appropriate agreements or other docasnefimerger, consolidation, restructuring,
financing, conversion, disposition, transfer, diggon, or liquidation containing terms that are
consistent with the terms of the Plan and thasfyathe applicable requirements of applicable
law and any other terms to which the applicableatiestmay determine, (i) the execution and
delivery of appropriate instruments of transfersigtament, assumption, or delegation of any
asset, property, right, liability, debt, or obliget on terms consistent with the terms of the
Plan and having other terms to which the applicpbkies agree, (ii)) the fiing of appropriate
certificates or articles of incorporation, formatjoreincorporation, merger, consolidation,
conversion, or dissolution, the Amended OrganiraticdDocuments, (iv) the issuance of the
New Common Stock, all of which shall be authorized approved in all respects in each case
without further action being required under appiiealaw, regulation, order, or rule, (v) all
other actions that the Reorganized Debtor detesrtindoe necessary or appropriate, including
(A) making filings or recordings that may be reedirby applicable law, subject, in each case,
to the Amended Organizational Documents, and (B)hsather transactions that may be
required or necessary to effectuate any of the rRasiring Transactions in the most tax-
efficient manner, including mergers, consolidatjorsstructurings, conversions, dispositions,
transfers, formations, organizations, dissolutioms liquidations; (vi) the execution, delivery,
and filing, if applicable, of the Exit Facilty Daments, the Amended Organizational
Documents, the New Stockholders’ Agreement; andl &ltiother actions that the Reorganized
Debtor determines to be necessary or appropriat®jding making filings or recordings that
may be required by applicable law.

(b) Each officer, member of the board, or manager ef Diebtor is
(and each officer, member of the board, or manaethe Reorganized Debtor shall be)
authorized and directed to issue, execute, delifder, or record such contracts, securities,
instruments, releases, indentures, and other agrésrmr documents and take such actions as
may be necessary or appropriate to effectuate emmgat, and further evidence the terms and
conditions of the Plan and any Restructuring Treti@a (including the New Common Stock)
in the name of and on behalf of the Reorganizedt@elall of which shall be authorized and
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approved in all respects, in each case, without néed for any approvals, authorization,
consents, or any further action required under icgdpé law, regulation, order, or rule
(including any action by the shareholders or doector managers of the Debtor or the
Reorganized Debtor) except for those expresslyiredjypursuant to the Plan.

(©) On the Effective Date, or as soon thereafter ase@&sonably
practicable, the Reorganized Debtor’s certificatéenoorporation, bylaws, and other formation
and constituent documents shall be amended as magduired to be consistent with the
provisions of the Plan, the New Stockholders’ Agneat, and the Exit Facilty Documents, as
applicable, and the Bankruptcy Code. The Amendeghfzational Documents shall, among
other things: (i) authorize the issuance of thevNeommon Stock and the shares of New
Common Stock; and (ii) pursuant to and only to ééent required by section 1123(a)(6) of
the Bankruptcy Code, include a provision prohiigtithe issuance of non-voting equity
securities. After the Effective Date, the Reorgadi Debtor may amend and restate its
certificate of incorporation and other formatiordagonstituent documents as permitted by the
laws of its respective jurisdiction of formationdathe terms of the Amended Organizational
Documents and the New Stockholders’ Agreement.

(d)  All matters involving the corporate structure oétbBebtor or the
Reorganized Debtor, to the extent applicable, or @rporate or related action required by
the Debtor or the Reorganized Debtor in connecti@newith shall be deemed to have
occurred and shall be in effect, without any regmient of further action by the shareholders,
members, or directors or managers of the DebtotherReorganized Debtor, and with like
effect as though such action had been taken unasigndy the shareholders, members,
directors, managers, or officers, as applicablehefDebtor or the Reorganized Debtor.

12. Cancellation of Liens

Except as otherwise specifically provided in therPlthe Exit Facilty Documents
(including in connection with any express writtemesmdment of any mortgage, deed of trust,
Lien, pledge, or other security interest under Exé Facility Documents), or in any contract,
instrument, release, or other agreement or docummated pursuant to the Plan upon the
indefeasible payment in full in Cash of an Othecued Claim, any Lien securing an Other
Secured Claim that is indefeasibly paid in full, @ash, shall be deemed released and
discharged, and the holder of such Other SecuragnGhall be authorized and directed to
release any Collateral or other property of the tBelfincluding any Cash collateral) held by
such holder and to take such actions as may beesespl by the Reorganized Debtor to
evidence the release or discharge of such Liemydimg the execution, delivery and filing or
recording of such releases or discharges as magduested by the Reorganized Debtor, and
the Reorganized Debtor and its designees shall uthoazed to file UCC-3 termination
statements and other release or discharge docuinenfe the extent applicable) with respect
thereto. The filing of the Confirmation Order witimy federal, state, provincial, or local agency
or department shall constitute good and sufficievilence of, but shall not be required to
effect, the termination of such Liens.

38



21-11569-scc Doc 244 Filed 11/09/21 Entered 11/09/21 15:24:22 Main Document
Pg 48 of 140

13. Employee Matters

Except as otherwise provided in the Plan Supplement the Effective Date, all
employee compensation plans, Benefit Plans, em@oyragreements, severance agreements,
offer letters, or award letters to which the Debisra party with respect to employees
employed as of the Effective Date (collectivelye ttEmployee Arrangement$) shall be
neither assumed nor rejected. Rather, the Empldyesngements and the Debtor’'s benefits
and obligations thereunder shall be deemed to ‘tdeugh” the Chapter 11 Case unaffected
by the Chapter 11 Case and shall remain as beaefitobligations of the Reorganized Debtor
after the Effective Date. Notwithstanding anythzantrary in the Employee Arrangements, the
consummation of the Plan shall not be treated elsaage in control or change of control or
other similar transaction under the Employee Aresments.

All other employment, confidentiality, training, m@ompetition agreements, vacation,
holiday pay, retirement, supplemental retirementjemnity, executive retirement, pension,
deferred compensation, medical, dental, visioe, #hd disability insurance, flexible spending
account, and other health and welfare benefit plansgrams, agreements and arrangements,
and all other wage, compensation, employee expeassbursement, and other benefit
obligations to employees employed as of the Effecbate are deemed to be, and shall be
treated as, Executory Contracts under the Plan @amdhe Effective Date, shall be deemed
assumed pursuant to sections 365 and 1123 of thé&rigaticy Code. From and after the
Effective Date, the Reorganized Debtor shall bén@uzed to comply with all applicable laws
regarding compensation obligations to employeeslarmag as of the Effective Date.

14.  Post-Emergence Exchange Offer

The Reorganized Debtor shall launch a mandatorpage process of converting the
New Common Stock into Parent Interests, within 1@nths of the Effective DateThe
applicable conversion percentage ratio of equiglldbe based on an independent third-party
valuation by a valuation expert accredited by tidigpines Stock Exchange (PSE) and the
Securities and Exchange Commission (SEC). Any qum$t-emergence conversion shall be
subject to applicable approvals, including by tt&EPthe SEC of the Philippines, the Bureau
of Internal Revenue with respect to the certificatehorizing registration (CAR) of the New
Common Stock to the Parent, the submission of aiapauditor’s report on the two
companies acceptable to the SEC and PSE, and apeliboard and shareholder approvals.
For the avoidance of doubt, nothing in the Plammsant to impact or modify the Parent
Interests, which shall remain outstanding and umgbd until the post-emergence exchange
offer contemplated by Section 5.14 of the Plan.

15. Securitization Facilities

On the Effective Date, the Debtor and/or Reorgahiebtor, as applicable, shall be
deemed to have assumed the Securitization Docuntenighich it is a party to enable the
transactions contemplated by the Securitization Udwmnts to continue on terms currently
contemplated in the Securitization Documents, iooetance with the Restructuring Support
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Agreements. All Claims in connection with the S#@ation Documents (including any
related Intercompany Claims), if any, shall be Regited.

16. Implementation of Amendment Agreements

On the Effective Date, and in accordance with tlestRicturing Support Agreements,
the Amendment Agreements, including any schedwaesgexes, and exhibits thereto, shall be
assumed and binding on the Reorganized Debtor lenagplicable Supporting Creditors.

17. Release of Avoidance Actions

On the Effective Date, the Debtor, on behalf oélitend its Estate, shall release any
and all Avoidance Actions and the Debtor and therBanized Debtor, and any of their
successors or assigns, and any Entity acting omlfbeh the Debtor or the Reorganized
Debtor, shall be deemed to have waived the righpussue any and all Avoidance Actions,
except for Avoidance Actions brought as countentdaor defenses to claims asserted against
the Debtor.

18.  Closing of Chapter 11 Case

After the Estate has been fully administered, theorBanized Debtor shall seek
authority from the Bankruptcy Court to close theafter 11 Case in accordance with the
Bankruptcy Code and Bankruptcy Rules.

19. Notice of Effective Date

On the Effective Date, the Debtor shall file a cetpf the occurrence of the Effective
Date with the Bankruptcy Court.

E. Distributions
1. Distributions Generally

One or more Disbursing Agents shall make all Dosiions under the Plan to the
appropriate holders of Allowed Claims in accordanath the terms of the Plan.

2. Distribution Record Date

As of the close of business on the Effective D#ite,various lists of holders of Claims
or Interests in each Class, as maintained by th#dDer its respective agents, shall be deemed
closed, and there shall be no further changesanréicord holders of any of the Claims or
Interests. The Debtor or the Reorganized Debtafl slave no obligation to recognize any
transfer of the Claims or Interests occurring orafter the Effective Date. In addition, with
respect to payment of any Cure Amounts or dispotes any Cure Amounts, neither the
Debtor nor the Disbursing Agent shall have anygaition to recognize or deal with any party
other than the non-Debtor party to the applicalecetory contract or unexpired lease as of
the Effective Date, even if such non-Debtor parg sold, assigned, or otherwise transferred
its Claim for a Cure Amount.
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3. Date of Distributions

Except as otherwise provided in the Plan, any Distions and deliveries to be made
under the Plan shall be made on the Effective Datas otherwise determined in accordance
with the Plan (including the treatment provisions @eneral Unsecured Trade Claims in
Section 4.4 of the Planjprovided that the Reorganized Debtor may implement periodic
Distribution dates to the extent it determines thenbe appropriate.

4. Disbursing Agent

All Distributions under the Plan shall be made by Disbursing Agent, on behalf of the
Debtor (unless otherwise provided in the Plan),oorafter the Effective Date or as otherwise
provided in the Plan. The Disbursing Agent shall he required to give any bond or surety
or other security for the performance of its dytmsd all reasonable and documented fees and
expenses incurred by such Disbursing Agent direetligted to Distributions hereunder shall be
reimbursed by the Reorganized Debtor. The ReargdnDebtor shall use all commercially
reasonable efforts to provide the Disbursing Adénvther than the Reorganized Debtor) with
the amounts of Claims and the identities and addeesf holders of Claims, in each case, as
set forth in the Debtor’'s or the Reorganized Debtbooks and records. The Reorganized
Debtor shall cooperate in good faith with the aggllle Disbursing Agent (if other than the
Reorganized Debtor) to comply with the reportingl amthholding requirements outlined in
Section 6.18 of the Plan. The DIP Agent will bensidered the Servicer for DIP Claims other
than DIP Reimbursement Claims.

5. Rights and Powers of Disbursing Agent

(@) From and after the Effective Date, the Disbursirge#t, solely in

its capacity as Disbursing Agent, shall not incay diability whatsoever on account of any
distributions under the Plan, except in the evdngross negligence or willful misconduct, as
determined by a Final Order of a court of compefansdiction. No holder of a Claim or
Interest or other party in interest shall have orspe any claim or Cause of Action against the
Disbursing Agent, solely in its capacity as Dislngs Agent, for making payments in
accordance with the Plan or for implementing priows of the Plan, except for actions or
omissions to act arising out of the gross negligeoc willful misconduct, fraud, malpractice,
criminal conduct, or ultra vires acts of such Disimg Agent.

(b)  The Disbursing Agent shall be empowered to (i)affdl actions
and execute all agreements, instruments, and oiterments necessary to perform its duties
hereunder, (i) make all Distributions contemplatedteby, and (iii) exercise such other powers
as may be vested in the Disbursing Agent by ordegh® Bankruptcy Court, pursuant to the
Plan, or as deemed by the Disbursing Agent to lmessary and proper to implement the
provisions hereof.
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6. Expenses of Disbursing Agent

Except as otherwise ordered by the Bankruptcy Cany reasonable and documented
fees and expenses incurred by the Disbursing Ageming in such capacity (including
reasonable documented attorneys’ fees and expeoses) after the Effective Date shall be
paid in Cash by the Reorganized Debtor in the arglicourse of business.

7. Postpetition Interest

Except as otherwise specifically provided for i tRlan, the Confirmation Order, or
another order of the Bankruptcy Court (including IP Order), interest shall not accrue or
be paid on any Claims on or after the Petition Datevided that, if interest is payable
pursuant to Section 6.7 of the Plan, interest si@dlue at the federal judgment rate pursuant
to 28 U.S.C. § 1961 on a non-compounded basis fftendate the obligation underlying the
Claim becomes due and is not timely paid throughdate of payment.

8. Delivery of Distributions

All Distributions to any holder of an Allowed Claias and when required by the Plan
shall be made by the Disbursing Agent. In the evhat any Distribution to any holder is
returned as undeliverable, no further Distributishall be made to such holder unless and until
the Disbursing Agent is notified in writing of subiblder’s then-current address, at which time
all currently due, missed Distributions shall bedmao such holder as soon as reasonably
practicable thereafter without intereptpvided, however, such distributions or payments shall
be deemed unclaimed property under section 347(HeoBankruptcy Code at the expiration
of 180 days from the date of the attempted Distidou Nothing in the Plan shall require the
Disbursing Agent to attempt to locate holders oflelnerable Distributions and, if located,
assist such holders in complying with Section 618he Plan.

9. Distributions after Effective Date

Distributions made after the Effective Date to leo&lof Disputed Claims that are not
Allowed Claims as of the Effective Date but whiciter become Allowed Claims shall be
deemed to have been made on the Effective Date.

10. Unclaimed Property

Undeliverable Distributions or unclaimed Distrilmris shall remain in the possession of
the Reorganized Debtor until such time as a Distidlm becomes deliverable or the holder
accepts Distribution, or such Distribution revdreeck to the Reorganized Debtor, and shall not
be supplemented with any interest, dividends, dewoaccruals of any kind. Such Distributions
shall be deemed unclaimed property under sectiof(b34of the Bankruptcy Code at the
expiration of 180 days from the date of the attedpDistribution. After such date, all
unclaimed property or interest in property shaiter¢ to the Reorganized Debtor, and the
Claim of any other holder to such property or iestrin property shall be discharged and
forever barred. The Reorganized Debtor and théupsing Agent shall have no obligation to
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attempt to locate any holder of an Allowed Clairhestthan by reviewing the Debtor’'s books
and records and filings with the Bankruptcy Court.

11. Time Bar to Cash Payments

Checks issued by the Disbursing Agent in respedllofved Claims shall be null and
void if not negotiated within 180 days after theted@f issuance thereof. Thereafter, the
amount represented by such voided check shallocay revert to the Reorganized Debtor,
and any Claim in respect of such voided check sbelldischarged and forever barred,
notwithstanding any federal or state escheat lamhé contrary. Requests for re-issuance of
any check shall be made to the Disbursing Agenthbyholder of the Allowed Claim to whom
such check was originally issued.

12.  Manner of Payment under the Plan

Except as otherwise specifically provided in thanPlat the option of the Debtor or the
Reorganized Debtor, as applicable, any Cash paytoelné made under the Plan may be made
by a check or wire transfer or as otherwise requoe provided in applicable agreements or
customary practices of the Debtor.

13. Satisfaction of Claims

Except as otherwise specifically provided in thanPlany Distributions and deliveries to
be made on account of Allowed Claims under the Fhall be in complete and final
satisfaction, settlement, and discharge of andangd for such Allowed Claims.

14. Fractional Stock

If any Distributions of New Common Stock pursuaotthe Plan would result in the
issuance of a fractional share of New Common Stale&n the number of shares of New
Common Stock to be issued in respect of such bigion shall be calculated to one decimal
place and rounded up or down to the closest whadees(with a half share or greater rounded
up and less than a half share rounded down). ®te humber of shares of New Common
Stock to be distributed in connection with the Pdall be adjusted as necessary to account
for the rounding provided for in Section 6.14 oétRlan. No consideration shall be provided
in lieu of fractional shares that are rounded dowxeither the Reorganized Debtor nor the
Disbursing Agent shall have any obligation to makd®istribution that is less than one (1)
share of New Common Stock.

15. Minimum Cash Distributions

The Disbursing Agent shall not be required to makg Distribution of Cash less than
Seventy-Five Dollars ($75) to any holder of an W Claim; provided that if any
Distribution is not made pursuant to Section 6.15he Plan, such Distribution shall be added
to any subsequent Distribution to be made on befiatie holder’s Allowed Claim.
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16. Maximum Distributions and Rights of Reimbursement

(@) In no event shall a holder of an Allowed Claim rneee
Distributions under the Plan in excess of the Aéowamount of such Claim, except to the
extent postpetition interest is permitted by Secto/ of the Plan.

(b) Nothing contained in the Plan shall in any way cffempair or
modify the rights of a holder of a Claim againstEamtity that is not the Debtor.

17. Setoffs

Except as otherwise expressly provided for in tHenPthe Reorganized Debtor,
pursuant to the Bankruptcy Code (including sect88 of the Bankruptcy Code), applicable
non-bankruptcy law, or as may be agreed to by tideh of a Claim, may set off against any
Allowed Claim and the Distributions to be made piarg to the Plan on account of such
Allowed Claim (before any Distribution is made ooncaunt of such Allowed Claim), any
claims, rights, and Causes of Action of any natins the Debtor or Reorganized Debtor, as
applicable, may hold against the holder of suctowdld Claim, to the extent such Claims,
rights, or Causes of Action against such holderehawt been otherwise compromised or
settled on or prior to the Effective Date (whetparsuant to the Plan or otherwispjpvided,
however, that neither the failure to effect such a setwif the allowance of any Claim pursuant
to the Plan shall constitute a waiver or releaseéhbyReorganized Debtor of any such Claims,
rights, and Causes of Action that the Reorganizedt@ may possess against such holder. In
no event shall any holder of Claims be entitledséd off any such Claim against any Claim,
right, or Cause of Action of the Debtor or Reorgadi Debtor (as applicable), unless such
holder has filed a motion with the Bankruptcy Corgguesting the authority to perform such
setoff on or before the Confirmation Date, and rttstanding any indication in any proof of
claim or otherwise that such holder asserts, hadntends to preserve any right of setoff
pursuant to section 553 of the Bankruptcy Codetberavise.

18.  Withholding and Reporting Requirements

(@)  Withholding Rights. In connection with the Plan, any party
issuing any instrument or making any Distributioescribed in the Plan shall comply with all
applicable withholding and reporting requirememipased by any Governmental Unit, and all
Distributions pursuant to the Plan and all relatsgteements shall be subject to any such
withholding or reporting requirements. In the casea non-Cash Distribution that is subject to
withholding, the distributing party may withhold appropriate portion of such distributed
property and either (i) sell such withheld propexiygenerate Cash necessary to pay over the
withholding tax (or reimburse the distributing parfor any advanced payment of the
withholding tax), or (ii) pay the withholding taxsiag its own funds and retain such withheld
property. Any amounts withheld pursuant to thecpding sentence shall be deemed to have
been distributed to and received by the applicabEpient for all purposes of the Plan.
Notwithstanding the foregoing, each holder of amovéed Claim or any other Entity that
receives a Distribution pursuant to the Plan dhalle responsibility for any taxes imposed by
any Governmental Unit, including income, withho@llinand other taxes, on account of such
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Distribution. Any party issuing any instrument meking any Distribution pursuant to the Plan
has the right, but not the obligation, to not mak®istribution until such holder has made
arrangements reasonably satisfactory to such gsoindisbursing party for payment of any
such tax obligations. Any party issuing any instemtmor making any Distribution pursuant to
the Plan, shall, to the extent reasonably pradécatotify any recipient of a Distribution
pursuant to the Plan and all related agreementsisf going to withhold taxes pursuant to
Section 6.18 of the Plan and reasonably cooperiketiae recipient to minimize or avoid such
withholding.

(b) Forms. Any party entitled to receive any property asissuance
or Distribution under the Plan shall, upon requelliver to the Disbursing Agent or such
other Person designated by the Reorganized Debtaci Person shall subsequently deliver to
the Disbursing Agent any tax forms or documentsiuec) any tax forms or documents
(including an IRS Form W-9 or IRS Form W-8, as aalile) reasonably requested to reduce
or eliminate any withholding required by any Gowvaeemtal Unit.

19.  Hart-Scott-Rodino Antitrust Improvements Act

Any New Common Stock to be distributed under thenRb an Entity required to file
a premerger notification and report form under Hat-Scott-Rodino Antitrust Improvements
Act of 1976, as amended, to the extent applicabiall not be distributed until the notification
and waiting periods applicable under such Act tohskntity have expired or been terminated.

20. Claims Paid or Payable by Third Parties
(@) Claims Paid by Third Parties

A Claim shall be correspondingly reduced, and tpplieable portion of such Claim
shall be disallowed without an objection to suclai@l having to be filed and without any
further notice to or action, order, or approvaltleé Bankruptcy Court, to the extent that the
holder of such Claim receives a payment on accotisuch Claim from a party that is not the
Debtor or Reorganized Debtgsrovided that the Debtor shall provide 21 days’ notice lte t
holder prior to any disallowance of such Claim dgriwhich period the holder may object to
such disallowance, and if the parties cannot remchagreed resolution, the matter shall be
decided by the Bankruptcy Court. Subject to tls¢ $entence of this paragraph, to the extent
a holder of a Claim receives a Distribution on agctoof such Claim and receives payment
from a party that is not the Debtor or the ReorgeshiDebtor on account of such Claim, such
holder shall, within 14 days of receipt thereofpag or return the Distribution to the
Reorganized Debtor to the extent the holder’s t#gabvery on account of such Claim from
the third party and under the Plan exceeds the ammfusuch Claim as of the date of any such
Distribution under the Plan. The failure of sucblder to timely repay or return such
Distribution shall result in the holder owing thedrganized Debtor annualized interest at the
federal judgment rate on such amount owed for dactiness Day after the 14 days grace
period specified above until the amount is repaid.
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(b) Claims Payable by Insurance Carriers

No Distributions under the Plan shall be made aoaet of an Allowed Claim
that is payable pursuant to one of the Debtor'sirensce policies until the holder of such
Allowed Claim has exhausted all remedies with respe such insurance policy. To the extent
that one or more of the Debtor’s insurers agresatisfy in full or in part a Claim (if and to
the extent adjudicated by a court of competentsgliction), then immediately upon such
insurers’ agreement, the applicable portion of sGt&m may be expunged without a Claim
objection having to be filed and without any furtmetice to or action, order, or approval of
the Bankruptcy Courtprovided that the Debtor shall provide 21 days’ notice lie holder of
such Claim prior to any disallowance of such Clduming which period the holder may object
to such disallowance, and if the parties cannothrean agreed resolution, the matter shall be
decided by the Bankruptcy Court.

(c) Applicability of Insurance Policies

Except as otherwise provided in the Plan, Distriing to holders of Allowed
Claims shall be in accordance with the provisiorisaay applicable insurance policy.
Notwithstanding anything to the contrary in the rRlamothing contained in the Plan shall
constitute or be deemed a release, settlemendfagdikbn, compromise, or waiver of any Cause
of Action that the Debtor or any other Entity magich against any other Entity, including
insurers, under any policies of insurance or agple indemnity, nor shall anything contained in
the Plan constitute or be deemed a waiver by susiirers of any defenses, including coverage
defenses, held by such insurers.

21.  Allocation Between Principal and Accrued Interest

The aggregate consideration paid to holders wispeaet to their Allowed Claims shall
be treated pursuant to the Plan as allocated tfirsthe principal amount of such Allowed
Claims (to the extent thereof) and, thereafter,interest, if any, on such Allowed Claim
accrued but unpaid through the Effective Date.

F. Procedures for Disputed Claims
1. Disputed Claims Process

Notwithstanding section 502(a) of the Bankruptcyd€oand in light of the Unimpaired
status of all Claims other than Claims in Classn@eun the Plan, holders of Claims do not need
to file proofs of Claim with the Bankruptcy Coudnd the Debtor or the Reorganized Debtor,
as applicable, and the holders of Claims shallrdebte, adjudicate, and resolve any disputes
over the validity and amounts of such Claims in dheinary course of business; provided, that
(unless expressly waived pursuant to the Plan)Alleeved amount of such Claims shall be
subject to and shall not exceed the limitationsennok maximum amounts permitted by the
Bankruptcy Code, including sections 502 or 503 loé Bankruptcy Code, to the extent
applicable. If a holder of a Claim elects to fleproof of claim with the Bankruptcy Court,
such holder shall be deemed to have consentedetqutisdiction of the Bankruptcy Court for
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all purposes with respect to the Claim, and thekBgsicy Court shall retain nonexclusive
jurisdiction over all such Claims, which shall besolved on a case-by-case basis through
settlements, Claim objections (or, if necessargough adversary proceedings), adjudication in
a forum other than the Bankruptcy Court, or by didwal of the Claims by the holders of
such Claims. From and after the Effective Date, Reorganized Debtor may satisfy, dispute,
settle, or otherwise compromise any Claim withoppraval of the Bankruptcy Court.

2. Objections to Claims

Any objections to proofs of Claim shall be serveul diled (a) on or before 180 days
following the later of (i) the Effective Date ani) ¢the date that a proof of Claim is filed or
amended or a Claim is otherwise asserted or amendedting by or on behalf of a holder of
such Claim, or (b) by such later date as orderetheyBankruptcy Court upon motion filed by
the Debtor or the Reorganized Debtor. The expmatf such period shall not limit or affect
the Reorganized Debtor’s rights to dispute Claimseeed other than through a proof of
Claim.

3. Estimation of Claims

The Debtor or the Reorganized Debtor, as applicabéey at any time request that the
Bankruptcy Court estimate any contingent, unliqteda or Disputed Claim pursuant to section
502(c) of the Bankruptcy Code regardless of whetherDebtor previously objected to such
Claim or whether the Bankruptcy Court has ruledaog such objection, and the Bankruptcy
Court shall retain jurisdiction to estimate anyi@lat any time during litigation concerning any
objection to any Claim, during the pendency of appeal relating to any such objection. In
the event that the Bankruptcy Court estimates amyiregent, unliquidated, or Disputed Claim,
the amount so estimated shall constitute either Ahewed amount of such Claim or a
maximum limitation on such Claim, as determinedthy Bankruptcy Court. If the estimated
amount constitutes a maximum limitation on the amboof such Claim, the Debtor or the
Reorganized Debtor may pursue supplementary progeetb object to the allowance of such
Claim.

4. No Distributions Pending Allowance

If an objection, motion to estimate, or other aage to a Claim is filed, no payment
or Distribution provided under the Plan shall bedmman account of such Claim unless and
until (and only to the extent that) such Claim baes an Allowed Claim.

5. Distributions after Allowance

To the extent that a Disputed Claim ultimately bees, in whole or in part, an
Allowed Claim, Distributions (if any) shall be made the holder of such Allowed Claim in
accordance with the provisions of the Plan, inclgdithe treatment provisions provided in
Article 1V of the Plan. Such Distributions shak Imade as soon as practicable after the date
that the order or judgment of the Bankruptcy Calidwing such Disputed Claim (or portion
thereof) becomes a Final Order.
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6. Claim Resolution Procedures Cumulative

All of the objection, estimation, and resolutioropedures in the Plan are intended to
be cumulative and not exclusive of one anotherain@® may be estimated and subsequently
settled, compromised, withdrawn, or resolved inoadance with the Plan without further
notice or Bankruptcy Court approval.

7. Resolution of Disputed Claims

On and after the Effective Date, the Reorganizettt@eshall have the authority to
litigate, compromise, settle, otherwise resolvemihdraw any objections to all Claims against
the Debtor and to compromise and settle any sudpubed Claims without notice to or
approval by the Bankruptcy Court or any other party

8. Disallowance of Claims

All Claims and Interests of any Entity from whichoperty is sought by the Debtor
under sections 542, 543, 550, or 553 of the BarikyuCode or that the Debtor or the
Reorganized Debtor allege is a transferee of asfearhat is avoidable under sections 522(f),
522(h), 544, 545, 547, 548, 549, or 724(a) of tamkBuptcy Code shall be disallowed if: (a)
the Entity, on the one hand, and the Debtor orRberganized Debtor, as applicable, on the
other hand, agree or the Bankruptcy Court has mhgted by Final Order that such Entity or
transferee is liable to turn over any property oones under any of the aforementioned
sections of the Bankruptcy Code; and (b) such ¥ntittransferee has failed to turn over such
property by the date set forth in such agreemeriimmal Order.

G. Executory Contracts and Unexpired Leases
1. General Treatment

(@) As of and subject to the occurrence of the Effectivate, all
executory contracts and unexpired leases to wiiehDebtor is a party, and which have not
expired or terminated by their own terms on or pto the Effective Date shall be deemed
rejected by the Debtor except for any executorytremh or unexpired lease that (i) previously
has been assumed, assumed and assigned, or repatgdbnt to a Final Order of the
Bankruptcy Court, (ii) is specifically designated the Schedule of Assumed Contracts and
Leases filed and served prior to commencement efGbnfirmation Hearing or is designated
for assumption pursuant to Section 5.15 of the ,Rlianis the subject of a separate motion or
notice filed by the Debtor on or before the Conéition Date seeking to assume, assume and
assign, or reject pursuant to the Plan, the Coafion Order or section 365 of the Bankruptcy
Code, or (iv) is the subject of a pending Assumpfiaspute. The Debtor reserves the right to
modify the treatment of any particular executorytcact or unexpired lease pursuant to the
Plan.

(b) Subject to satisfaction of the conditions set fanttsection 8.1(a)
of the Plan, resolution of any Assumption Disputeaccordance with Section 8.2 of the Plan,
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payment of any applicable Cure Amount, and the oecge of the Effective Date, entry of the
Confirmation Order shall constitute approval of dEsumptions or rejections provided for in

the Plan pursuant to sections 365(a) and 1123 efBankruptcy Code. Each executory
contract and unexpired lease assumed or assumedsaigghed pursuant to the Plan shall vest
in and be fully enforceable by the Reorganized Debt accordance with its terms, except as
modified by the provisions of the Plan, any ordértlee Bankruptcy Court authorizing and

providing for its assumption, or applicable laprovided that the assumption of executory

contracts and unexpired leases hereunder may @clbhd assignment of certain of such
contracts to Affiliates.

(c) Except as otherwise provided in the Plan, in tle Bupplement
or otherwise agreed to by the Debtor and the agdgéccounterparty, each assumed executory
contract or unexpired lease shall include all moalions, amendments, supplements,
restatements, or other agreements related theestd, all rights related thereto, if any,
including all easements, licenses, permits, rigptsjleges, immunities, options, rights of first
refusal, and any other interests, without regardvteether such document is specifically is
listed in any notice of assumed contracts. Madglilans, amendments, supplements, and
restatements to prepetition executory contracts larekpired leases that have been executed
by the Debtor during the Chapter 11 Case shallbeotieemed to alter the prepetition nature
of the executory contract or unexpired lease orvedelity, priority, or amount of any Claims
that may arise in connection therewith.

2. Determination of Assumption Disputes and Deemed Casent

(a) The Debtor shall file, as part of the Plan Supplemand serve a
notice on parties to executory contracts and unedpieases to be assumed or assumed and
assigned reflecting the Debtor's intention to assuom assume and assign the executory
contract or unexpired lease in connection with Ftten and indicating that the Cure Amount
shall be asserted against the Debtor or the Rezeghebtor, as applicable, in the ordinary
course of business.

(b) Upon assumption, Cure Amounts shall be paid byQbbtor or
the Reorganized Debtor, as applicable, in the argircourse, subject to all defenses and
disputes the Debtor or the Reorganized Debtor neye hwith respect to the underlying
executory contracts or unexpired leases, whichDbbtor or the Reorganized Debtor may
assert in the ordinary course. If there is an Aggion Dispute pertaining to assumption of an
executory contract or unexpired lease, such dispbhtdl be heard by the Bankruptcy Court
prior to such assumption being effectiypvided, however, that the Debtor may settle any
dispute regarding Cure Amounts or the nature tHemgtbout any further notice to any party
or any action, order, or approval of the BankrupBmurt. For the avoidance of doubt, if the
Debtor is unable to resolve an Assumption Dispw@ating solely to the amount of a Cure
Claim prior to the Confirmation Hearing, such Asgtion Dispute may be scheduled to be
heard by the Bankruptcy Court after the Confirmatitearing. To the extent the Assumption
Dispute relates solely to the Cure Amount, the Delohay assume and/or assume and assign
the applicable executory contract or unexpireddgasor to the resolution of the Assumption
Dispute,provided that the Debtor reserves Cash in an amount @irffico pay the full amount
reasonably asserted as the required cure paymemhebyon-Debtor counterparty to such
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contract or lease (or such lesser amount as mdiydaeor estimated by the Bankruptcy Court
or otherwise agreed to by such non-Debtor countgr@and the Debtor or the Reorganized
Debtor). To the extent the Assumption Disputeesoived or determined unfavorably to the
Debtor or the Reorganized Debtor, as applicable, Brebtor or Reorganized Debtor, as
applicable, may reject the applicable executorytrembd or unexpired lease after such
determination.

(©) Any non-Debtor counterparty to an executory cortrac
unexpired lease that fails to object timely to timgice of the proposed assumption, assumption
and assignment or sublease of such executory ebrdraunexpired lease shall be deemed to
have assented to assumption, assumption and assigjnon sublease of the applicable
executory contract or unexpired lease notwithstanpdiny provision thereof that purports to
(i) prohibit, restrict, restrain, or condition thegansfer, assignment or sublease of such
executory contract or unexpired lease (includingvions related to rights of first refusal,
rights of first offer, tag rights, drag rights, onange of control fees or other like limitations),
(i) terminate or modify, or permit the terminati@n modification of, an executory contract or
unexpired lease as a result of any direct or entlitransfer or assignment of the rights of the
Debtor under such contract or lease or a changanyf in the ownership or control as
contemplated by the Plan, (ii) increase, accedgratr otherwise alter any obligations or
liabilities of the Debtor or the Reorganized Debtoder such executory contract or unexpired
lease, or (iv) create or impose a Lien upon anyp@rty or asset of the Debtor or the
Reorganized Debtor, as applicable. Each such goovshall be deemed to not apply to the
assumption, assumption and assignment or subldasecb executory contract or unexpired
lease pursuant to the Plan, and non-Debtor couatiggp thereto that fail to object to the
proposed assumption, assumption and assignmentbégase in accordance with the terms set
forth in Section 8.2(c) of the Plan shall forever lmarred and enjoined from objecting to the
proposed assumption, assumption and assignmensuldlease, or to the validity of such
assumption, assumption and assignment (includirg povision of adequate assurance of
future performance), or sublease, or taking actjprahibited by the foregoing on account of
transactions contemplated by the Plan.

3. Rejection

The Plan provides that in the event that the rigjacbf an executory contract or
unexpired lease results in damages to the othéy parparties to such contract or lease, any
Claim for such damages, if not heretofore evidermgd timely filed proof of Claim, shall be
forever barred and shall not be enforceable ag#iestDebtor or the Reorganized Debtor, or
its Estate, properties or interests in propertylessy a proof of Claim is filed with the
Bankruptcy Court and served upon the Debtor orRbeerganized Debtor, as applicable, no
later than 30 days after the Effective Date. Thenffdmation Order shall constitute the
Bankruptcy Court’s approval of the rejection of @le Debtor’'s unexpired leases and
executory contracts not otherwise explicitly assdime

4. Payment of Cure Amounts

Subject to resolution of any Assumption Disputd, Glire Amounts relating to an
executory contract or unexpired lease that is t@¢mimed by the Debtor or the Reorganized
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Debtor shall be satisfied by the Debtor or the Banized Debtor, as applicable, following
assumption or assumption and assignment of therlyimge executory contract or unexpired
lease. Such Cure Amounts shall, in the discratibthe Debtor or the Reorganized Debtor, as
applicable, be paid on the later of (i) the EffeetDate and (ii) without acceleration in the
ordinary course of business and according to thesef the executory contract or unexpired
lease. Assumption or assumption and assignmeabygxecutory contract or unexpired lease
pursuant to the Plan, or otherwise, shall, suljjectatisfaction of the Cure Amount, result in
the full release and satisfaction of any Claimsdefaults, whether monetary or nonmonetary,
including defaults of provisions restricting the aalge in control or ownership interest
composition or other bankruptcy-related defaultssiray under any assumed or assumed and
assigned executory contract or unexpired leasengttime before the effective date of the
assumption or assumption and assignment.

5. Survival of the Debtors Indemnification Obligations and
Guarantees

Any obligations of the Debtor pursuant to its cagie charters, bylaws, or other
organizational documents to indemnify current aodnkr officers, directors, agents, and/or
employees with respect to all present and fututérms suits, and proceedings against the
Debtor or such directors, officers, agents, anéfoployees, based upon any act or omission
for or on behalf of the Debtor, shall not be disgea or impaired by confirmation of the Plan;
provided, however, that the Reorganized Debtor shall not indemnifgaiors of the Debtor for
any Claims or Causes of Action arising out of ofatieg to any act or omission that
constitutes intentional fraud, gross negligence,widiful misconduct. Except as otherwise
provided in the Plan Supplement, such obligatidmall e deemed and treated as executory
contracts to be assumed by the Debtor under the d?ld shall continue as obligations of the
Reorganized Debtor. Any claim based on such afsigs shall not be a Disputed Claim or
subject to any objection in either case by reasbseation 502(e)(1)(B) of the Bankruptcy
Code.

6. Insurance Policies

Except as otherwise provided in the Plan Supplenmahinsurance policies (including
all directors’ and officers’ insurance policies atal coverage liability insurance) pursuant to
which the Debtor has any obligations in effect &she date of the Confirmation Order shall be
deemed and treated as executory contracts pursoighie Plan and shall be assumed by the
Debtor and the Reorganized Debtor and shall comtinufull force and effect thereafter in
accordance with their respective terms. All othesurance policies shall vest in the
Reorganized Debtor.

7. Intellectual Property Licenses and Agreements

Except as otherwise provided in the Plan Supplenahintellectual property contracts,
licenses, royalties, or other similar agreementswituch the Debtor have any rights or
obligations in effect as of the date of the Condition Order shall be deemed and treated as
executory contracts pursuant to the Plan and bbatlssumed by the Debtor and shall continue
in full force and effect unless any such intell@ttproperty contract, license, royalty, or other
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similar agreement otherwise is specifically rejdcteursuant to a separate order of the
Bankruptcy Court or is the subject of a separajectien motion filed by the Debtor in
accordance with Section 8.1 of the Plan. Unledseratise noted hereunder, all other
intellectual property contracts, licenses, royaltier other similar agreements shall vest in the
Reorganized Debtor and the Reorganized Debtor aley all actions as may be necessary or
appropriate to ensure such vesting as contempiatdee Plan.

8. Reservation of Rights

(@) Neither the exclusion nor inclusion of any contractiease by the
Debtor on any exhibit, schedule, or other annexh® Plan or in the Plan Supplement, nor
anything contained in the Plan, will constitute admission by the Debtor that any such
contract or lease is or is not in fact an executmmtract or unexpired lease or that the Debtor
or the Reorganized Debtor or their respectiveiattit have any liability thereunder.

(b) Except as otherwise provided in the Plan, nothimghe Plan
shall waive, excuse, limit, diminish, or otherwigker any of the defenses, claims, Causes of
Action, or other rights of the Debtor and the Remiged Debtor under any executory or non-
executory contract or any unexpired or expireddeas

(c) Nothing in the Plan shall increase, augment, or taddny of the
duties, obligations, responsibilities, or liabdii of the Debtor or the Reorganized Debtor under
any executory or non-executory contract or any pimed or expired lease.

(d) If there is an Assumption Dispute or a dispute reigg whether
a contract or lease is or was executory or unexpaiethe time of assumption or rejection
under the Plan, the Debtor or the Reorganized Del#® applicable, shall have 60 days
following entry of a Final Order resolving suchpiise to alter their treatment of such contract
or lease by filing a notice indicating such altetszsatment.

H. Conditions Precedent to Confirmation of Plan and Hective Date
1. Conditions Precedent to Confirmation of Plan
The following are conditions precedent to confinmatof the Plan:
(a) the Bankruptcy Court shall have entered the Coafiion Order;

(b) the Plan Supplement and all of the schedules, dentsnand
exhibits contained therein shall be in form andssaifice consistent in all material respects with
the Restructuring Support Agreements and shall Isaisfied the RSA Definitive Document
Requirements to the extent applicable under thérisaring Support Agreements; and

(c) none of the Restructuring Support Agreements diale been
terminated and no termination notice shall havenlgeen that with the passage of time would
cause or permit a termination of any RestructuBagport Agreement.
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2. Conditions Precedent to Effective Date
The following are conditions precedent to the HifecDate of the Plan:

(a) the Bankruptcy Court shall have entered the Coafiion Order
and no stay thereof shall be in effect;

(b)  none of the Restructuring Support Agreements diale been
terminated and no termination notice shall havenlmeen that with the passage of time would
cause or permit a termination of any RestructuBagport Agreement;

(©) the Debtor shall not be in default under the DIRdRrFacility or
the DIP Order (or, to the extent that the Debtonislefault on the proposed Effective Date,
such default shall have been waived by the appdicAl® Lenders or cured by the Debtor in a
manner consistent with the DIP Credit Facility be applicable DIP Order);

(d) the Unsecured Exit Facilty Documents and to théemixthe
Debtor determines to enter into the Secured Exilifya the Secured Exit Facility Documents
shall have been executed and delivered by all efEhtities that are parties thereto, and all
conditions precedent (other than any conditionsteel to the occurrence of the Effective Date)
to the consummation of the applicable Exit Facipcuments shall have been waived or
satisfied in accordance with the terms thereof, @& closing of the applicable Exit Facility
Documents shall be deemed to occur concurrently thie occurrence of the Effective Date;

(e) (i) the Definitive Documents shall (x) have saédfithe RSA

Definitive Document Requirements (to the extentliapble) and be acceptable to the Tranche
B DIP Lenders, (y) have been executed and delivaaed any conditions precedent contained
to effectiveness therein have been satisfied ovedain accordance therewith (other than any
conditions precedent related to the occurrencehefBffective Date), and (z) be in full force
and effect and binding upon the relevant partied; @) to the extent the Debtor determines to
enter into the Secured Exit Facility, the Exit figciDocuments governing the Secured Exit
Facility also shall be in form and substance reablynsatisfactory to the Secured Exit Facility
Agent and the Tranche B DIP Lenders;

)] all conditions precedent (other than any conditiolated to the
occurrence of the Effective Date) to the consunwnatf the New Stockholders’ Agreement
shall have been waived or satisfied in accordante thve terms thereof, and the closing of the
New Stockholders’ Agreement shall be deemed to rocoucurrently with the occurrence of
the Effective Date;

(9) all conditions precedent to the issuance of the N&wnmon
Stock, other than any conditions related to theuoence of the Effective Date, shall have
occurred;

(h)  the payment in Cash in full of all DIP Reimburseméfaims;
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0] to the extent required under applicable non-bartksufaw, the
Amended Organizational Documents shall have bded Wwith the appropriate governmental
authorities;

()] all actions, documents (including the Definitive ddanents), and
agreements necessary to implement and consummatélém shall have been effected or
executed and binding on all parties thereto;

(K) all governmental and third-party approvals and eatss including
Bankruptcy Court approval, necessary in connectigh the transactions contemplated by the
Plan shall have been obtained, not be subject talfilked conditions, and be in full force and
effect, and all applicable waiting periods shaNdnaxpired without any action being taken or
threatened by any competent authority that woulstraén, prevent, or otherwise impose
materially adverse conditions on such transactions;

()] the Confirmation Order has been recognized and tegarfull
force and effect by the Philippine court pursuanthe Philippine Recognition Proceeding; and

(m) all unpaid Restructuring Expenses and all amouayalge by the
Debtor pursuant to the DIP Order shall have beeh ipaCash, to the extent invoiced at least
four Business Days prior to the Effective Date.

3. Waiver of Conditions Precedent

(a) Except as otherwise provided in the Plan, all asticequired to
be taken on the Effective Date shall take place ahdl be deemed to have occurred
simultaneously and no such action shall be deemdthve occurred prior to the taking of any
other such action. Each of the conditions precetteBection 9.1 and Section 9.2 of the Plan
(except for Section 9.1(a)) may be waived in wgtiny the Debtor with the consent of the
Tranche B DIP Lenders without leave of or ordetha Bankruptcy Courtprovided, however,
that the condition in Section 9.2(e) of the Planyrba waived with respect to a particular
Definitive Document only to the extent that evegrty that maintains a consent right over the
subject Definitive Document as set forth in the tReguring Support Agreements agrees to
waive such condition with respect to the subjecfiid&e Document,provided, further, that
waiver of the conditions in Sections 9.2(c), (hylgm) of the Plan shall require the consent of
the DIP Agent at the direction of the Required lemsdunder the DIP Credit Facility
Documents.

(b)  The stay of the Confirmation Order pursuant to Baptcy Rule
3020(e) shall be deemed waived by and upon the e@iftthe Confirmation Order, and the
Confirmation Order shall take effect immediatelyoogts entry.

4. Effect of Failure of a Condition

If the conditions listed in Section 9.2 of the Plare not satisfied or waived in
accordance with Section 9.3 of the Plan on or Igefbe first Business Day that is more than
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60 days after the date on which the ConfirmatiodeDris entered or by such later date as set
forth by the Debtor in a notice filed with the Banfatcy Court prior to the expiration of such
period, the Plan shall be null and void in all extg and nothing contained in the Plan or the
Disclosure Statement shall (a) constitute a waerrelease of any Claims against or any
Interests in the Debtor or claims by the Debtoj, diejudice in any manner the rights of any
Entity, or (c) constitute an admission, acknowledget, offer, or undertaking by the Debtor,
any of the Supporting Creditors, or any other Entit

l. Effect of Confirmation of Plan
1. Vesting of Assets

Except as otherwise provided in the Plan, or in agyeement, instrument, or other
document incorporated in the Plan (including thstReturing Transactions), on the Effective
Date, pursuant to sections 1141(b) and (c) of taekBuptcy Code, all assets and property of
the Estate shall vest in the Reorganized Debtage fand clear of all Claims, Liens,
encumbrances, charges, and other interests, exepirovided pursuant to the Plan, the
Confirmation Order, or the Exit Facilty Document®On and after the Effective Date, the
Reorganized Debtor may take any action, including operation of its business; the use,
acquisition, sale, lease and disposition of propemd the entry into transactions, agreements,
understandings, or arrangements, whether in orr dti@ in the ordinary course of business,
and execute, deliver, implement, and fully perfoemy and all obligations, instruments,
documents, and papers or otherwise in connectiagh amy of the foregoing, free of any
restrictions of the Bankruptcy Code or Bankruptaye? and in all respects as if there were no
pending cases under any chapter or provision ofBaekruptcy Code, except as expressly
provided in the Plan. Without limiting the foreggi the Reorganized Debtor may pay the
charges that it incurs on or after the EffectivetdDdor professional fees, disbursements,
expenses, or related support services without Ggijan to the Bankruptcy Court.

2. Binding Effect

As of the Effective Date, the Plan shall bind alders of Claims against and Interests
in the Debtor and its respective successors angnassnotwithstanding whether any such
holders were (a) Impaired or Unimpaired under thken,P(b) deemed to accept or reject the
Plan, (c) failed to vote to accept or reject thenPbr (d) voted to reject the Plan.

3. Discharge of Claims and Termination of Interests

Upon the Effective Date and in consideration of Ehstributions to be made under the
Plan, except as otherwise expressly provided in Pfen, each holder (as well as any
representatives, trustees, or agents on behaladi &older) of a Claim or Interest and any
affiliate of such holder shall be deemed to havever waived, released, and discharged the
Debtor, to the fullest extent permitted by sectididl of the Bankruptcy Code, of and from
any and all Claims, Interests, rights, and liaesitthat arose prior to the Effective Date. Upon
the Effective Date, all such Entities shall be f@reprecluded and enjoined, pursuant to section
524 of the Bankruptcy Code, from prosecuting oedssy any such discharged Claim against
or terminated Interest in the Debtor against thdtBe the Reorganized Debtor, or any of
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their assets or property, whether or not such indids filed a proof of Claim and whether or
not the facts or legal bases therefor were knowaxeted prior to the Effective Date.

4. Term of Injunctions or Stays

Unless otherwise provided in the Plan, the ContimmaOrder, or in a Final Order of
the Bankruptcy Court, all injunctions or stays iagsunder or entered during the Chapter 11
Case under section 105 or 362 of the BankruptcyeCod otherwise, and in existence on the
Confirmation Date, shall remain in full force anifeet until the later of the Effective Date and
the date indicated in the order providing for sughnction or stay.

5. Injunction

(a) Upon entry of the Confirmation Order, all holders o Claims
and Interests and other parties in interest, alongvith their respective present or former
employees, agents, officers, directors, principalsand affiliates, shall be enjoined from
taking any actions to interfere with the implementdion or consummation of the Plan in
relation to any Claim or Interest extinguished, disharged or released pursuant to the
Plan.

(b) Except as expressly provided in the Plan, the Comfhation
Order, or a separate order of the Bankruptcy Courtor as agreed to by the Debtor and a
holder of a Claim against or Interest in the Debtor all Entities who have held, hold, or
may hold Claims against or Interests in the Debtor(whether proof of such Claims or
Interests has been filed or not and whether or nosuch Entities vote in favor of, against
or abstain from voting on the Plan or are presumedo have accepted or deemed to have
rejected the Plan) and other parties in interest, lang with their respective present or
former employees, agents, officers, directors, proipals, and affiliates are permanently
enjoined, on and after the Effective Date, solely ih respect to any Claims, Interests,
and Causes of Action that will be or are extinguiskd, discharged, or released pursuant
to the Plan from (i) commencing, conducting, or cotnuing in any manner, directly or
indirectly, any suit, action, or other proceeding & any kind (including, without
limitation, any proceeding in a judicial, arbitral, administrative or other forum) on
account of or in connection with or with respect toany such Claims or Interests or
against or affecting the Released Parties or the pperty of any of the Released Parties,
(i) enforcing, levying, attaching (including, without limitation, any prejudgment
attachment), collecting, or otherwise recovering byany manner or means, whether
directly or indirectly, any judgment, award, decrege or order against the Released Parties
or the property of any of the Released Parties, ()icreating, perfecting, or otherwise
enforcing in any manner, directly or indirectly, any encumbrance of any kind against the
Released Parties or the property of any of the Redsed Parties, (iv) asserting any right
of setoff, directly or indirectly, against any oblgation due the Released Parties or the
property of any of the Released Parties, except a®ntemplated or allowed by the Plan;
and (v) acting or proceeding in any manner, in anyplace whatsoever, that does not
conform to or comply with the provisions of the Pla.
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(c) By accepting Distributions pursuant to the Plan, eah holder
of an Allowed Claim or Interest extinguished, dischrged, or released pursuant to the
Plan shall be deemed to have affirmatively and sp#ically consented to be bound by the
Plan, including, without limitation, the injunction s set forth in Section 10.5 of the Plan.

(d) The injunctions in Section 10.5 of the Plan shallxend to
any successors of the Debtor and the Reorganized ider and their respective property
and interests in property.

6. Releases
(a) Releases by Debtor

Notwithstanding anything contained in the Plan to he contrary, pursuant to
section 1123(b) of the Bankruptcy Code, on and aftehe Effective Date, except for the
right to enforce the Plan or any right or obligation arising under the Definitive
Documents that remains in effect after the Effectie Date, effective as of the Effective
Date and to the fullest extent permitted by applichle law, for good and valuable
consideration provided by each of the Released P#@t, the adequacy of which is
confirmed by the Plan, the Released Parties shdle deemed released and discharged by
the Debtor, the Reorganized Debtor, and the Estategnd any person seeking to exercise
the rights of the Estate, including any successorso the Debtor or any Estate
representative appointed or selected pursuant to sgon 1123(b)(3) of the Bankruptcy
Code, from any and all Claims, obligations, rightssuits, judgments, damages, demands,
debts, rights, Causes of Action, remedies, losses)d liabilities whatsoever, including any
derivative claims, asserted or assertable on behalff the Debtor, the Reorganized Debtor,
or the Estate, whether known or unknown, asserted ro unasserted, foreseen or
unforeseen, liquidated or unliquidated, matured or unmatured, contingent or fixed,
existing or hereinafter arising, in law, equity or otherwise, that the Debtor, the
Reorganized Debtor, the Estate, or their affiliateswould have been legally entitled to
assert in their own right (whether individually or collectively) or on behalf of the holder
of any Claim or Interest or other Entity, based onor relating to, or in any manner
arising from, in whole or in part, the Debtor, the Estate, the conduct of the Debtor's
business, the Chapter 11 Case, the purchase, saterescission of the purchase or sale of
any security of the Debtor or the Reorganized Debto the subject matter of, or the
transactions or events giving rise to, any Claim ofnterest that is treated in the Plan, the
business or contractual arrangements between the D®r and any Released Party, the
Debtor’'s restructuring, the restructuring of any Claim or Interest before or during the
Chapter 11 Case, the DIP Credit Facility Documentsthe DIP Order, the Bridge Loan
Documents, the Disclosure Statement, the Restructng Support Agreements, any
Restructuring Transactions and the Plan and relatecagreements, instruments, and other
documents (including the Definitive Documents), andhe negotiation, formulation, or
preparation thereof, the solicitation of votes withrespect to the Plan, or any other act or
omission, in all cases based upon any act or omissj transaction, agreement, event, or
other occurrence taking place on or before the Effgive Date, including, without
limitation, all Avoidance Actions; provided that nothing in Section 10.6(a) of the Plan
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shall be construed to release the Released Partigeom gross negligence, willful
misconduct or intentional fraud as determined by aFinal Order.

Entry of the Confirmation Order shall constitute the Bankruptcy Court’s
approval, pursuant to Bankruptcy Rule 9019, of theforegoing release, which includes by
reference each of the related provisions and defitions contained in the Plan, and
further, shall constitute the Bankruptcy Court’s finding that such release is: (1) in
exchange for the good and valuable consideration pvided by the Released Parties; (2) a
good faith settlement and compromise of the Claimseleased thereby; (3) in the best
interests of the Debtor and all holders of Claims ad Interests; (4) fair, equitable, and
reasonable; (5) given and made after due notice anopportunity for hearing; and (6) a
bar to the Debtor, the Reorganized Debtor, or the Bate asserting any Claim or Cause
of Action released pursuant to such release.

(b) Releases by Holders of Claims or Interests

Notwithstanding anything contained in the Plan to he contrary, on and after the
Effective Date, except for the right to enforce thePlan or any right or obligation arising
under the Definitive Documents that remains in effet after the Effective Date, effective
as of the Effective Date and to the fullest exterpermitted by applicable law, for good
and valuable consideration provided by each of th&keleased Parties, the adequacy of
which is confirmed by the Plan, the Releasing Pakis are deemed to have fully,
conclusively, absolutely and irrevocably released @ discharged the Released Parties
from any and all Claims, obligations, rights, suits judgments, damages, demands, debts,
rights, Causes of Action, remedies, losses, and Hiities whatsoever, including any
derivative claims, asserted or assertable on behalff the Debtor, the Reorganized Debtor,
or the Estate, whether known or unknown, asserted ro unasserted, foreseen or
unforeseen, liquidated or unliquidated, matured or unmatured, contingent or fixed,
existing or hereinafter arising, in law, equity orotherwise, that any such Releasing Party
would have been legally entitled to assert (whetheindividually or collectively) or on
behalf of the holder of any Claim or Interest or oher Entity, based on or relating to, or
in any manner arising from, in whole or in part, the Debtor, the Estate, the conduct of
the Debtor's business, the Chapter 11 Case, the prase, sale or rescission of the
purchase or sale of any security of the Debtor orhie Reorganized Debtor, the subject
matter of, or the transactions or events giving rie to, any Claim or Interest that is
treated in the Plan, the business or contractual aangements between the Debtor and
any Released Party, the Debtor's restructuring, therestructuring of any Claim or
Interest before or during the Chapter 11 Case, DIRCredit Facility Documents, the DIP
Order, the Bridge Loan Documents, the Disclosure &tement, the Restructuring Support
Agreements, any Restructuring Transactions and thePlan and related agreements,
instruments, and other documents (including the Ddfitive Documents), and the
negotiation, formulation, or preparation thereof, the solicitation of votes with respect to
the Plan, or any other act or omission, in all casebased upon any act or omission,
transaction, agreement, event, or other occurrenceking place on or before the Effective
Date, including, without limitation, all Avoidance Actions; provided that nothing in
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Section 10.6(b) of the Plan shall be construed telease the Released Parties from gross
negligence, willful misconduct, or intentional frawd as determined by a Final Order.

Entry of the Confirmation Order shall constitute the Bankruptcy Court’s
approval, pursuant to Bankruptcy Rule 9019, of theforegoing release, which includes by
reference each of the related provisions and defitions contained in the Plan, and
further, shall constitute the Bankruptcy Court’'s finding that such release is: (1)
consensual; (2) essential to the confirmation of éhPlan; (3) given in exchange for the
good and valuable consideration provided by the Rehsed Parties; (4) a good faith
settlement and compromise of the Claims released gheby; (5) in the best interests of the
Debtor and all holders of Claims and Interests; (6)fair, equitable, and reasonable; (7)
given and made after due notice and opportunity forhearing; and (8) a bar to the
Debtor, the Reorganized Debtor, or the Estate asdarg any Claim or Cause of Action
released pursuant to such release.

7. Exculpation

To the extent permitted under 1125(e) of the Bankmitcy Code and New York
Rules of Professional Conduct, notwithstanding anyiting herein to the contrary, and to
the maximum extent permitted by other applicable lav, no Exculpated Party will have or
incur, and each Exculpated Party is hereby releasednd exculpated from, any claim,
obligation, suit, judgment, damage, demand, debt,ight, cause of action, remedy, loss,
and liability for any claim in connection with or arising out of the administration of the
Chapter 11 Case, the negotiation, formulation, pregration, and pursuit of the Disclosure
Statement, the Restructuring Support Agreements, tb DIP Credit Facility Documents,
the DIP Order, the Bridge Loan Documents, the tranactions relating to the Debtor's
restructuring, the Plan, or the solicitation of voes for, or confirmation of, the Plan, the
funding or consummation of the Plan (including thePlan Supplement), the Definitive
Documents, the Restructuring Transactions, or any @lated agreements, instruments, or
other documents, the solicitation of votes on the I&n, the offer, issuance, and
Distribution of any Securities issued or to be is®d pursuant to the Plan, whether or not
such Distribution occurs following the Effective Da&e, the occurrence of the Effective
Date, negotiations regarding or concerning any ofnte foregoing, or the administration of
the Plan or property to be distributed under the P&n, except for actions determined by
Final Order to constitute gross negligence, willfuimisconduct, or intentional fraud. This
exculpation shall be in addition to, and not in lintation of, all other releases,
indemnities, exculpations and any other applicablelaw or rules protecting such
Exculpated Parties from liability. Nothing in the Plan shall be deemed to be a release or
waiver of the Reorganized Debtor's obligations undethe Exit Facility Documents.

8. Retention of Causes of Action/Reservation of Rights

Unless any Causes of Action against an Entity aqeressly waived, relinquished,
exculpated, released, compromised, or settledarPian, including pursuant to Section 10.6(a)
of the Plan, the DIP Order, or a Final Order, itaadance with section 1123(b) of the
Bankruptcy Code, the Reorganized Debtor shallmesad may enforce all rights to commence
and pursue any and all Causes of Action, whethisingrbefore or after the Petition Date,
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including any actions specifically enumerated ie fAlan Supplement, and the Reorganized
Debtor’s rights to commence, prosecute, or setitth SCauses of Action shall be preserved
notwithstanding the occurrence of the Effectiveddio Entity may rely on the absence of

a specific reference in the Plan, the Plan Supplemg or the Disclosure Statement to any
Cause of Action against them as any indication thathe Debtor or the Reorganized
Debtor will not pursue any and all available Cause®f Action against them. The Debtor
and the Reorganized Debtor expressly reserve allghts to prosecute any and all Causes
of Action against any Entity, except as otherwisexpressly provided in the Plan. Unless
any Causes of Action against an Entity are expregalved, relinquished, exculpated, released,
compromised, or settled in the Plan, including parg to Section 10.6(a) of the Plan, the DIP
Order, or a Bankruptcy Court order, the Reorgani2etitor expressly reserves all Causes of
Action, for later adjudication, and, therefore, mieclusion doctrine, including the doctrines of
res judicata, collateral estoppel, issue preclysitaim preclusion, estoppel (judicial, equitable,
or otherwise), or laches, shall apply to such CaudeéAction upon, after, or as a consequence
of the confirmation or consummation of the Planor Ehe avoidance of doubt, in no instance
will any Cause of Action preserved pursuant to 8ac10.8 of the Plan include any claim or
Cause of Action with respect to, or against, a &ssd Party.

In accordance with section 1123(b)(3) of the Bapkety Code, any Causes of Action
preserved pursuant to the first paragraph of Sedtt8 of the Plan that the Debtor may hold
against any Entity shall vest in the Reorganizetitbe The Reorganized Debtor, through its
authorized agents or representatives, shall retlaihmay exclusively enforce any and all such
Causes of Action. The Reorganized Debtor shallehtne exclusive right, authority, and
discretion to determine and to initiate, file, progte, enforce, abandon, settle, compromise,
release, withdraw, or litigate to judgment any s@auses of Action, or to decline to do any
of the foregoing, without the consent or approviaay third party or any further notice to or
action, order, or approval of the Bankruptcy CouRor the avoidance of doubt, the Debtor
and the Reorganized Debtor shall not retain anintSlar Causes of Action released pursuant
to the Plan against the Released Parties or angmoigr chapter 5 of the Bankruptcy Code
(except that such Claims or Causes of Action mayasgerted as a defense to a Claim in
connection with the claims reconciliation and otjat procedures pursuant to section 502(d)
of the Bankruptcy Code or otherwise).

9. Solicitation of Plan

As of and subject to the occurrence of the ContionaDate: (a) the Debtor shall be
deemed to have solicited acceptances of the Playjodad faith and in compliance with the
applicable provisions of the Bankruptcy Code, idelg sections 1125(a) and (e) of the
Bankruptcy Code, and any applicable non-bankrufdey, rule, or regulation governing the
adequacy of disclosure in connection with suchcation, and (b) the Debtor and its
respective directors, officers, employees, afékat agents, financial advisors, investment
bankers, professionals, accountants, and attostelsbe deemed to have participated in good
faith and in compliance with the applicable prawis of the Bankruptcy Code in the offer and
issuance of any Securities under the Plan, aneftdrer are not, and on account of such offer,
issuance, and solicitation will not be, liable al @ime for any violation of any applicable law,
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rule, or regulation governing the solicitation afcaptances or rejections of the Plan or the
offer and issuance of any Securities under the. Plan

Notwithstanding anything in the Plan to the contras of the Effective Date, pursuant
to section 1125(e) of the Bankruptcy Code, the Bel@nd each of its affiliates, agents,
representatives, members, principals, equityholdezgardless of whether such interests are
held directly or indirectly), officers, directorsnanagers, employees, advisors and attorneys
shall be deemed to have solicited acceptance oPke in good faith and in compliance with
the applicable provisions of the Bankruptcy Code] to have participated in good faith and in
compliance with the applicable provisions of thenBaptcy Code, in the offer, issuance, sale,
or purchase of a security offered or sold underRl@n, and shall not be liable to any Person
on account of such solicitation or participation.

10. Reimbursement or Contribution

If the Bankruptcy Court disallows a Claim for reimmbement or contribution of an
Entity pursuant to section 502(e)(1)(B) of the Bamtcy Code, then to the extent that such
Claim is contingent as of the Effective Date, suCkaim shall be forever disallowed
notwithstanding section 502(j) of the Bankruptcyd€punless prior to the Effective Date (a)
such Claim has been adjudicated as noncontingenth)othe relevant holder of a Claim has
fled a noncontingent proof of claim on accountsoich Claim and a Final Order has been
entered determining such Claim as no longer coetihg

11. Recoupment

In no event shall any holder of a Claim be entittedrecoup such Claim against any
Claim, right, or Cause of Action of the Debtor dretReorganized Debtor, as applicable,
unless such holder actually has performed suchupnent and provided notice thereof in
writing to the Debtor on or before the Confirmati®ate, notwithstanding any indication in
any proof of claim or otherwise that such holdeseats, has, or intends to preserve any right
of recoupment.

12.  Subordination Rights

Any Distributions to holders of Claims or Interestsall be received and retained free
from any obligations to hold or transfer the sameathy other holder and shall not be subject
to levy, garnishment, attachment, or other legalkcpss by any holder by reason of claimed
contractual subordination rights. On the Effectidate, any such subordination rights shall be
deemed waived, and the Confirmation Order shalktitate an injunction enjoining any Entity
from enforcing or attempting to enforce any connat legal, or equitable subordination rights
to property distributed under the Plan, in eachecather than as provided in the Plan;
provided that any such subordination rights shall be pkeskin the event the Confirmation
Order is vacated, the Effective Date does not ogtwaccordance with the terms of the Plan
or the Plan is revoked or withdrawn.
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J. Retention of Jurisdiction
1. Retention of Jurisdiction

Notwithstanding the entry of the Confirmation Ordend the occurrence of the
Effective Date, the Bankruptcy Court shall retamnsexclusive jurisdiction over all matters
arising under, or arising in, or relating to thea@ter 11 Case or the Plan to the fullest extent
legally permissible by 28 U.S.C. § 1334 to heard &y 28 U.S.C. § 157 to determine, all
proceedings in respect thereof, including for thkotving purposes:

(@) to hear and determine motions and/or applicatioos the
assumption or rejection of executory contracts aexpired leases, including Assumption
Disputes, and the allowance, classification, pigorcompromise, estimation, or payment of
Claims resulting therefrom;

(b) to determine any motion, adversary proceeding, iGgimn,
contested matter, and other litigated matter pgndim or commenced after the Confirmation
Date, including, any proceeding with respect toaase of Action;

() to ensure that Distributions to holders of Allow&daims are
accomplished as provided for in the Plan and thefiaation Order and to adjudicate any and
all disputes arising from or relating to Distritts under the Plan;

(d) to consider the allowance, classification, prigrigompromise,
estimation, or payment of any Claim or Interestjuding any Administrative Expense Claims;

(e) to enter, implement, or enforce such orders as leagppropriate
in the event the Confirmation Order is for any meastayed, reversed, revoked, modified, or
vacated;

)] to issue injunctions, enter and implement otheremdand take
such other actions as may be necessary or appepaarestrain interference by any Entity
with the consummation, implementation, or enforcaetmeff the Plan, the Confirmation Order,
or any other order of the Bankruptcy Court;

(g0 to hear and determine any application to modify &ian in
accordance with section 1127 of the Bankruptcy Caderemedy any defect or omission or
reconcile any inconsistency in the Plan, the D®ale Statement, or any order of the
Bankruptcy Court, including the Confirmation Order,such a manner as may be necessary to
carry out the purposes and effects thereof;

(h) to hear and determine all Professional Fee Claimg any
disputes related to Restructuring Expenses;

0] to hear and determine disputes arising in connectitth the
interpretation, implementation, or enforcement lnd Restructuring Support Agreements, the
Usage Stipulations (as defined in the Restructurwgpport Agreements), the Rejection
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Stipulations (as defined in the Restructuring SuppAgreements), the Soft Landing
Stipulations (as defined in the Restructuring Suppsgreements), the Super-Soft Landing
Stipulations (as defined in the Restructuring SuppAgreements), the Plan, the Plan
Supplement, the Confirmation Order, any transastimnpayments contemplated herein, or any
agreement, instrument, or other document goveramgelating to any of the foregoing;

()] to take any action and issue such orders as manedessary to
construe, interpret, enforce, implement, executd, @nsummate the Plan;

(K) to determine such other matters and for such gbtheposes as
may be provided in the Confirmation Order;

()] to hear and determine matters concerning statel, land federal
taxes in accordance with sections 346, 505, an® bf4he Bankruptcy Code (including any
requests for expedited determinations under se&i@&b) of the Bankruptcy Code);

(m) to hear, adjudicate, decide, or resolve any andchatters related
to Article X of the Plan, including the releasesctarge, exculpations, and injunctions issued
thereunder;

(n)  to enforce all orders previously entered by thekBaptcy Court;

(o) to resolve disputes concerning Disputed Claims de t
administration thereof;

(p) to hear and determine any other matters relatedtdeand not
inconsistent with the Bankruptcy Code and title &¥8the United States Code, including in
connection with or related to the Plan, the DisatesStatement, the Confirmation Order, the
Plan Supplement, or any document related to thegfung;

(@) to enter a final decree closing the Chapter 11 Case

N to recover all assets of the Debtor and propertyhef Estate,
wherever located;

(s) to hear and determine any rights, Claims, or CawdeAction
held by or accruing to the Debtor pursuant to tlekBuptcy Code or pursuant to any federal
statute or legal theory; and

() to hear and resolve any dispute over the applicaboany Claim
of any limit on the allowance of such Claim settlfioin sections 502 or 503 of the Bankruptcy
Code, other than defenses or limits that are asbarhder non-bankruptcy law pursuant to
section 502(b)(1) of the Bankruptcy Cogbepvided that, on and after the Effective Date and
after the consummation of the following agreememtslocuments, the Bankruptcy Court shall
not retain jurisdiction over matters arising out @f related to each of the Exit Facility
Documents, the Amended Organizational Documentd,th@ New Stockholders’ Agreement,
and the Exit Facilty Documents, the Amended Ommional Documents, and the New
Stockholders’ Agreement shall be governed by tlspeetive jurisdictional provisions therein.
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2. Courts of Competent Jurisdiction

If the Bankruptcy Court abstains from exercisingdeclines to exercise, jurisdiction or
is otherwise without jurisdiction over any matteisiag out of the Plan, such abstention,
refusal, or failure of jurisdiction shall have nffeet upon and shall not control, prohibit, or
limit the exercise of jurisdiction by any other e¢bhaving competent jurisdiction with respect
to such matter.

K. Miscellaneous Provisions
1. Payment of Statutory Fees

On the Effective Date and thereafter as may beimadjuthe Reorganized Debtor shall
(i) pay all fees incurred pursuant to section 188@hapter 123 of title 28 of the United States
Code, together with interest, if any, pursuant t8787 of title 31 of the United States Code
for the Debtor’s case, and (i) continue to file,cause to be filed, with the Bankruptcy Court
quarterly reports in accordance with t@perating Guidelines and Reporting Requirements for
Debtors in Possession and Trustees for Region 2, until such time as a final decree is entered
closing the Debtor’s case, a Final Order convertivegDebtor’s case to a case under chapter 7
of the Bankruptcy Code is entered, or a Final Odismissing the Debtor’s case is entered.

2. Substantial Consummation of the Plan

On the Effective Date, the Plan shall be deemebetgubstantially consummated under
sections 1101 and 1127(b) of the Bankruptcy Code.

3. Expedited Determination of Taxes

The Reorganized Debtor shall have the right to estjlan expedited determination
under section 505(b) of the Bankruptcy Code witkpeet to tax returns filed, or to be filed,
for any and all taxable periods of the Debtor tigilothe Effective Date.

4. Exemption from Certain Transfer Taxes

Pursuant to section 1146 of the Bankruptcy Code,th@ issuance, transfer or
exchange of any Securities or instruments, (b)dteation, filing or recording of any Lien,
mortgage, deed of trust, or other security interés} the making, assignment, filing or
recording of any lease or sublease or the makindetivery of any deed, bill of sale, or other
instrument of transfer under, pursuant to, in feréimce of, or in connection with the Plan,
including any deeds, bills of sale, or assignmestecuted in connection with any of the
transactions contemplated under the Plan or thevasting, transfer, or sale of any real or
personal property of the Debtor pursuant to, inlementation of or as contemplated in the
Plan (whether to the Reorganized Debtor or othewigd) the grant of Collateral under the
Exit Facilty Documents, and (e) the issuance, wahe modification, or securing of
indebtedness in furtherance of, or in connectiothwhe Plan, including the Confirmation
Order, shall not constitute a “transfer under arplaithin the purview of section 1146 of the
Bankruptcy Code and shall not be subject to ordaxeder any law imposing any document
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recording tax, stamp tax, conveyance fee, or o#wmilar tax, mortgage tax, real estate
transfer tax, mortgage recording tax, Uniform Comuia¢é Code filing or recording fee,
regulatory filing or recording fee, sales tax, us&, or other similar tax or governmental
assessment. Consistent with the foregoing, eaobrder of deeds or similar official for any
county, city, or Governmental Unit in which anytmsnent hereunder is to be recorded shall,
pursuant to the Confirmation Order, be ordered diretted to accept such instrument without
requiring the payment of any filing fees, documentatamp tax, deed stamps, stamp tax,
transfer tax, intangible tax, or similar tax.

5. Amendments

(@) Plan Modifications. Subject to the terms of the Restructuring
Support Agreements and with the consent of the ch@nB DIP Lenders, (i) the Debtor
reserves the right, in accordance with the Banksugfode and the Bankruptcy Rules, to
amend, modify or supplement the Plan prior to thigyeof the Confirmation Order, including
amendments or modifications to satisfy section {ip9f the Bankruptcy Code and (ii) after
entry of the Confirmation Order, the Debtor maypamrder of the Bankruptcy Court, amend,
modify, or supplement the Plan in the manner preditbr by section 1127 of the Bankruptcy
Code or as otherwise permitted by law, in each gadeut additional disclosure pursuant to
section 1125 of the Bankruptcy Code, except aBtmkruptcy Code may otherwise direct.

(b)  Other Amendments Subject to the Restructuring Support
Agreements and with the consent of the Tranche B D#nders, after the Confirmation Date,
so long as such action does not materially adyeedédct the treatment of holders of Claims
or Interests hereunder, the Debtor may remedy afgct or omission or reconcile any
inconsistencies in the Plan or the Confirmation @rdith respect to such matters as may be
necessary to carry out the purposes and effectheofPlan, and any holder of a Claim or
Interest that has accepted the Plan shall be de¢onédve accepted the Plan as amended,
modified, or supplemented. Before the EffectiveteDahe Debtor may make appropriate
technical adjustments and modifications to the Rad the documents contained in the Plan
Supplement without further order or approval of Bankruptcy Courtprovided, that such
technical adjustments and modifications do not eshlg affect in a material way the treatment
of holders of Claims or Interests and that any stezthnical adjustment or modification is
consistent with the Restructuring Support Agreesieandprovided further that the Debtor
may not modify or seek to modify the treatment le¢g DIP Claims without the prior written
consent of the Required Lenders (as defined irDilie Credit Agreement).

6. Effectuating Documents and Further Transactions

Each of the officers of the Reorganized Debtoruitharized, in accordance with his or
her authority under the resolutions of the appleaboard of directors or managers, to
execute, deliver, file, or record such contractstruments, releases, indentures, and other
agreements or documents and take such actions g@sbenanecessary or appropriate to
effectuate and further evidence the terms and tondiof the Plan.

On or before the Effective Date, the Debtor mag Wilith the Bankruptcy Court such
agreements and other documents as may be necessappropriate to effectuate and further
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evidence the terms and conditions of the Plan. [Dhbtor or the Reorganized Debtor, as
applicable, and all holders of Claims receivingtfilisitions pursuant to the Plan and all other
parties in interest shall, from time to time, pnepaexecute, and deliver any agreements or
documents and take any other actions as may bessageor advisable to effectuate the
provisions and intent of the Plan.

7. Revocation or Withdrawal of Plan

Subject to the terms of the Restructuring Suppate@ments, the Debtor reserves the
right to revoke or withdraw the Plan prior to théieEtive Date as to the Debtor. If the Plan
has been revoked or withdrawn prior to the Effecti®ate, or if confirmation or the
occurrence of the Effective Date as to the Debtmsdnot occur on the Effective Date, then,
with respect to the Debtor: (a) the Plan shallradl and void in all respects; (b) any
settlement or compromise embodied in the Planughey the fixing of or limiting an amount
of any Claim or Interest or Class of Claims or tagts), assumption of executory contracts or
unexpired leases affected by the Plan, and anyrndeaiuor agreement executed pursuant to
the Plan shall be deemed null and void; and (chingtcontained in the Plan shall (i) constitute
a waiver or release of any Claim by or againstany Interest in, the Debtor or any other
Entity, (i) prejudice in any manner the rights tfie Debtor or any other Entity, or
(i) constitute an admission of any sort by thebi#, any Supporting Creditor, any DIP
Lender, the DIP Agent or any other Entity. Thig\psion shall have no impact on the rights
of the Supporting Creditors or the Debtor, as smthf in the Restructuring Support
Agreements, or the DIP Lenders, DIP Agent or thédtbe as set forth in the DIP Credit
Facility Documents, in each case in respect ofsmh revocation or withdrawal.

8. Severability of Plan Provisions

If, before the entry of the Confirmation Order, aeym or provision of the Plan is held
by the Bankruptcy Court to be invalid, void, or ofegceable, the Bankruptcy Court, in each
case at the election and the request of the Delstmall have the power (subject to the
Restructuring Support Agreements) to alter andrpnét such term or provision to make it
valid or enforceable to the maximum extent prableEaconsistent with the original purpose of
the term or provision held to be invalid, void, wnenforceable, and such term or provision
shall then be applicable as altered or interpretddiwithstanding any such holding, alteration,
or interpretation, the remainder of the terms amalipions of the Plan shall remain in full
force and effect and shall in no way be affectedpaired or invalidated by such holding,
alteration, or interpretation. The Confirmationd@r shall constitute a judicial determination
and shall provide that each term and provisionhef Plan, as it may have been altered or
interpreted in accordance with the foregoing, Jjsv@id and enforceable pursuant to its terms,
(b) integral to the Plan and may not be deletedhodified without the consent of the Debtor
or the Reorganized Debtor (as the case may be)(@nibnseverable and mutually dependent.

9. Governing Law

Except to the extent that the Bankruptcy Code beot).S. federal law is applicable,
or to the extent an exhibit or schedule heretoaoschedule in the Plan Supplement or a
Definitive Document provides otherwise, the rightisities, and obligations arising under the
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Plan shall be governed by, and construed and esdort accordance with, the laws of the
State of New York, without giving effect to the miples of conflict of laws thereofirovided
that corporate or entity governance matters rgatinthe Debtor or the Reorganized Debtor
shall be governed by the laws of the state or eguoit incorporation or organization of the
Debtor or the Reorganized Debtor.

10. Time

In computing any period of time prescribed or aohby the Plan, unless otherwise set
forth in the Plan or determined by the Bankruptauf, the provisions of Bankruptcy Rule
9006 shall apply.

11. Dates of Actions to Implement the Plan

In the event that any payment or act under the Ramequired to be made or
performed on a date that is not on a Business Day) the making of such payment or the
performance of such act may be completed on oroas as reasonably practicable after the
next succeeding Business Day, but shall be deemé@dve been completed as of the required
date.

12. Immediate Binding Effect

Notwithstanding Bankruptcy Rules 3020(e), 6004(h)62, or otherwise, upon the
occurrence of the Effective Date, the terms of Blan and the Plan Supplement shall be
immediately effective and enforceable and deemedify upon and inure to the benefit of the
Debtor, the holders of Claims and Interests, thied®ed Parties, and each of their respective
successors and assigns, including the ReorganieétbbD

13. Deemed Acts

Subject to and conditioned on the occurrence ofBffective Date, whenever an act or
event is expressed under the Plan to have beenededane or to have occurred, it shall be
deemed to have been done or to have occurred withmufurther act by any party, by virtue
of the Plan and the Confirmation Order.

14.  Successors and Assigns

The rights, benefits, and obligations of any Entigmed or referred to in the Plan shall
be binding on, and shall inure to the benefit ofy heir, executor, administrator, successor, or
permitted assign, if any, of each Entity.

15.  Entire Agreement

On the Effective Date, the Plan, the Plan Supplépand the Confirmation Order shall
supersede all previous and contemporaneous ndgon$iatpromises, covenants, agreements,
understandings, and representations on such ssibgictof which have become merged and
integrated into the Plan.
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16. Exhibits to Plan

All exhibits, schedules, supplements, and appesadicethe Plan (including the Plan
Supplement) are incorporated into and are a patthePlan as if set forth in full therein.

17. Reservation of Rights

The Plan shall have no force or effect unless taakBiptcy Court shall enter the
Confirmation Order. None of the fiing of the Plaany statement or provision contained in
the Plan, or the taking of any action by any Deltath respect to the Plan, the Disclosure
Statement, or the Plan Supplement shall be or baalleemed to be an admission or waiver of
any rights of any Debtor with respect to the haddef Claims or Interests prior to the
Effective Date.

18. Plan Supplement

After any of such documents included in the Plapgment are filed, copies of such
documents shall be made available upon writtenestgto the Debtor’'s counsel at the address
above or by downloading such exhibits and documéwot® the Voting Agent’'s website at
www.kccllc.net/PALor the Bankruptcy Court’s website at https://wwacer.gov/

19.  Waiver or Estoppel

Each holder of a Claim or an Interest shall be d¢ekbto have waived any right to
assert any argument, including the right to ardw tts Claim or Interest should be Allowed
in a certain amount, in a certain priority, secuoechot subordinated by virtue of an agreement
made with the Debtor or its counsel, or any othetit¥, if such agreement was not disclosed
in the Plan, the Disclosure Statement, the Restringt Support Agreements, or papers filed
with the Bankruptcy Court prior to the Confirmati®ate.

20. Notices

To be effective, all notices, requests, and demaodsr upon the Debtor, or the DIP
Agent, as applicable, shall be in writing (incluglihy electronic or facsimile transmission) and,
unless otherwise expressly provided in the Plaall §ie deemed to have been duly given or
made when actually delivered or, in the case oicadty facsimile transmission, when received
and telephonically confirmed, addressed as follows:

Philippine Airlines, Inc.

PNB Financial Center

President Diosdado Macapagal Avenue
CCP Complex, Pasay City 1300

Metro Manila, Philippines

Attn: Nilo Thaddeus Rodriguez.

Email: nilo_rodriguez@pal.com.ph
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-and-

Debevoise & Plimpton LLP

919 Third Avenue

New York, New York 10022

Attn: Jasmine Ball, Esq.

Nick S. Kaluk, IlI, Esq.

Elie J. Worenklein, Esq.

Email: jball@debevoise.com
nskaluk@debevoise.com
eworenklein@debevoise.com

If to the DIP Agent:

Buona Sorte Holdings, Inc.
19F BDO Plaza 8737 Paseo de Roxas, Makati City,
Metro Manila, Philippines

with a copy to:

White & Case LLP

1221 Avenue of the Americas

New York, New York 10020
Attention: Todd Wolynski, Esq.
Richard Kebrdle, Esq.

Andrew Zatz, Esqg.

Email: todd.wolynski@whitecase.com
rkebrdle@whitecase.com
azatz@whitecease.com

After the occurrence of the Effective Date, the RReoized Debtor has authority to
send a notice to Entities that in order to contitueeceive documents pursuant to Bankruptcy
Rule 2002, such Entities must file a renewed reguesreceive documents pursuant to
Bankruptcy Rule 2002. After the occurrence of Bifective Date, the Reorganized Debtor is
authorized to limit the list of Entities receiviipcuments pursuant to Bankruptcy Rule 2002
to those Entities that have filed such renewed estyu

ARTICLE VI.

TRANSFER RESTRICTIONS AND CONSEQUENCES UNDER FEDERAL
SECURITIES LAWS

The issuance of and the distribution under the RBaithe New Common Stock to

holders of Allowed Class 3 Claims shall be exemptnf registration under the Securities Act
and any other applicable securities laws pursuarsettion 1145 of the Bankruptcy Code.
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Section 1145 of the Bankruptcy Code generally exsnfiom registration under the
Securities Act the offer or sale under a chapterpleh of a security of the debtor, of an
affiliate participating in a joint plan with the lok®r, or of a successor to the debtor under a
plan, if such securities are offered or sold inhexge for a claim against, or an interest in, the
debtor or such affiliate, or principally in suchceange and partly for cash. Section 1145 of
the Bankruptcy Code also exempts from registrati@noffer of a security through any right to
subscribe sold in the manner provided in the psemtence, and the sale of a security upon the
exercise of such right. In reliance upon this ex@om, the New Common Stock issued to
holders of Allowed Class 3 Claims generally will egempt from the registration requirements
of the Securities Act, and state and local seesritaws. These securities may be resold
without registration under the Securities Act ohestfederal or state securities laws pursuant
to the exemption provided by section 4(a)(1) of Securities Act, unless the holder is an
“underwriter” with respect to such securities, hattterm is defined in section 1145(b) of the
Bankruptcy Code. Thus, holders of securities dguersuant to the Plan who are deemed to
be “underwriters” as defined in section 1145(b}ied Bankruptcy Code may be limited in who
they could transfer such securities. In additsuch section 1145 exempt securities generally
may be resold without registration under state sl laws pursuant to various exemptions
provided by the respective laws of the severakstat

Section 1145(b) of the Bankruptcy Code defines &maliter” for purposes of the
Securities Act as one who, except with respectrtiinary trading transactions, (i) purchases a
claim with a view to distribution of any securitp e received in exchange for the claim,
(i) offers to sell securities issued under a gianthe holders of such securities, (iii) offers to
buy securities issued under a plan from personsivieg such securities, if the offer to buy is
made with a view to distribution, or (iv) is an uss, as used in section 2(a)(11) of the
Securities Act, with respect to such securitiesiclvincludes control persons of the issuer.

Notwithstanding the foregoing, control person umdéers may be able to sell
securities without registration pursuant to theakedimitations of Rule 144 of the Securities
Act which, in effect, permit the resale of secestreceived by such underwriters pursuant to a
chapter 11 plan, subject to applicable volume &toins, notice and manner of sale
requirements, and certain other conditions. Partido believe they may be statutory
underwriters as defined in section 1145 of the Bapicy Code are advised to consult with
their own legal advisers as to the availabilitytlod exemption provided by Rule 144.

In any case, recipients of new securities issuaetkiuthe Plan are advised to consult
with their own legal advisers as to the availapilitf any such exemption from registration
under state law in any given instance and as toampjicable requirements or conditions to
such availability.

The Debtor notes, however, that the stock issuetemuthe Plan will not be listed on
any exchange. There can be no assurance thatie® ading market for the New Common
Stock will develop. Accordingly, no assurance t@ngiven that a holder of New Common
Stock will be able to sell such securities in theufe or as to the price at which any such sale
may occur. If such markets were to exist, suclurgiges could trade at prices higher or lower
than the value ascribed to such securities in tha Bepending upon many factors, including
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the prevailing interest rates, markets for sim#gcurities, general economic and industry
conditions, and the performance of, and invest@eetations for, the Reorganized Debtor.

ARTICLE VILI.

CERTAIN TAX CONSEQUENCES OF PLAN
A. Introduction

The following is a discussion of certain U.S. fedeancome tax consequences arising
from the consummation of the Plan to certain U.8lders (as defined below) of Claims. This
discussion is not a complete analysis of all paaend.S. federal income tax consequences
arising from the consummation of the Plan and demsaddress any U.S. state or local or
non-U.S. tax consequences or any U.S. federalegsgdt, alternative minimum or other tax
consequences other than income tax consequencéss diBcussion is based on the U.S.
Internal Revenue Code of 1986, as amended (the €QodJ.S. Treasury Regulations
promulgated or proposed thereunder (the “Treasuegukitions”) and administrative and
judicial interpretations thereof, all as in effemt the date hereof, and all of which are subject
to change, possibly with retroactive effect, ordifferent interpretation. No ruling has been or
will be sought from the Internal Revenue Servidee (fIRS”), and no legal opinion of counsel
will be rendered, with respect to any of the U.&lefral income tax consequences discussed
below, and no assurance can be given that the IRSwav take a position contrary to any
discussion below or that any such contrary posti@uld not be sustained by a court.

This discussion does not address all of the U.&r#d income tax consequences that
may be relevant to specific U.S. Holders in lighttieeir particular circumstances or to such
holders subject to special treatment under U.Ser@ddincome tax law (such as banks,
insurance companies, dealers in securities or dtbkelers that generally mark their securities
to market for U.S. federal income tax purposes;eteempt entities, retirement plans, regulated
investment companies, real estate investment frastsain former citizens or residents of the
United States, holders that hold their Claims a% paa straddle, hedge, conversion or other
integrated transaction, holders that have a “foneti currency” other than the U.S. dollar or
holders that may own or may be deemed to own faligwhe consummation of the Plan 10%
or more (by vote or value) of New Common Stock).

As used in this discussion, the term “U.S. Holdeeans a beneficial owner of a Claim
that is entitled to vote on the Plan, which bemdfiowner for U.S. federal income tax
purposes is (i) an individual who is a citizen esident of the United States, (i) a corporation
created or organized in or under the laws of théedrStates, any state thereof or the District
of Columbia, (ii) an estate the income of which sabject to U.S. federal income tax
regardless of its source or (iv) a trust (x) wigspect to which a court within the United
States is able to exercise primary supervision @geadministration and one or more United
States persons have the authority to control altoBubstantial decisions or (y) that has in
effect a valid election under applicable Treasuggiations to be treated as a United States
person.
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If an entity treated as a partnership (or othersythgough entity) for U.S. federal
income tax purposes holds a Claim, the U.S. fedecalme tax consequences arising from the
consummation of the Plan will depend in part uplea $tatus and activities of such entity and
the particular partner. Any such entity should szdhits own tax advisor regarding the U.S.
federal income tax consequences arising from tmswwomation of the Plan applicable to it and
its partners.

The following discussion assumes that each instntrdenominated as debt described
herein will be treated as such for U.S. federabine tax purposes. In the event that an
instrument denominated as debt were treated asyeiguiU.S. federal income tax purposes,
the tax consequences described herein could beiatigtdifferent.

The following discussion assumes that the Allowdaks€ 3 Claims held by U.S. Holders
are denominated in U.S. dollars. In the event thal.S. Holder holds an Allowed Class 3
Claim denominated in a currency other than U.Sladgl the tax consequences to such U.S.
Holder could be materially different from those ciésed herein. Any such U.S. Holder should
consult its own tax advisor regarding the tax cqosaces arising from the consummation of
the Plan applicable to it.

The following discussion does not address the @xseqguences of the receipt by a
U.S. Holder or any other Person of any considematther than as described in Article V
above or any transaction undertaken by a U.S. Hateer than in its capacity as such holder.

THE FOLLOWING DISCUSSION IS FOR INFORMATION PURPOSEONLY
AND IS NOT A SUBSTITUTE FOR CAREFUL TAX PLANNING A ADVICE BASED
ON THE PARTICULAR CIRCUMSTANCES OF EACH HOLDER OF &LAIM. EACH
HOLDER OF A CLAIM IS URGED TO CONSULT ITS OWN TAX BVISORS AS TO
THE U.S. FEDERAL INCOME TAX CONSEQUENCES, AS WELLSAOTHER TAX
CONSEQUENCES, INCLUDING UNDER ANY APPLICABLE U.S.TATE OR LOCAL
AND NON-U.S. LAW, OF THE CONSUMMATION OF THE PLAN ® SUCH HOLDER.

B. Certain U.S. Federal Income Tax Consequences to thaebtor

Generally, the Plan is not expected to have anyemahtU.S. federal income tax
consequences to the Debtor. Accordingly, this disioln does not address any U.S. federal
income tax consequences relevant to the implementaft the Plan to the Debtor.

C. Consequences of the Plan to U.S. Holders of Allowedlass 3 Claims
(@) General

Pursuant to the Plan, each U.S. Holder of an Albvass 3 Claim will receive, in
satisfaction of such Claim, its Pro Rata share asddured New Equity Allocation, which
consists of 20.5% of the New Common Stock.

(b)  Treatment of Exchange of Allowed Class 3 Claims foNew
Common Stock

72



21-11569-scc Doc 244 Filed 11/09/21 Entered 11/09/21 15:24:22 Main Document
Pg 82 of 140

The U.S. federal income tax consequences of the ®laUu.S. Holders of Allowed
Class 3 Claims will depend on whether the exchamgéllowed Class 3 Claims for New
Common Stock pursuant to the Plan constitutes abtaxtransaction or a tax-deferred
transaction, such as recapitalization under se@&s of the Code.

If Allowed Class 3 Claims constitute “securitieglt fU.S. federal income tax purposes,
the exchange of Allowed Class 3 Claims for New CammnStock may qualify as a
recapitalization for U.S. federal income tax pugms Whether a debt instrument is considered
a security for such purposes is determined basedlloof the facts and circumstances, but
most authorities have held that the length of #entof a debt instrument is an important
factor in determining whether such instrument iseaurity. Under the relevant authorities, a
debt instrument with a term of less than five yegenerally would not be considered a
security, while a debt instrument with a term oh tgears or more generally would be
considered a security for such purposes (unless délctors support non-security treatment).
The treatment of a debt instrument with an init&im of five to ten years is uncertain. There
are a number of other factors that could be takeém account in determining whether a debt
instrument is a security. A U.S. Holder of an AlledvClass 3 Claim should consult its own
tax advisor regarding the characterization of alowd Class 3 Claim as a security for U.S.
federal income tax purposes.

If the exchange of Allowed Class 3 Claims for Newn@non Stock constitutes a
recapitalization, U.S. Holders of Allowed Class &i@s that constitute securities generally
would not recognize any gain or loss upon the exgdgother than potentially with respect to
any New Common Stock treated as received in setisfaof accrued but unpaid interest). In
such case, a U.S. Holder’s tax basis in the New r@G@mStock received (other than any New
Common Stock treated as received in satisfactiomoafued but unpaid interest) should be
equal to the tax basis in the Allowed Class 3 lamxchanged therefor, and the holding
period for such New Common Stock should include hlodding period for the exchanged
Allowed Class 3 Claims. The remainder of this déston assumes that the exchange of
Allowed Class 3 Claims for New Common Stock doed nonstitute a recapitalization.
However, each U.S. Holder of Allowed Class 3 Clash®uld consult its own tax advisor
about the consequences to them that may applyeiretient that the exchange of Allowed
Class 3 Claims for New Common Stock pursuant toRla@ constitutes a recapitalization.

If the exchange of Allowed Class 3 Claims for Nean@non Stock does not constitute
a recapitalization, a U.S. Holder of an Allowed $3l&8 Claim generally will recognize gain or
loss in an amount equal to the difference betwagrthé fair market value of the New
Common Stock received in the exchange (other thgnNew Common Stock treated as
received in satisfaction of accrued but unpaidredg and (i) the U.S. Holder's adjusted tax
basis, if any, in such Allowed Class 3 Claim. Sgetin or loss should be capital in nature so
long as the Allowed Class 3 Claim is held as atahpisset (subject to the “market discount”
rules discussed below unde~Market Discount”) and should be long-term capitaihgor loss
to the extent that the U.S. Holder has a holdingodein such Allowed Class 3 Claim of more
than one year. The deductibility of capital losgsubject to limitations. U.S. Holders of
Allowed Class 3 Claims should consult their own tavisors regarding the treatment of any
capital losses. The U.S. Holder's tax basis & few Common Stock received should equal
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the fair market value of the New Common Stock oa tlate received. The U.S. Holder’s
holding period in the New Common Stock receivedughdegin on the day following the

Effective Date. See the discussion below undeAtcrued but Unpaid Interest” regarding the
U.S. federal income tax consequences relating ® réceipt of New Common Stock

attributable to accrued but unpaid interest.

Accrued but Unpaid Interest

To the extent that any amount received by a U.Sdétoof an Allowed Class 3 Claim
is attributable to accrued but unpaid interest, réeeipt of such amount should be taxable to
the U.S. Holder as ordinary interest income (to eékient that such accrued but unpaid interest
has not previously been included in such U.S. H&ddecome). A U.S. Holder may be
entitled to recognize a loss to the extent anyusttinterest previously included in its income
is not paid in full. Such loss may be ordinaryt the tax law is unclear on this point.

If the fair market value of the New Common Stockeieed by a U.S. Holder is not
sufficient to fully satisfy all principal and intest on such U.S. Holder's Allowed Class 3
Claims, the extent to which such New Common Stodkbe attributable to accrued interest is
unclear. Under the Plan, the aggregate considaragoeived in respect of Allowed Class 3
Claims will be allocated first to the principal anmd of such Claims, with any excess allocated
to unpaid interest, if any, that accrued on suchin@d through the Effective Date. Certain
legislative history indicates that an allocationcohsideration as between principal and interest
provided in a chapter 11 plan of reorganizationbisding for U.S. federal income tax
purposes, while certain Treasury Regulations tpesgiments as allocated first to any accrued
but unpaid interest. Accordingly, the IRS could gathe position that the consideration
received by a U.S. Holder should be allocated mesavay other than as provided in the Plan.
U.S. Holders of Allowed Class 3 Claims should cdingeir own tax advisors regarding the
proper allocation of the consideration receivedi®m under the Plan.

Market Discount

Under the “market discount” provisions of Sectidi#/6 through 1278 of the Code,
some or all of the gain realized by a U.S. Holdertlee exchange of an Allowed Class 3 Claim
for New Common Stock may be treated as ordinargme (instead of capital gain), to the
extent of the amount of accrued “market discoumt’sach Allowed Class 3 Claim.

Generally, a U.S. Holder has market discount onAlowed Class 3 Claim to the
extent that the “stated redemption price at matuof such Claim exceeds the U.S. Holder’s
initial tax basis in such Claim by more thameminimis amount. Under the market discount
rules, the U.S. Holder generally will be requiredtteat as ordinary income any gain on the
taxable disposition of such Claim to the extentny accrued market discount on such Claim.
For this purpose, market discount generally witrae ratably during the period from the date
of acquisition of such Claim to the maturity datesach Claim, unless the U.S. Holder elects
to accrue the market discount on such Claim underconstant yield method, which election,
once made, is irrevocable.

Medicare Taxes
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In addition to regular U.S. federal income taxtaerU.S. Holders that are individuals,
estates or trusts are subject to a 3.8% tax oor all portion of their “net investment income,”
which may include net gain recognized on the exgbaof Allowed Class 3 Claims for New
Common Stock pursuant to the Plan. U.S. Holdeet #re individuals, estates or trusts
should consult their own tax advisors regarding applicability of this tax to the exchange.

(©) Consequences of the Plan to a U.S. Holder of the @ership
and Disposition of New Common Stock

Distributions

A U.S. Holder that receives a distribution of cashother property (other than certain
distributions of the Debtor’s stock or rights tagate the Debtor’s stock) with respect to New
Common Stock generally will be required to inclutte amount of such distribution in gross
income as a dividend (without reduction for any #uh6. tax withheld from such distribution)
to the extent of the Debtor’s current or accumualagarnings and profits (as determined for
U.S. federal income tax purposes). To the exteamtaimount of such distribution exceeds the
Debtor’s current and accumulated earnings and tprafi generally will be treated first as a
non-taxable return of capital to the extent of sutl. Holder’'s adjusted tax basis in such
New Common Stock and then as gain (which will lmated in the manner described below
under “—Sale, Exchange or Other Disposition of Nemmmon Stock”). The Debtor has not
maintained and does not currently expect to maintaiculations of earnings and profits for
U.S. federal income tax purposes. As a result,.% Blolder may need to include the entire
amount of any such distribution in income as adeiud.

The amount of any distribution to a U.S. Holder dew Common Stock made in a
currency other than U.S. dollars is the U.S. dolaue of the amount distributed translated at
the spot rate of exchange on the date such distibis received by such U.S. Holder. Such
U.S. Holder generally will have a basis in sucheotturrency equal to the U.S. dollar value of
such currency on the date of such receipt. Any gai loss on a conversion or other
disposition of such other currency by such U.S.ddpblgenerally will be treated as ordinary
income or loss from sources within the United Sate

A distribution on New Common Stock that is treat@sl a dividend generally will
constitute income from sources outside the UnitedeS and generally will be categorized for
U.S. foreign tax credit purposes as “passive categwome” or, in the case of some U.S.
Holders, as “general category income”. Such dmnaevill not be eligible for the “dividends
received” deduction generally allowed to corporat@reholders with respect to dividends
received from U.S. corporations. A U.S. Holder ni@y eligible to elect to claim a U.S.
foreign tax credit against its U.S. federal incotag liability, subject to applicable limitations
and holding period requirements, for any non-U& withheld from distributions received in
respect of its New Common Stock. A U.S. Holdett haes not elect to claim a U.S. foreign
tax credit for non-U.S. income tax withheld mayt@asl claim a deduction for such withheld
tax, but only for a taxable year in which the UHRlder elects to do so with respect to all
non-U.S. income taxes paid or accrued by such Hdder in such taxable year. The rules
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relating to U.S. foreign tax credits are very cogmpland each U.S. Holder should consult its
own tax advisor regarding the application of sudles.

A distribution on New Common Stock treated as addmd that is received by an
individual (or certain other non-corporate U.S. ¢iwb) from a “qualified foreign corporation”
generally qualifies for preferential rates of taxleng as (i) the distributing company is not a
passive foreign investment company (as describé&mvbender “—Passive Foreign Investment
Company Considerations”) during the taxable yeaxvinich the distribution is made or the
preceding taxable year and (i) certain holding iqeerand other requirements are met.
Dividends paid on New Common Stock should qualify the preferential rates of tax if the
Debtor is treated as a qualified foreign corporatand the conditions in clauses (i) and (ii)
above are met. A non-U.S. corporation generally bgl considered to be a qualified foreign
corporation if it is eligible for the benefits of @mprehensive income tax treaty with the
United States that the U.S. Treasury determinesatisfactory for purposes of this provision
and that includes an exchange of information pnograrhe tax treaty between the United
States and the Philippines as currently in effeeets these requirements. The Debtor believes
that it is currently eligible for the benefits afich tax treaty, but no assurance can be given
that it will be so eligible at all times. Moreoyethe IRS may disagree with the Debtor’s
conclusion. Therefore, no assurance can be ghanthe Debtor will be treated as a qualified
foreign corporation for these purposes and thah queferential rates of tax will apply to
dividends paid on New Common Stock held by a U.8ldet. Special rules apply with respect
to dividends qualifying for the preferential rates purposes of determining the recipient’s
investment income (which may limit deductions fawdstment interest) and foreign income
(which may affect the amount of U.S. foreign taxedit) and to certain extraordinary
dividends. Each U.S. Holder that is a non-corporaxpayer should consult its own tax
advisor regarding the possible applicability of theeferential rates of tax and the related
restrictions and special rules.

Sale, Exchange or Other Disposition of New Commont&k

A U.S. Holder generally will recognize gain or logx U.S. federal income tax
purposes upon the sale, exchange or other dismo®tfi New Common Stock in an amount
equal to the difference, if any, between the amaealized on the sale, exchange or other
disposition and such U.S. Holder's adjusted taxsbiassuch New Common Stock. Any gain
or loss so recognized generally will be capitahgai loss and will be long-term capital gain or
loss if such U.S. Holder has held such New CommimeckSfor more than one year at the time
of such sale, exchange or other disposition. ag-term capital gain of certain non-
corporate U.S. Holders generally is subject to gueaftial rates of tax. The deductibility of
capital losses is subject to limitations. Such gairloss generally will be from sources within
the United States.

A U.S. Holder that receives currency other thaB.lWlollars from the sale, exchange
or other disposition of New Common Stock generaily realize an amount equal to the U.S.
dollar value of such other currency translatedhat $pot rate of exchange on the settlement
date of such sale, exchange or other dispositiofi ifuch U.S. Holder is a cash basis or
electing accrual basis taxpayer and the New Com8togk is treated as being “traded on an
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established securities market” or (i) such settietndate is also the date of such sale,
exchange or other disposition. Such U.S. Holderegaly will have a basis in such other

currency equal to the U.S. dollar value of suchrengy on the settlement date. Any gain or
loss on a conversion or other disposition of suatremicy by such U.S. Holder generally will

be treated as ordinary income or loss from soungtsn the United States. Each U.S. Holder
should consult its own tax advisor regarding thé&.Ufrederal income tax consequences of
receiving currency other than U.S. dollars from shé, exchange or other disposition of New
Common Stock.

Passive Foreign Investment Company Considerations

In general, a corporation organized outside thetddniStates will be treated as a
passive foreign investment company (“PFIC”) in dayable year in which either (i) at least
75% of its gross income is “passive income” or @ij) average at least 50% of the value of its
assets is attributable to assets that producevpassiome or are held for the production of
passive income. Passive income for this purposesrgiy includes, among other things,
dividends, interest, royalties, rents, and net &om commodities transactions and from the
sale or exchange of property that gives rise tsipasncome. In determining whether a non-
U.S. corporation is a PFIC, a proportionate shdréh@ income and assets of each corporation
in which it owns, directly or indirectly, at leagt25% interest (by value) generally is taken into
account.

The Debtor believes that it was not in 2020, andlaes not currently expect to
become, a PFIC for U.S. federal income tax purposéswever, because this determination is
made annually at the end of each taxable year srdkpendent upon a number of factors,
some of which are beyond the Debtor’s control, sashthe value of its assets (including
goodwill) and the amount and type of its incomeeréghcan be no assurance that the Debtor
will not be a PFIC in any taxable year or that IR& will agree with the Debtor’s conclusion
regarding its PFIC status in any taxable yearthéf Debtor is a PFIC in any taxable year, U.S.
Holders could suffer adverse consequences as destuelow.

If the Debtor is a PFIC in any taxable year durimgich a U.S. Holder owns New
Common Stock, such U.S. Holder could be liable ddditional taxes and interest charges
upon certain distributions by the Debtor or uposate, exchange or other disposition of the
New Common Stock at a gain, whether or not the @rebbntinues to be a PFIC. The tax
would be determined by allocating such distribwgiam gain ratably to each day of such U.S.
Holder’s holding period. The amount allocated he turrent taxable year and any holding
period of such U.S. Holder prior to the first tabeapear in which the Debtor is a PFIC would
be taxed as ordinary income (rather than capital) ggarned in the current taxable year. The
amount allocated to other taxable years would kedat the highest marginal rates applicable
to ordinary income for each such taxable year, amdnterest charge would also be imposed
on the amount of taxes so derived for each suchbtaxyear. In addition, a person who
acquires New Common Stock from a deceased U.S.édaoldho held such New Common
Stock in a taxable year in which the Debtor wag=&#CPgenerally would be denied the step-up
of the tax basis in such New Common Stock for UeBeral income tax purposes to the fair
market value of such New Common Stock at the da®uch deceased U.S. Holder’s death.
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Instead, such person would have a tax basis in Begihh Common Stock equal to the lower of
such fair market value or such deceased U.S. Hsld@x basis in such New Common Stock.

Certain elections may be available that wouldiltes alternative treatments (such as
mark-to-market treatment or “qualified electing dirireatment) of New Common Stock. In
order for a U.S. Holder to be able to make a “dedlielecting fund” election, however, the
Debtor would be required to provide such U.S. Holdath certain information. As the
Debtor does not expect to provide U.S. Holders it required information, prospective
investors should assume that a “qualified elechimgl” election would not be available.

If the Debtor is a PFIC in any taxable year dunmbich a U.S. Holder owns New
Common Stock, such U.S. Holder (i) may also sufidverse tax consequences under the
PFIC rules described above with respect to anyrd®@C in which the Debtor has a direct or
indirect equity interest and (i) generally will equired to file annually a statement setting
forth certain information with its U.S. federal oroe tax returns.

Each U.S. Holder should consult its own tax ades@garding the U.S. federal income
tax consequences of holding shares in a PFIC,dmguthe potential extension of the period of
limitations on assessment and collection of U.8effal ncome taxes arising from a failure to
file the statement described in the preceding pagdyg

Medicare Taxes

In addition to regular U.S. federal income taxtaer U.S. Holders that are individuals,
estates or trusts are subject to a 3.8% tax oor all portion of their “net investment income,”
which may include all or a portion of their incoragsing from a distribution with respect to
New Common Stock and net gain from the sale, exghaor other disposition of New
Common Stock.

Information Reporting and Backup Withholding

Under certain circumstances, information reportangd/or backup withholding may
apply to U.S. Holders with respect to payments ivecepursuant to the Plan or in respect of
New Common Stock, or proceeds from the sale, exghaor other disposition of New
Common Stock, unless an applicable exemption isfisgt Backup withholding is not an
additional tax. Any amounts withheld under the Kogc withholding rules generally will be
allowed as a refund or a credit against a U.S. étddU.S. federal income tax liability if the
required information is furnished by the U.S. Holda a timely basis to the IRS.

Reportable Transactions
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A U.S. Holder that participates in any “reportaltansaction” (as defined in U.S.
Treasury regulations) must attach to its U.S. faldeicome tax return a disclosure statement
on IRS Form 8886. U.S. Holders should consult tleein tax advisors as to the possible
obligation to file IRS Form 8886 with respect te tbale, exchange or other disposition of any
currency other than U.S. dollars received as ailligion on New Common Stock or as
proceeds from the sale, exchange or other dispositi New Common Stock.

(d) Disclosure Requirements for Specified Foreign Financial
Assets

Individual U.S. Holders (and certain U.S. entitiggecified in U.S. Treasury regulations)
who, during any taxable year, hold any interestamy “specified foreign financial asset”
generally will be required to file with their U.&deral income tax returns certain information
on IRS Form 8938 if the aggregate value of all sas$ets exceeds certain specified amounts.
"Specified foreign financial asset" generally i any financial account maintained with a
non-U.S. financial institution and may also includew Common Stock if it is not held in an
account maintained with financial institution. Substantial penalties neeyimposed, and the
period of limitations on assessment and collectadinU.S. federal income taxes may be
extended, in the event of a failure to comply. .UH®lders should consult their own tax
advisors as to the possible application to therthisffiling requirement.

(e) Consequences to a U.S. Holder of the Exchange of We
Common Stock for Parent Interests

The Debtor anticipates launching a mandatory exgdgmocess of converting the New
Common Stock into Parent Interests, within 12 mentf the Effective Date (any such
transaction, the Post-Emergence Conversidl). The Post-Emergence Conversion will be
subject to applicable regulatory approvals, incigdby the PSE, the Securities and Exchange
Commission (SEC) of the Philippines, the Bureauntérnal Revenue’s certificate authorizing
registration (CAR), and the satisfaction of certaiher conditions.

This discussion assumes that, in light of the meguregulatory approvals and certain
other conditions precedent, the Post-Emergence €sion will be treated for U.S. federal
income tax purposes as a separate transaction tiienexchange of Allowed Class 3 Claims
for New Common Stock pursuant to the Plan. Howegemen the mandatory nature of the
exchange process, this position is not free frombtl@and no assurance can be given that the
IRS will not take a position contrary, in which eahe tax consequences to U.S. Holders of
Allowed Class 3 Claims could be different from tbagescribed herein.

The U.S. federal income tax consequences of thieaage of New Common Stock for
Parent Interests pursuant to the Post-Emergencere@ion will depend on whether such
exchange constitutes a taxable transaction or -alééetred transaction, such as a contribution
to capital under section 351 of the Code or a raargtion under section 368 of the Code.
Assuming that the exchange of New Common StockPfarent Interests pursuant to the Post-
Emergence Conversion is treated as a taxable t@msaand subject to the discussion above
under “—Passive Foreign Investment Company Consideraticnd).S. Holder generally will
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recognize gain or loss on the exchange in an ameguél to the difference between (i) the

fair market value of the Parent Interests receivethe exchange and (i) the U.S. Holder’'s

adjusted tax basis, if any, in the New Common Stexéhanged therefor. Such gain or loss
should be capital in nature so long as the New ComBtock is held as a capital asset. The
deductibility of capital losses is subject to latibns. The U.S. Holder's tax basis in the

Parent Interests received should equal the faikebharalue of the Parent Interests on the date
received, and the U.S. Holder’s holding periodhie Parent Interests received should begin on
the following day.

The tax consequences to a U.S. Holder of the owiper@and disposition of Parent
Interests would be similar to those described abhawder “—Consequences of the Plan to a
U.S. Holder of the Ownership and Disposition of N&@@mmon Stock” with respect to the
New Common Stock.

Each U.S. Holder should consult its own tax adviegarding the tax consequences of
the Post-Emergence Conversion.

D. Certain Philippine Tax Consequences to the Debtor

The Debtor, as a corporation duly organized andtiegi under Philippine laws, is
subject to Philippine taxes.

In the execution of a debt instrument, a documgnsgamp tax (“DST”) is due at the
rate of 0.75% on the issue price of such instrum@ilippine law broadly defines debts
instruments. This term includes debentures, @atéds of indebtedness, due bills, bonds, and
loan agreements, including those signed abroadeiwhéne object of the contract is located or
used in the Philippines. The party signing, issuiagcepting, or transferring the document,
instrument or loan agreement wherever executed whenobligation or right arises from
Philippine sources shall be liable to pay the D83t the Plan, DST is due in the Philippines.
The obligation arises from Philippine sources. Dh&btor, as issuer of a debt instrument, is
domiciled in the Philippines. Either one of thetfgsm can be held liable for the DST. Whenever
one of the parties is exempt from paying DST, tlieeo party who is not exempt shall be
liable for the tax.

For the original issuance of shares by the Delite,DST is one percent (1%) based
on the par value of the shares of stock issued.

For purposes of the conversion of debt into equlg valuation of the debt and the
equity to be issued in exchange of the debt musprbperly determined. If the debt will be
revalued and/or impaired, effectively, the impaikedue is not a taxable gain of the Debtor.

Under the regulations, the cancellation and fomges of indebtedness may amount to
a payment of income, to a gift, or to a capitahsaction. The tax treatment depends on
whether the debtor performs services for a credaorthe creditor merely desires to provide a
gift to the debtor, or the cancellation is effeelyva distribution of dividend by the creditor in
favor of its shareholder debtor.
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Under the Financial Rehabilitation and Insolvenayt Af 2010 (“FRIA”), the “amounts
of any indebtedness or obligations reduced or ¥ergiin connection with a Plan's approval
shall not be subject to any tax.” Although the Amnot pursuant to FRIA, such tax treatment
may apply where the creditor is compelled to redineeindebtedness by way of compromise
to implement the rehabilitation of the Debtor.

Further, the impairment of loan shall only resultoi a taxable income if there is an
increase in the Debtor's assets. This is in acoocelavith the basic and generally accepted
principle of taxation. Taxable income is createmhirthe inflow of wealth. In a ruling issued by
the Bureau of Internal RevenueB(R"), it was explained that the cancellation of intkeiness
will not give rise to taxable income where the @ebwill remain in a capital deficiency position
after the condonation. A transaction does not gige to or create taxable income if the
taxpayer (i.e., Debtor) does not receive anythihgx@hangeable value. There must be a gain
or profit to be subject to income tax. If a debtngaired due to the inability to pay by the
Debtor, the impairment of debt will not be subjéztincome tax, provided the Debtor is in a
capital deficit position after the impairment ofotle

E. Certain Philippine Tax Consequences of the Plan tthe Holders of Allowed
Claims

In cases of assignment or transfer or the renewatootinuance of any agreement,
contract, charter, or any evidence of obligationnolebtedness, no DST shall be due if there is
no change in the maturity date or remaining perddcoverage from that of the original
instrument.

On the part of each holder of an Allowed Claim, ampairment of its loan to the
Debtor will have no donor’s tax consequence. Aslle, rtransfers for less than adequate and
full consideration shall be deemed as a gift subjecsix percent (6%) donor’s tax. Exchanges
done in the ordinary course of business will notcbasidered as a donation, provided there is
a bona fide transaction and the exchange is madenas length without donative intent.

In the Plan, the parties are compelled to compm@mimnsidering the Debtor’s financial
circumstances. Debt reduction or forgiveness isangrivilege, which the law considers to be
the object of the tax. Further, the reduced dedy qualify for DST exemption not just under
Section 19 of the FRIA but also under Section 19%he Philippine Tax Code, being a
“‘continuance of any agreement, contract, charter, any evidence of obligation or
indebtedness, if there is no change in the matdaty or remaining period of coverage from
that of the original instrument.”  Finally, theiseno donative intent.

For purposes of the conversion of the debt intateqi% DST is due on the par value
of the issued shares of stock.

After conversion and issuance of the New CommorckStohe sale of shares in an
unlisted company by the creditors (now stockholde&rssubject to capital gains tax and DST.
For sale of shares listed and traded through al lsiceck exchange, there is 0.6% stock
transaction tax based on gross selling price.
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If the exchange will be through share swap, thettaatment will be the same unless
qualified for tax free exchange under Section 4XCpf the Tax Code. The value of the
subject shares shall be properly determined. Thwapfacie fair market value of the unlisted
shares shall be its book value based on the latestable audited financial statements. For
listed shares sold, transferred, or exchanged dmutsf the local stock exchange, their fair
market value for tax purposes shall be the cloginge on the day when the shares are sold,
transferred, or exchanged. When no sale is madeeitocal stock exchange on the day when
the listed shares are sold, transferred, or exawnipe closing price on the day nearest to the
date of sale, transfer or exchange of the shamslshthe fair market value.

The series of transactions under the Plan mustidveed as a whole for tax purposes.
In case of audit, the BIR may consider the substara entirety of the Plan. “The incidence
of taxation depends upon the substance of a tramsagxx To permit the true nature of the
transaction to be disguised by mere formalismschviiist solely to alter tax liabilities, would
seriously impair the effective administration oéttax policies of Congress.”

a. Individual Creditors

For Philippine citizen and/or resident creditotse tmpairment of the loan to the Debtor
can be claimed as tax deductible loss or experesios 34(E) of the Tax Code provides that:

“(1) In General. - Debts due to the taxpayer attumdcertained to be worthless and
charged off within the taxable year except thos¢ cwmnnected with profession, trade or
business and those sustained in a transactioneenteto between parties mentioned under
Section 36 (B) of this Code: Provided, That recgvef bad debts previously allowed as
deduction in the preceding years shall be includegart of the gross income in the year of
recovery to the extent of the income tax benefisaifl deduction.

(2) Securities Becoming Worthless. - If securitias, defined in Section 22 (T), are
ascertained to be worthless and charged off wittntaxable year and are capital assets, the
loss resulting therefrom shall, in the case of »@ager other than a bank or trust company
incorporated under the laws of the Philippines astantial part of whose business is the
receipt of deposits, for the purpose of this Titke, considered as a loss from the sale or
exchange, on the last day of such taxable yearapital assets.”

Pursuant to Section 36(B) of the Tax Code, lossesried between related parties are
not allowed as tax deduction.

The Tax Code requires that the debt or loan musadbeally worthless or impaired.
Under the Plan, the loss due to impairment of a Igarealized and can be considered as tax
deductible when such loan is converted into shafestock, which have a value lower than the
balance of the loan prior to the impairment or @sion into equity.

As to the conversion of a loan into equity, it isapital investment. It does not qualify
as a taxable income, as mentioned earlier. Hericés hot subject to income tax. The
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conversion is likewise not subject to donor's felRere is no donative intent. The issuance of
shares is subject to one percent (1%) DST on thergdae of the shares issued.

After conversion of the debt, the creditors will §t®ckholders of the Debtor entitled to
receive dividends. Cash and/or property dividerateived by individual Filipino citizens and/or
residents are subject to ten percent (10%) findihwiding tax.

For subsequent sale of shares, fifteen percent \X&3ital gains tax shall be due on
the net gain and 0.75% DST shall be due on thevglae of the shares sold.

For non-resident foreign individual creditors wh@ &ngaged in trade or business in the
Philippines, there shall be similar tax consequeneecept for their dividends. Cash and/or
property dividends, if any, will be subject to twempercent (20%) final withholding tax.

For non-resident foreign individual creditors whie aot engaged in trade or business
in the Philippines, there shall be similar tax @apgences except they may not claim loss as
deduction. 25% final withholding tax shall be due their entire income from sources within
the Philippines (including receipt of cash and/aropgerty dividends from the Debtor).
Preferential tax rate may apply depending on agiplic Tax Treaty, if any. A person may avail
of preferential treatment under a tax treaty, b compliance with the requirements
provided under Revenue Memorandum Order No. 14-2021

b. Domestic and/or Resident Corporations

The tax consequences are similar to the income ctansequences for Philippine
individual citizens and/or residents. The loss & &ctual reduction of claim shall be allowed
as a tax deduction.

Inter-corporate cash and/or property dividendssaigect to 0% tax.

The sale of shares is subject to fifteen percebto)lcapital gains tax based on the net
gain, and to 0.75% DST on the par value of theeshar

C. Non-resident Foreign Corporations

The tax consequences are similar to the income caxsequences for domestic
corporations and resident corporations, exceptldee cannot be claimed as tax deduction.
They may not claim tax deductible losses in deteingi taxable income. Twenty-five percent
(25%) final withholding tax shall be due on the ggancome received by the said creditors
from all sources within the Philippines (includimgceipt of cash and/or property dividends
from the Debtor).

A final withholding tax of fifteen percent (15%) ivbe imposed on cash and/or
property dividends received, provided that the ¢ourn which the non-resident foreign
corporation is domiciled shall allow a credit aghithe tax due from the said corporation’s
taxes deemed to have been paid in the Philippin€ee deemed tax paid shall at least be
equivalent to 15%, which represents the differebeaveen the regular income tax and the
15% tax on dividends. Preferential tax rate maylyadppending on applicable Tax Treaty, if
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any. A non-resident foreign corporation may avéipceferential treatment under a tax treaty,
subject to compliance with the requirements pravidader Revenue Memorandum Order No.
14-2021.

F. Information Reporting and Backup Withholding

Information reporting generally will apply to paynts to a U.S. Holder and Non-U.S.
Holders pursuant to the Plan, unless such holdenientity that is exempt from information
reporting and, when required, demonstrates this fény such payment to a U.S. Holder or a
Non-U.S. Holder that is subject to information rdpw generally will also be subject to
backup withholding, unless such holder providesappropriate documentation (generally, IRS
Form W-9 or an appropriate IRS Form W-8) to theliapple withholding agent certifying, in
the case of a U.S. Holder, that, among other thiitgstaxpayer identification number is
correct, or otherwise establishes an exemptionck@a withholding is not an additional tax.
Any amounts withheld under the backup withholdin@es generally will be allowed as a refund
or a credit against a holder's U.S. federal incampe liability if the required information is
furnished by such holder on a timely basis to R&.1

Treasury Regulations generally require disclosuyeabtaxpayer of its U.S. federal
income tax return of certain types of transactionghich the taxpayer participated, including,
among other types of transactions, certain traimsacthat result in the taxpayer’s claiming a
loss in excess of certain thresholds. U.S. Holdeesurged to consult their own tax advisors
regarding these regulations and whether the corégeaptransactions under the Plan would be
subject to these regulations and require disclosar®).S. Holders’ tax returns.

THE U.S. FEDERAL INCOME TAX CONSEQUENCES OF THE PNAARE
COMPLEX. THE FOREGOING SUMMARY DOES NOT DISCUSS BLIASPECTS OF
U.S. FEDERAL INCOME TAXATION THAT MAY BE RELEVANT TO A PARTICULAR
HOLDER OF A CLAIM IN LIGHT OF SUCH HOLDER’'S CIRCUMBANCES AND
INCOME TAX SITUATION. ALL HOLDERS OF CLAIMS SHOULDCONSULT WITH
THEIR OWN TAX ADVISORS AS TO THE PARTICULAR TAX COSEQUENCES TO
THEM OF THE TRANSACTIONS CONTEMPLATED BY THE PLANINCLUDING THE
APPLICABILITY AND EFFECT OF ANY U.S. STATE OR LOCALOR NON-U.S. TAX
LAWS, AND OF ANY CHANGE IN APPLICABLE TAX LAWS.

ARTICLE VIILI.

CERTAIN RISK FACTORS TO BE CONSIDERED

Prior to voting to accept or reject the Plan, haddef Claims and Interests should read
and carefully consider the risk factors set forétoty, in addition to the information set forth
in this Disclosure Statement together with any cht@ents, exhibits, or documents
incorporated by reference hereto. The factorsvbedbould not be regarded as the only risks
associated with the Plan or its implementation.
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A. Certain Bankruptcy Law Considerations
1. General

Although the Debtor believes that the Chapter 1%eQaill be of short duration and
will not be materially disruptive to its busineske Debtor cannot be certain that this will be
the case. Although the Plan is designed to mieiniie length of the Chapter 11 Case, it is
impossible to predict with certainty the amount tohe that the Debtor may spend in
bankruptcy or to assure parties in interest thatRlan will be confirmed. Even if confirmed
on a timely basis, bankruptcy proceedings to confine Plan could have an adverse effect on
the Debtor's business. Among other things, it asgible that bankruptcy proceedings could
adversely affect the Debtor’s relationships with ktey vendors, customers, and employees.
The proceedings will also involve additional expe@ed may divert some of the attention of
the Debtor's management away from business opegatio

2. Risk of Non-Confirmation of Plan

Although the Debtor believes that the Plan willisgtall requirements necessary for
confirmation by the Bankruptcy Court, there cannoeassurance that the Bankruptcy Court
will reach the same conclusion or that modificasict® the Plan will not be required for
confirmation or that such modifications would noecassitate re-solicitation of votes.
Moreover, the Debtor can make no assurances theit iteceive the requisite acceptances to
confirm the Plan, and even if the Class entitledidte on the Plan (the/bting Class’) votes
in favor of the Plan or the requirements for “cranvd” are met with respect to any Class that
rejects the Plan, the Bankruptcy Court, which megr@se substantial discretion as a court of
equity, may choose not to confirm the Plan. If Blan is not confirmed, it is unclear what
distributions (if any) holders of Claims or Intet®siltimately would receive with respect to
their Claims or Interests in a subsequent plareofganization.

3. Risk of Failing to Satisfy the Vote Requirement

In the event that the Debtor is unable to get @afit votes from the Voting Class, the
Debtor may seek to accomplish an alternative clalteplan or seek to cram down the Plan
on the non-accepting class. There can be no assuthat the terms of any such alternative
chapter 11 plan would be similar or as favorablédters of Allowed Claims and Interests as
those proposed in the Plan.

4, Risk of Non-Consensual Confirmation

In the event that all impaired Classes do not acoepare deemed not to accept the
Plan, the Bankruptcy Court may nevertheless condiuth Plan if at least one impaired Class
has accepted the Plan (with such acceptance beitggnaned without including the vote of
any “insider” in such class), and as to each ingghilass that has not accepted the Plan, the
Bankruptcy Court determines that the Plan “does distriminate unfairly” and is “fair and
equitable” with respect to the dissenting impaiotakses. Should any Class vote to reject the
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Plan, then these requirements must be satisfied regpect to such rejecting Classes. The
Debtor believes that the Plan satisfies these reqapeints.

5. Risk of Non-Occurrence of Effective Date

Although the Debtor believes that the Effective @awill occur soon after the
Confirmation Date, there can be no assurance athdotiming of the Effective Date. In
particular, there is no certainty regarding theirtgrto obtain the necessary approvals to issue
the New Common Stock from the Philippine Securitleschange Commission. If the
conditions precedent to the Effective Date sethfamtthe Plan have not occurred or have not
been waived as set forth in Article IX of the Plahen the Confirmation Order may be
vacated, in which event no distributions would badms under the Plan, the Debtor and all
holders of Claims or Interests would be restoredht status quo as of the day immediately
preceding the Confirmation Date, and the Debtofdigations with respect to Claims and
Interests would remain unchanged.

6. Risk of Termination of Restructuring Support Agreements

The Restructuring Support Agreements contain cepaovisions that give the parties
thereto the ability to terminate the applicable tReturing Support Agreement if certain events
occur. As noted above, termination of the Restmirng Support Agreements could result in a
protracted Chapter 11 Case, which could signifligaabd detrimentally impact the Debtor’s
relationships with vendors, suppliers, employees, @istomers.

7. Risk Related to Parties in Interest Objecting to tle Debtor’s
Classification of Claims and Interests

Section 1122 of the Bankruptcy Code provides thatlam may place a claim or an
interest in a particular class only if such claimimterest is substantially similar to the other
claims or interests in such class. The Debtorebes that the classification of Claims and
Interests under the Plan complies with the requergs set forth in the Bankruptcy Code.
However, there can be no assurance that a pariptemest will not object or that the
Bankruptcy Court will approve the classifications.

8. Risk Related to Possible Objections to the Plan

There is a risk that certain parties could oppase @bject to either the entirety of the
Plan or specific provisions of the Plan. Althoutjie Debtor believes that the Plan complies
with all relevant Bankruptcy Code provisions, theesm be no guarantee that a party in interest
will not file an objection to the Plan or that tBankruptcy Court will not sustain such an
objection, which may have a material negative imhmacthe value of the Reorganized Debtor.

9. Conversion to Chapter 7 Case

If no plan of reorganization can be confirmed, bthe Bankruptcy Court otherwise
finds that it would be in the best interest of les&l of Claims and Interests, the Chapter 11
Case may be converted to a case under chaptethé &ankruptcy Code, pursuant to which a
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trustee would be appointed to liquidate the Debtassets for distribution in accordance with
the priorities established by the Bankruptcy Cod8ee Article XI hereof, as well as the
Liquidation Analysis attached hereto Bshibit C, for a discussion of the effects that a chapter
7 liquidation would have on the recoveries of haddef Claims and Interests.

10. Plan Releases, Injunctions, and Exculpations May Nde Approved

There can be no assurances that the Plan releagexitions, and exculpations as
provided for in Article X of the Plan, will be greed. Failure of the Bankruptcy Court to
grant such relief may result in a plan of reorgainin that differs from the Plan or the Plan
not being confirmed.

11. The Ability to Enforce U.S. Judgments and Court Orcers Outside of
the United States May be Limited

The Debtor is a Philippine company with most of dssets, directors and officers
located in the Philippines. While the Debtor bade that sufficient legal grounds exist to
enforce any U.S. court judgment in the Philippine@ghird party may nevertheless attempt to
argue that such U.S. court judgments are unenfbkeaa the Philippines or that a separate
order from a Philippine Court would be requiredd an such situation, it is possible that a
Philippine court would find a U.S. court judgmemt be unenforceable against persons or
assets in the Philippines. Accordingly, the abild pursue remedies in the Philippines may be
limited as compared to the ability to pursue remedigainst a U.S. company and its assets,
directors and officers. Similarly, the Debtor malgo have difficulty enforcing a U.S. court
judgment in any other non-U.S. court, as it is gi&ssible that such non-U.S. court would
find a U.S. court judgment to be unenforceable reggapersons or assets in such non-U.S.
jurisdictions.

12.  Risk the Philippine Court will not Recognize the Clapter 11 Case
and the Confirmation Order

Although the Debtor believes that the Philippineu@owill grant the Debtor’s petition
for recognition of the Chapter 11 Case and the @uoafion Order, there can be no assurance
that the Philippine Court will reach the same cosidn. Recognition of the Chapter 11 Case
and the Confirmation Order are requirements for Pffen to go effective under the Plan.
Accordingly, failure for the Philippine Court toagt recognition could have an impact on the
ability to consummate the Plan.

B. Additional Factors Affecting Value of Reorganized [@btor
1. Claims Could Be More than Projected

There can be no assurance that the estimated Allcameount of Claims in certain
Classes will not be significantly more than progettwhich, in turn, could cause the value of
distributions to be reduced substantially. Indhtasome assumptions will not materialize, and
unanticipated events and circumstances may affectultimate results. Therefore, the actual
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amount of Allowed Claims may vary from the Debtopi®jections and feasibility analysis, and
the variation may be material.

2. Projections and Other Forward-Looking Statements Ae Not
Assured, and Actual Results May Vary

Certain of the information contained in this Distloe Statement is, by nature, forward-
looking, and contains (i) estimates and assumptihgh might ultimately prove to be
incorrect, and (i) projections which may be matlyidifferent from actual future experiences.
There are uncertainties associated with any pirojectand estimates, and they should not be
considered assurances or guarantees of the ambdunbhds or the amount of Claims in the
various Classes that might be Allowed.

C. Risks Relating to Debtor's Business and Financial @hdition
1. Liquidity Needs

The Debtor has substantial liquidity needs in tiperation of its business and faces
significant liquidity challenges. Accordingly, thBebtor believes that its cash and cash
equivalents will remain under pressure during 288d thereatfter.

A number of other factors, including the Debtorisahcial results in the recent year
due to the COVID-19 pandemic, its indebtedness, @nad difficult travel environment the
company faces adversely affect the availability gemins of funding that might be available to
the Debtor upon emergence from the Chapter 11 CAsea result of these and other factors,
there can be no assurances that the Debtor willlie to source capital at acceptable rates
and on acceptable terms, if at all, to fund futaperations. An inability to obtain necessary
additional funding on acceptable terms would haveaderial adverse impact on the Debtor
and on its ability to sustain its operations uparesgence from chapter 11.

2. Continued Disruptions Caused by the COVID-19 Pandein

Global financial markets have experienced sigmficeolatility and losses as a result of
the ongoing COVID-19 pandemic. This pandemic, Hreactions taken by federal, state and
local governments in response thereto, have gsignifly affected virtually all facets of the
global economy. Restrictions on, and public comaggarding, travel and public interaction
have materially curtailed air passenger travel. e T®OVID-19 pandemic resulted in the
temporary grounding of the Debtor’s passenger fieet may result in extended groundings in
the future. With specific reference to the Debtdnig in the Philippines, quota restrictions on
international arriving passengers have been impasetl continue to be imposed effectively
limiting the ability of the Debtor to ramp up itsbiound international arrivals.

Quarantines and other measures imposed in resgondee COVID-19 outbreak, as
well as ongoing concern regarding the virus’ pagéminpact, have had and will likely continue
to have a negative effect on economies and finem@sakets, including supply chain issues and
other business disruptions. The timely deliverygobds to the Debtor by its suppliers could
be adversely affected by supply chain disruptiorighe Debtor expects that the COVID-19
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pandemic will materially affect results in the ent and potentially future operating periods;
however, the duration and extent of potential gisoms is highly uncertain and will depend on
future developments with respect to, among othéig$h the pace of ongoing worldwide

vaccination efforts, the formation of new variawtsthe virus, the efficacy of vaccines with

respect to new variants of the virus, and the spasal severity of the virus. An extended
period of further economic deterioration could exadate the other risks described herein.
Additional effects of the recent conditions in thebal economy include higher rates of
unemployment, consumer hesitancy, and limited aviiily of credit, each of which may

constrict the Debtor’s business operations.

These have had a material effect on the Debtoremee growth and incoming
payments, and the impact may continue. If thesetber conditions limit the Debtor’s ability
to grow revenue or cause the Debtor’'s revenue tindeand the Debtor cannot reduce costs
on a timely basis or at all, the Debtor's operatmegults may be materially and adversely
affected.

3. Competition in the airline industry

The airline industry is highly competitive, incladi in the markets in which the Debtor
operates. The restructuring contemplated by the Ricludes steps to optimize the Debtor’s
fleet, network redesign, and financial restructyrin Given the industry and economic
environment, however, it is possible that major petitors will implement their own
restructuring initiatives. The effects of otherliaes’ restructuring actions on the Debtor’s
competitive cost position cannot yet be determineBecause the airline industry is highly
competitive, there can be no assurance that thegBeaed Debtor will be able to preserve
their current market positions.

In addition, the Debtor’'s major foreign airline cpetitors received direct financial aid
or guarantee and loan facilities from their respecgovernments ensuring their liquidity during
the pandemic. Such benefits place these compeiitoa better competitive position than the
Debtor.

4, Codeshare Agreements

Codeshare Agreements will be critical to Debtoggenue generation as it optimizes its
network. Any material modification to, or termirati of, the Debtor’'s codeshare agreements
with any of its codeshare partners could have aemnadt adverse impact upon the Debtor’s
financial and operating performance and cash flows.particular, a material modification or
termination of the Debtor’'s ability to continue it®deshare agreement with Air Philippines
Corp. d/b/a PAL Express, could have a materialeesbs impact upon the Debtor’s financial
and operating performance and cash flows. In @aditin the event these codeshare
agreements are terminated or otherwise materialigtiftad, the Debtor is unable to assure that
it would be able to enter into substitute codestamrangements, or that any such substitute
arrangements would be as favorable to the Debtdhesurrent codeshare agreements.
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5. Changes to the Debtor’'s Business Model

The Debtor devotes significant attention and resesirto restructuring its current
business. However, if it is unable to simplify @grrent operations in a manner that allows the
Debtor to maintain cost synergies, or if such siioption takes longer or costs more than
expected, this could reduce the Debtor’s earnimgadeersely affect its business and financial
results. A prolonged simplification process coaldo result in the loss of key employees,
diversion of management’s attention, disruptionjnb@rruption of, or the loss of momentum in
the Debtor’s business or inconsistencies in stalglarontrols, procedures, and policies, any of
which could adversely affect the Debtor’s ability maintain relationships with customers and
employees.

6. Substantial Aircraft Indebtedness

Even after the implementation of the restructurtgntemplated by the Plan, the
Debtor’'s substantial aircraft indebtedness mayt lisi financial and operating activities, and
may require the Debtor to dedicate a substantidgiqyoof cash flow from operations to the
payment of principal and interest on indebtedness thereby reduce the funds available for
operations and future business opportunities, ntak®re difficult for the Debtor to satisfy its
payment and other obligations under its indebtegntsit the Debtor’'s ability to borrow
additional money for working capital, capital exgiares, acquisitions, or other purposes, if
needed, and increase the cost of any of thesewings, and reduce the Debtor’s flexibility in
planning for or responding to changing business eaa@homic conditions.

The Debtor has historically needed substantialidigu to fund the growth of its
business, and its indebtedness may adversely atffeetbility to incur additional debt to fund
future needs.

7. Dependency on Original Equipment Manufacturers

The Debtor relies heavily on certain original equgmt manufacturers QEMs”) who
supply critical aircraft parts. The Debtor’'s odéras could be materially adversely affected by
the failure or inability of an OEM to provide suaféent parts or related support services on a
timely basis or by an interruption of fleet serviag a result of unscheduled or unanticipated
maintenance requirements for its aircratft.

8. Attrition and Loss of Key Personnel

Negative events or publicity associated with theyilar 11 Case could adversely affect
the Debtor’s relationships with its employees agaldl to higher turnover. In addition, such
negative events or publicity could adversely afféo¢ Debtor’s ability to attract qualified
personnel. This could continue to have adversecisffon the Debtor’s results of operations
and financial condition if the company is not atdefulfill its contractual obligations under the
capacity purchase agreements with the Debtor:nBiat
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Moreover, the Debtor's business depends upon thatefof its Chief Executive
Officer, Lucio Tan, and its other key management aperating personnel. It may have
difficulty replacing management or other key perssnwho leave and, therefore, the loss of
the services of any of these individuals could hasnbusiness.

9. Increases in Labor Costs

Labor costs constitute a significant percentagehef Debtor’s fixed operating costs,
and the Debtor has experienced pressure to inckgages and benefits for its employees. A
significant increase in the Debtor’s labor couldule in a material reduction of the Debtor’s
earnings and cash flows.

The Debtor has collective bargaining agreementh st fight attendants (42.7%) and
ground personnel (14.0%), which make up approxindé.7% of the Debtor’'s workforce.
The Debtor cannot assure that future agreementsitsiemployees’ unions will be on terms in
line with the Debtor’'s expectations or comparableagreements entered into by the Debtor’s
competitors, and any future agreements may incréaséebtor’'s labor costs and reduce its
income and competitiveness for future business dppiies.

10. Accident Risk

In light of the Debtor’ business, it is possiblatlone or more of its aircraft may crash
or be involved in an accident in the future, cagisiteath or serious injury to individual air
travelers and its employees and destroying theadirand the property of third parties. If one
of its aircraft were to crash or be involved in accident, the Debtor would be exposed to
significant tort liability. Such liability could glude liabilty arising from the claims of
passengers or their estates seeking to recovergeéamar death or injury. There can be no
assurance that the insurance the Debtor carriesover such damages will be adequate.
Accidents could also result in unforeseen mecham@iod maintenance costs. Any accident
involving an aircraft that the Debtor operates docieate a public perception that its aircraft
are not safe, which could result in air traveleesnty reluctant to fly on its aircraft and a
decrease in revenues. Such a decrease could athatadversely affect the Debtor’s financial
condition, results of operations and the pricet®icommon stock.

11. Technology Costs and Risks

The Debtor has become increasingly dependent omnaéxgy initiatives to reduce
costs, attract the best human capital, and competiee current business environment. The
performance and reliability of its technology aréical to its ability to compete effectively.
Technology initiatives will continue to require sificant capital investments in order to deliver
these expected benefits. If the Debtor is unablenake these investments or the expected
benefit does not materialize, its business andatjogis could be negatively affected.

In addition, any internal technological error oituige or large scale external interruption
in the technology infrastructure the Debtor depemassuch as power, telecommunications or
the internet, may disrupt its internal network. yAndividual, sustained or repeated failure of
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technology could impact its customer service ansultein increased costs. Like most
companies, the Debtor’s technology systems andeckldata may be vulnerable to a variety of
sources of interruption due to events beyond itstroy including natural disasters, terrorist
attacks, telecommunications failures, computer seg) hackers and other security issues.
Although the Debtor has in place, and continuemyest in, technology security initiatives and
disaster recovery plans, these measures may naidbguate or implemented properly to
prevent a business disruption and mitigate theltnegladverse financial consequences.

D. Certain Risks Associated with the Airline Industry
1. Factors Beyond Airline’s Control

Generally, revenues for airlines depend on the runath passengers carried, the fare
paid by each passenger, and service factors, suitheatimeliness of departure and arrival.
Demand for air travel could weaken in responseh® €OVID-19 pandemic and it is not
possible to predict how the travel industry in gaheand the airline industry in particular, will
respond to the prolong impacts of the pandemiconBmic weakness in the United States and
international economies could have a significanjatiee impact on the Debtor’'s results of
operations. In addition, during periods of fog,itow temperatures, storms, or other adverse
weather conditions, flights may be canceled or igogmtly delayed. Further, the cost of
certain expenses, particularly the cost of jet,fuieuld have a significant impact on the
profitability of the Debtor’s operations.

2. Strikes

The airline industry has been negatively impactgdalnumber of labor strikes. Any
new collective bargaining agreement entered int@tner carriers may result in higher industry
wages and increase pressure on the Debtor to s&tbéa wages and benefits of its employees.
Furthermore, since each of the Debtor’s codeshartngrs represents a significant source of
its operating revenues, any labor disruption opiatirike by the employees of any one of its
codeshare partners could have a material advefset @n the Debtor’s financial condition,
results of operations, and the price of its comrsimtk.

3. Regulations

Airlines are subject to extensive regulatory angalecompliance requirements, both
domestically and internationally, that involve sigant costs. In the last several years, the
FAA has issued a number of directives and otheulagigns relating to the maintenance and
operation of aircraft that have required the Delimrmake significant expenditures. FAA
requirements cover, among other things, retiremehtolder aircraft, security measures,
collision avoidance systems, airborne wind sheaoidance systems, noise abatement,
commuter aircraft safety, and increased inspedimh maintenance procedures to be conducted
on older aircratft.

The Debtor incurs substantial costs in maintainitgy current certifications and

otherwise complying with the laws, rules and regofes to which it is subject. It cannot
predict whether it will be able to comply with pltesent and future laws, rules, regulations and
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certification requirements or that the cost of ewred compliance will not significantly
increase its costs of doing business.

The FAA has the authority to issue mandatory ordelating to, among other things,
pilot rest rules, the grounding of aircraft, insp@e of aircraft, installation of new safety-
related items and removal, replacement or modifioadf aircraft parts that have failed or may
fail in the future. A decision by the FAA to gralnor require time consuming inspections of
or maintenance on, all or any of the Debtor’s aitcrfor any reason, could negatively impact
the Debtor’s results of operations.

In addition to state and federal regulations, atg@nd municipalities enact rules and
regulations that affect the Debtor’s operationsddifional laws, regulations, taxes, and airport
rates and charges have been proposed from timenéothat could significantly increase the
cost of airline operations or reduce revenues.

4, Government Security Concerns

Historically, the Debtor's operations were adverselffected by previous safety
concerns imposed on the Philippine aviation industuch as the downgrading of the
Philippines by the FAA in 2008 from Category 1 tat€yory 2. This prevented Philippine
carriers, including the Debtor, from expandingTitainspacific routes. Following the decision of
the FAA, the EU thereafter placed all Philippinerigais on the EU aviation blacklist on March
30, 2010. This prevented the Debtor from expandsmgetwork to the EU.

In 2017 to 2018, a series of security concerns vissged against the Philippines by
Australia, Canada, Japan, South Korea, U.K. andUl® affecting passenger demand. This
culminated to security requirements on passengeresing for flights emanating from the
Philippines to Australia, U.S. and U.K., which ieased the operating costs of the Debtor to
these routes.

The imposition of similar security concerns in tiaéure will certainly have an impact
on the ability of the Debtor to expand its openagio

5. Bilateral Relations

Air traffic rights between states are primarily goved by bilateral air transport
agreements. In the case of the Debtor, its intenmait air traffic rights depend on the terms of
the air services agreements between the Philippead other states and their actual
implementation. There may be instances when ccimgastates change or even violate the
terms of their air services agreement to proteeir tHomestic airlines or further their own
national interest. Although air services agrees@antain dispute settlement mechanisms, the
procedure is usually lengthy and requires extensieenmitment and support from the
government. As such, resolution of disputes mai@pends on the cooperation and common
agreement between contracting states. In the efesmy dispute between the Philippines and
other states regarding the implementation of aiviges agreements, the Debtor’s air traffic
rights may become limited which in turn may affeit$ capability to operate certain
international routes or enter into commercial agreats with other airlines.
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6. Competition

Within the airline industry, the Debtor not only mopetes with other international
airlines, some of which are owned by or operategaatners of major airlines, but it also faces
competition from low-fare airlines and major aesmon many of its routes, including carriers
that fly point to point instead of to or througthab.

In addition, some of the Debtor's competitors agér and have significantly greater
financial and other resources than the Debtor. ddeer, federal deregulation of the industry
allows competitors to rapidly enter the Debtor'srkess and to quickly discount and
restructure fares. The airline industry is patidy susceptible to price discounting because
airlines incur only nominal costs to provide seevib passengers occupying otherwise unsold
seats.

In addition to traditional competition among aiels) the industry faces competition
from video teleconferencing and other methods eftebnic communication. New advances in
technology may add a new dimension of competitmnhe industry as business travelers seek
lower-cost substitutes for air travel.

7. Certain Risks that Cannot be Covered by Insurance

There are certain business risks that cannot he&edsor that, in line with industry
practice, the Debtor may leave uninsured, includmginess interruption, loss of profit or
revenue, maintenance and consequential lossesgafiesm mechanical breakdowns or losses
related to the non-performance of suppliers or irepaops. To the extent actual losses
incurred by the Debtor arise from these uninsurisétsy the Debtor may have to bear
substantial losses, which may have a material adveffect on the Debtor’s business, financial
condition and operating results.

In the future, certain insurance coverage couldimec more expensive, unavailable or
available only for reduced amounts or in respectimited events that are not sufficient to
comply with the levels required by, among othehg Debtor’s aircraft lessors, financiers or
applicable government regulations. Any inabilitg Dbtain insurance on commercially
acceptable terms could adversely affect the Debtiousiness, financial condition and operating
results and potentially cause the Debtor to gromsdaircraft and/or to lose possession of
leased or securitized aircraft in favor of the lersd

Furthermore, the Debtor cannot assure that itdiegis€overage will be sufficient to
protect against all potential losses, that the Deltll be able to maintain its existing coverage
in the future or that the premiums will not increasubstantially, any of which could have a
material adverse effect on the Debtor’s businegeraiing results or financial condition.
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E. Factors Relating to Securities to be Issued Underl&h Generally
1. No Current Public Market for Securities

There is currently no market for the New Commoncitoand there can be no
assurance as to the development or liquidity of emarket for any such securities. The
Reorganized Debtor is under no obligation to lisly @ecurities on any national securities
exchange. Therefore, there can be no assuranteniaof the foregoing securities will be
tradable or liquid at any time after the Effectbate. If a trading market does not develop or
is not maintained, holders of the foregoing sem&imay experience difficulty in reselling such
securities or may be unable to sell them at alverEif such a market were to exist, such
securities could trade at prices higher or loweaanththe estimated value set forth in this
Disclosure Statement depending upon many factassidimg, without limitation, prevailing
interest rates, markets for similar securitiesustdy conditions, and the performance of, and
investor expectations for, the Reorganized Debtdccordingly, holders of these securities
may bear certain risks associated with holding siesi for an indefinite period of time.

2. Potential Dilution

The ownership percentage represented by the Newn@onStock distributed on the
Effective Date under the Plan may be subject totidih from the conversion of any options,
convertible securities, exercisable securities, otiner securities that may be issued post-
emergence.

In the future, similar to all companies, additiorejuity financings or other share
issuances by any of the Reorganized Debtor coulceradly affect the value of the New
Common Stock issuable upon such conversion. Theuamand dilutive effect of the
foregoing could be material.

F. Risks Related to Investment in New Common Stock
1. Significant Holders

The Tranche B Dip Lenders are expected to acq@rg%s of the New Common Stock
pursuant to the Plan. If such holders were toamcia group, such holders would be in a
position to control the outcome of all actions rieigg stockholder approval, including the
election of directors, without the approval of ath&ockholders. This concentration of
ownership could also facilitate or hinder a negetlachange of control of the Reorganized
Debtor and, consequently, have an impact upon éhes\of the New Common Stock.

2. Interests Subordinated to Reorganized Debtor’'s Indetedness

In any subsequent liquidation, dissolution, or wigdup of the Reorganized Debtor,
the New Common Stock will rank below all debt claiagainst the Reorganized Debtor. As a
result, holders of the New Common Stock will notdreitled to receive any payment or other
distribution of assets upon the liquidation, digsioh, or winding up of the Reorganized
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Debtor until after all the Reorganized Debtor’s igdtions to its debt holders have been
satisfied.

3. Implied Valuation of New Common Stock Not Intended to
Represent Trading Value of New Common Stock

The valuation of the Reorganized Debtor may notresgnt the trading value of the
New Common Stock in public or private markets adubject to additional uncertainties and
contingencies, all of which are difficult to predic Actual market prices of such securities at
issuance will depend upon, among other things: pfayailing interest rates; (b) conditions in
the financial markets; (c) the anticipated inisakurities holdings of prepetition creditors, some
of whom may prefer to liquidate their investmenthex than hold it on a long-term basis; and
(d) other factors that generally influence the gsiof securities. The actual market price of
the New Common Stock is likely to be volatile. Maactors, including factors unrelated to
the Reorganized Debtor's actual operating perfoomaand other factors not possible to
predict, could cause the market price of the Newn@on Stock to rise and fall. Accordingly,
the implied value, stated herein and in the Planthe securities to be issued does not
necessarily reflect, and should not be construeckftecting, values that will be attained for the
New Common Stock in the public or private markets,applicable.

4. No Intention to Pay Dividends

The Reorganized Debtor does not anticipate paymygdavidends on the New Common
Stock as it expects to retain any future cash fldars debt reduction and to support its
operations. As a result, the success of an inwgtin the New Common Stock will depend
entirely upon any future appreciation in the vabfethe New Common Stock. There is,
however, no guarantee that the New Common Stodkapdreciate in value or even maintain
its initial value.

5. The New Common Stock May be Subject to Further Diltion

In the future, the Reorganized Debtor may issuatyecurities in connection with
future investments, acquisitions, or capital rgsiransactions. Such issuances or grants could
constitute a significant portion of the then-outsiag common stock, which may result in a
dilution in ownership of common stock, includingastis of New Common Stock issued
pursuant to the Plan.

6. Post-Emergence Conversion

The Plan contemplates that within 12 months of Efiective Date, the Debtor will
convert the New Common Stock into Parent Interegtsch are publicly traded. There are no
assurances that the necessary conditions and aipriov the contemplated exchange will be
satisfied. Accordingly, holders of these secwsitimay bear certain risks associated with
holding the New Common Stock for an extended pewnddime if the conversion is not
consummated.
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G. Additional Factors
1. Litigation Risk

In the future, the Reorganized Debtor may beconmardy to litigation. In general
litigation can be expensive and time consuming tiagbor defend against. Such litigation
could result in settlements or damages that coigdifisantly affect the Debtor’s financial
results and projections. It is also possible thedpite discharge or injunction, parties outside
of the United States may nevertheless choose toceptbwith claims against the Reorganized
Debtor. 1t is not possible to predict the potdnitiggation that the Reorganized Debtor may
become party to, nor the final resolution of sutigdtion. The impact of any such litigation
on the Reorganized Debtor’s business and finastadlility, however, could be material.

2. Debtor Could Withdraw Plan

Subject to the terms of, and without prejudice tioe rights of any party to the
Restructuring Support Agreements, the Plan may éoked or withdrawn prior to the
Confirmation Date by the Debtor.

3. Debtor Has No Duty to Update

The statements contained in this Disclosure Statemre made by the Debtor as of the
date hereof, unless otherwise specified herein, taeddelivery of this Disclosure Statement
after that date does not imply that there has Im@eohange in the information set forth herein
since that date. The Debtor has no duty to upthaseDisclosure Statement unless otherwise
ordered to do so by the Bankruptcy Court.

4. No Representations Outside Disclosure Statement Awuthorized

No representations concerning or related to thet@elbhe Chapter 11 Case, or the
Plan are authorized by the Bankruptcy Court or Bhekruptcy Code, other than as set forth
in this Disclosure Statement. Any representationsinducements made to secure your
acceptance or rejection of the Plan that are dtiear those contained in, or included with, this
Disclosure Statement should not be relied uponakimg the decision to accept or reject the
Plan.

5. No Legal or Tax Advice Is Provided by Disclosure Stement

The contents of this Disclosure Statement shoutdoeoconstrued as legal, business, or
tax advice. Each Claim or Interest holder shoutthsalt their own legal counsel and
accountant as to legal, tax, and other mattersezaimg their Claim or Interest.

This Disclosure Statement is not legal advice ta.ydrhis Disclosure Statement may
not be relied upon for any purpose other than terdene how to vote on the Plan or object
to confirmation of the Plan.
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6. No Admission Made

Nothing contained herein or in the Plan will conge an admission of, or will be
deemed evidence of, the tax or other legal effe€tthe Plan on the Debtor or holders of
Claims or Interests.

7. Certain Tax Consequences

For a discussion of certain tax considerations H® Debtor and certain holders of
Claims in connection with the implementation of thlan, see Article VIl hereof.

ARTICLE IX.

VOTING PROCEDURES AND REQUIREMENTS
A. Voting Instructions and Voting Deadline

Only holders of Class 3 Claims (General UnsecuréntS) are entitled to vote to
accept or reject the Plan. The Debtor is providegpies of this Disclosure Statement
(including all exhibits and appendices) and relatadterials and a ballot (collectively, a
“Solicitation Packagé) to record holders of Class 3 Claims.

Each ballot contains detailed voting instructionSach ballot also sets forth in detalil,
among other things, the deadlines, procedures,iratdictions for voting to accept or reject
the Plan, the Voting Record Date for voting purgpsand the applicable standards for
tabulating ballots. The Voting Record Date foreaietining which holders are entitled to vote
on the Plan is November 12, 2021, the date of tisel@ure Statement hearing.

Please complete the information requested on thet,bsign, date, and indicate your
vote on the ballot, and return the completed baficaccordance with the instructions set forth
on the ballot.

FOR YOUR VOTE TO BE COUNTED, YOUR BALLOT MUST BE AJALLY
RECEIVED BY THE VOTING AGENT NO LATER THAN 4:00 P.MPREVAILING
EASTERN TIME ON DECEMBER 10, 2021 (THEV/OTING DEADLINE 7).

AN OTHERWISE PROPERLY COMPLETED, EXECUTED, AND TIMEK
RETURNED BALLOT FAILING TO INDICATE EITHER ACCEPTANXCE OR REJECTION
OF THE PLAN OR INDICATING BOTH ACCEPTANCE AND REJEKION OF THE
PLAN WILL NOT BE COUNTED IN DETERMINING THE ACCEPTACE OR
REJECTION OF THE PLAN.

If you are a holder of a Claim that is entitled wote on the Plan and you did not
receive a ballot, received a damaged ballot, or yosir ballot, or if you have any questions
concerning the procedures for voting on the Plégage contact Kurtzman Carson Consultants
LLC (the *Voting Agent”) at (i) calling (866) 967-0671 (U.S./Canada) dr (310) 751-2671
(international); or (ii) by emailing PALInfo@kcclicom. Copies of the Plan and the Disclosure

98



21-11569-scc Doc 244 Filed 11/09/21 Entered 11/09/21 15:24:22 Main Document
Pg 108 of 140

Statement may be obtained free of charge by \gsttire website maintained by the Debtor’s
Voting Agent at www.kccllc.net/PAL.

THE PLAN PROVIDES THAT THE FOLLOWING HOLDERS ARE OBEMED TO
HAVE GRANTED THE RELEASES THEREIN: (I) THE HOLDER®F IMPAIRED
CLAIMS OR INTERESTS WHO ABSTAIN FROM VOTING ON THEPLAN, OR VOTE
TO REJECT THE PLAN, AND DO NOT OPT OUT OF THESE REASES ON THE
BALLOTS; (Il) THE HOLDERS OF UNIMPAIRED CLAIMS OR NTERESTS WHO DO
NOT OPT OUT OF GRANTING THE RELEASES; (lll) THE H@MERS OF IMPAIRED
CLAIMS OR INTERESTS WHO VOTE TO ACCEPT THE PLAN; {J THE
SUPPORTING CREDITORS; AND (V) THE OTHER RELEASINGARTIES.

B. Parties Entitled to Vote

Pursuant to the provisions of the Bankruptcy Camldy holders of allowed claims or
equity interests in classes of claims or equityeriests that are impaired and that are not
deemed to have rejected a chapter 11 plan ardednt@ vote to accept or reject such plan.
Classes of claims or equity interests in which Hwdders of claims or equity interests are
unimpaired under a chapter 11 plan are deemedv® decepted such plan and are not entitled
to vote to accept or reject such plan. For a ketalescription of the treatment of Claims and
Interests under the Plasee Article V hereof.

The Debtor will request confirmation of the Planrquant to section 1129(b) of the
Bankruptcy Code over the deemed rejection of then Rly Existing Equity Interests.
Section 1129(b) of the Bankruptcy Code permits toafirmation of a chapter 11 plan
notwithstanding the rejection of such plan by onenore impaired classes of claims or equity
interests. Under section 1129(b), a plan may Imdirceed by a bankruptcy court if it does not
“discriminate unfairly” and is “fair and equitableVith respect to each rejecting class. For a
more detailed description of the requirements fonficmation of a nonconsensual plasee
Article XI(C)(i) hereof.

Claims in Class 3 (General Unsecured Claims) ofRlan are impaired are entitled to
vote to accept or reject the Plan. Claims in #fleo Classes are either (i) unimpaired and
presumed to accept or (i) impaired and deemecject the Plan and are not entitled to vote.

C. Agreements Upon Furnishing Ballots

The delivery of an accepting ballot pursuant to ohehe procedures set forth above
will constitute the agreement of the Claim holdethwespect to such ballot to accept (i) all of
the terms of, and conditions to, the Solicitatiangd (i) the terms of the Plan including the
injunction, releases, and exculpations set forttséctions 10.5, 10.6 and 10.7 therein. All
parties in interest retain their right to object ¢onfirmation of the Plan, subject to any
applicable terms of the Restructuring Support Agrests.
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D. Change of Vote

Except as provided in the Restructuring Supporteagrents, any party that has
previously submitted to the Voting Agent prior teetVoting Deadline a properly completed
ballot may revoke such ballot and change its votesubmitting to the Voting Agent prior to
the Voting Deadline a subsequent, properly comglétalot for acceptance or rejection of the
Plan.

E. Waivers of Defects, Irregularities, etc.

Unless otherwise directed by the Bankruptcy Coalit,questions as to the validity,
form, eligibility (including time of receipt), acptance, and revocation or withdrawals of ballots
will be determined by the Voting Agent and/or thesbibr, as applicable, in their sole
discretion, which determination will be final anéhding. The Debtor reserves the right to
reject any and all ballots submitted by any ofriéspective Claim or Interest holders not in
proper form, the acceptance of which would, in ¢pgion of the Debtor or their counsel, as
applicable, be unlawful. The Debtor further ressnits rights to waive any defects or
irregularities or conditions of delivery as to gogrticular ballot by any of its creditors. The
interpretation (including the ballot and the respecinstructions thereto) by the Debtor, unless
otherwise directed by the Bankruptcy Court, will fowl and binding on all parties. Unless
waived, any defects or irregularities in connectioith deliveries of ballots must be cured
within such time as the Debtor (or the Bankrupt@uf@) determine. Neither the Debtor nor
any other person will be under any duty to prownagification of defects or irregularities with
respect to deliveries of ballots nor will any o&th incur any liabilities for failure to provide
such notification. Unless otherwise directed by Bankruptcy Court, delivery of such ballots
will not be deemed to have been made until suaguidarities have been cured or waived.
Ballots previously furnished (and as to which amggularities have not theretofore been cured
or waived) will be invalidated.

F. Miscellaneous

Unless otherwise ordered by the Bankruptcy Couwatlpts that are signed, dated, and
timely received, but on which a vote to accept geat the Plan has not been indicated, will
not be counted. The Debtor, in its sole discretioay request that the Voting Agent attempt
to contact such voters to cure any such defectdanballots. If you return more than one
ballot voting different Claims, the ballots are naited in the same manner, and you do not
correct this before the Voting Deadline, those dballwill not be counted. An otherwise
properly executed ballot that attempts to partialtigept and partially reject the Plan will not
be counted as an acceptance of the Plan.

The ballots provided to eligible holders will reflethe principal amount of such eligible
holder’'s Claim; however, when tabulating votes, Yhaing Agent may adjust the amount of
such holder’s Claim by multiplying the principal aumt by a factor that reflects all amounts
accrued between the Voting Record Date and theidPeate including, without limitation,
interest.
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Under the Bankruptcy Code, for purposes of detenginvhether the requisite
acceptances have been received, only holders ofldes 3 Claims that actually vote will be
counted. The failure of a holder to deliver a dekgcuted ballot to the Voting Agent will be
deemed to constitute an abstention by such holdérraspect to voting on the Plan and such
abstention will not be counted as a vote for ornregahe Plan.

Except as provided below, unless the ballot is Iyinsebmitted to the Voting Agent
before the Voting Deadline together with any otdecuments required by such ballot, the
Debtor may, in their sole discretion, reject sueliob as invalid, and therefore decline to utilize
it in connection with seeking confirmation of th&aR

ARTICLE X.

CONFIRMATION OF PLAN
A. Confirmation Hearing

Section 1128(a) of the Bankruptcy Code requires Blamkruptcy Court to hold a
confirmation hearing upon appropriate notice torafjuired parties. On, or as promptly as
practicable after, the Petition Date, the Debtdl neguest that the Bankruptcy Court schedule
the Confirmation Hearing. Notice of the ConfirnsatiHearing will be provided to all known
creditors and equity holders or their represergativ The Confirmation Hearing may be
adjourned from time to time by the Bankruptcy Cowithout further notice except for the
announcement of the adjourned date made at their@atibn Hearing, at any subsequent
adjourned Confirmation Hearing, or pursuant to #Hcedfiled on the docket of the Chapter 11
Case.

B. Objections to Confirmation

Section 1128(b) of the Bankruptcy Code provides Hwy party in interest may object
to the confirmation of a plan. Any objection tonfiomation of the Plan must be in writing,
must conform to the Bankruptcy Rules and applicdétal rules, must set forth the name of
the objector, the nature and amount of Claims ¢erésts held or asserted by the objector
against the Debtor’s estate or property, the basishe objection and the specific grounds
thereof, and must be filed with the Bankruptcy Gaay no later than December 10, 2021 at
4:00 p.m. (the Plan Objection Deadlin€) with a copy to the chambers of the United States
Bankruptcy Judge appointed to the Chapter 11 Qaggether with proof of service thereof,
and served upon the following parties, includinghswther parties as the Bankruptcy Court
may order:

1. The Debtor at:

Philippine Airlines, Inc.
PNB Financial Center, President Diosdado MacapAgahue, CCP
Complex, Pasay City 1300
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Metro Manila, Philippines
Attn: Nilo Thaddeus Rodriguez

2. Office of the U.S. Trustee at:

Office of the United States Trustee for the SoutHgistrict of New
York

201 Varick Street, Room 1006

New York, NY 10014

Attn: Susan A. Arbeit, Esq.

3. Counsel to the Debtor at:

Debevoise & Plimpton LLP

919 Third Avenue

New York, New York 1022

Attn: Jasmine Ball, Esqg., Nick S. Kaluk Ill, EsgndaElie J.
Worenklein, Esq.

-and-

Norton Rose Fulbright US LLP

1301 Avenue of the Americas

New York, NY 10019

Attn: David Rosenzweig, Esq. and Francisco Vazg&sz.

4, Counsel to the DIP Lenders at:

White & Case LLP

1221 Avenue of the Americas

New York, NY 10020

Attn: Todd Wolynski, Esq., Richard Kebrdle, EsqndaAndrew Zatz,
Esq.

UNLESS AN OBJECTION TO CONFIRMATION IS TIMELY SERVE D AND FILED,
IT MAY NOT BE CONSIDERED BY THE BANKRUPTCY COURT.

C. Requirements for Confirmation of Plan
1. Requirements of Section 1129(a) of the Bankruptcy @le
(a) General Requirements

At the Confirmation Hearing, the Bankruptcy Courtll wletermine whether the
confirmation requirements specified in section YA29%f the Bankruptcy Code have been
satisfied including, without limitation, whether:
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0] the Plan complies with the applicable provisionstlod
Bankruptcy Code;

(i) the Debtor has complied with the applicable prowsiof
the Bankruptcy Code;

(i)  the Plan has been proposed in good faith and nanly
means forbidden by law;

(iv) any payment made or promised by the Debtor or by a
person issuing securities or acquiring property eanthe Plan, for
services or for costs and expenses in or in coimmestith the Chapter
11 Case, or in connection with the Plan and int¢identhe Chapter 11
Case, has been disclosed to the Bankruptcy Congitaay such payment
made before confirmation of the Plan is reasonabilef, such payment is
to be fixed after confirmation of the Plan, suclyrmpant is subject to the
approval of the Bankruptcy Court as reasonable;

(v) the Debtor has disclosed the identity and affdiasi of any
individual proposed to serve, after confirmationtloé Plan, as a director
or officer of the Reorganized Debtor, an affiliatd the Debtor
participating in a Plan with the Debtor, or a swsoe to the Debtor
under the Plan, and the appointment to, or comiceian, such office of
such individual is consistent with the intereststlod holders of Claims
and Interests and with public policy, and the Deldtas disclosed the
identity of any insider who wil be employed or agled by the
Reorganized Debtor, and the nature of any compensdor such
insider;

(vi)  with respect to each Class of Claims or Interestsh
holder of an impaired Claim or impaired Interess leither accepted the
Plan or will receive or retain under the Plan, cncant of such holder’s
Claim or Interest, property of a value, as of tHéedive Date, that is
not less than the amount such holder would receiveetain if the
Debtor was liquidated on the Effective Date undbapter 7 of the
Bankruptcy Code;

(vii) except to the extent the Plan meets the requiremaint
section 1129(b) of the Bankruptcy Code (as disaudaether below),
each Class of Claims either accepted the Plan aotismpaired under
the Plan;

(viii) except to the extent that the holder of a particGlaim
has agreed to a different treatment of such Clda,Plan provides that
administrative expenses and priority Claims, othiean Priority Tax
Claims, will be paid in full on the Effective Datand that Priority Tax
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Claims will receive either payment in full on thefdetive Date or
deferred cash payments over a period not excedgmgears after the
Petition Date, of a value, as of the Effective Datehe Plan, equal to
the Allowed amount of such Claims;

(ix) at least one Class of impaired Claims has accetited
Plan, determined without including any acceptanteéhe Plan by any
insider holding a Claim in such Class;

(x) confirmation of the Plan is not likely to be folled by the
liquidation, or the need for further financial rganization, of the Debtor
or any successor to the Debtor under the Plan; and

(xi) all fees payable under section 1930 of title 28tlud
United States Code, as determined by the Bankru@toyrt at the
Confirmation Hearing, have been paid or the Plaavides for the
payment of all such fees on the Effective Date.

(b) Best Interests Test

As noted above, with respect to each impaired atdsslaims and equity interests,
confirmation of a plan requires that each such dro&lther (i) accept the plan, or (i) receive
or retain under the plan property of a value, athefeffective date of the plan, that is not less
than the value such holder would receive or retdine debtor was liquidated under chapter 7
of the Bankruptcy Code. This requirement is re@ro as the “best interests test.”

This test requires a Bankruptcy Court to deternmhat the holders of allowed claims
and allowed equity interests in each impaired classild receive from a liquidation of the
debtor’s assets and properties in the context lofuadation under chapter 7 of the Bankruptcy
Code. To determine if a plan is in the best irgeyef each impaired class, the value of the
distributions from the proceeds of the liquidatiohthe debtor’'s assets and properties (after
subtracting the amounts attributable to the afadeskims) is then compared with the value
offered to such classes of claims and equity isterander the plan.

The Debtor believes that under the Plan all holdénsnpaired Claims and Interests will
receive property with a value not less than theuevafuch holders would receive in a
liquidation under chapter 7 of the Bankruptcy Codéhe Debtor’s belief is based primarily on
(i) consideration of the effects that a chapteiqididiation would have on the ultimate proceeds
available for distribution to holders of impairedaiths and Interests, and (ii) the Liquidation
Analysis attached hereto as Exhibit C.

The Debtor believes that any liquidation analysisspeculative, as it is necessarily
premised on assumptions and estimates, which hesently subject to significant uncertainties
and contingencies, many of which would be beyorddbntrol of the Debtor. The Liquidation
Analysis provided in Exhibit C is solely for therpose of disclosing to holders of Claims and
Interests the effects of a hypothetical chapterigédidation of the Debtor, subject to the
assumptions set forth therein. There can be norasse as to values that would actually be
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realized in a chapter 7 liquidation nor can theeeaby assurance that a bankruptcy court will
accept the Debtor’s conclusions or concur with sassumptions in making its determinations
under section 1129(a)(7) of the Bankruptcy Code.

(c) Feasibility

Also as noted above, section 1129(a)(11) of thekBguicy Code requires that a
debtor demonstrate that confirmation of a planotlikely to be followed by liquidation or the
need for further financial reorganization. For gases of determining whether the Plan meets
this requirement, the Debtor has analyzed thelityabd meet their obligations under the Plan.
As part of this analysis, the Debtor has prepahedRinancial Projections provided in Exhibit
D. Based upon such Financial Projections, the @rebelieves it will have sufficient resources
to make all payments required pursuant to the Bfah that confirmation of the Plan is not
likely to be followed by liquidation or the needrfturther reorganization. Moreover, Article
VIII hereof sets forth certain risk factors thatu@ impact the feasibility of the Plan.

(d) Equitable Distribution of Voting Power

On or before the Effective Date, pursuant to anlg tovthe extent required by section
1123(a)(6) of the Bankruptcy Code, the organizaliodocuments for the Debtor will be
amended as necessary to satisfy the provisionseoBankruptcy Code and will include, among
other things, pursuant to section 1123(a)(6) ofBaekruptcy Code, (i) a provision prohibiting
the issuance of non-voting equity securities, anda(provision setting forth an appropriate
distribution of voting power among classes of egsecurities possessing voting power.

2. Additional Requirements for Non-Consensual Confirmaion

In the event that any impaired Class of Claims wierests does not accept or is
deemed to reject the Plan, the Bankruptcy Court stélyconfirm the Plan at the request of
the Debtor if, as to each impaired Class of Claangnterests that has not accepted the Plan,
the Plan “does not discriminate unfairly” and isiff and equitable” with respect to such
Classes of Claims or Interests, pursuant to sedti#t9(b) of the Bankruptcy Code. Both of
these requirements are in addition to other remargs established by case law interpreting the
statutory requirements.

Pursuant to the Plan, holders of Interests in GBagSxisting Equity Interests) will not
receive a distribution and are thereby deemed jaztréhe Plan. However, the Debtor submits
that they satisfy the “unfair discrimination” andaif and equitable” tests, as discussed in
further detail below. The Debtor further notestthi@e overwhelming majority of Existing
Equity Interests are held either directly or inditg by the DIP Lenders.

(a) Unfair Discrimination Test

The “unfair discrimination” test applies to ClassafsClaims or Interests that are of
equal priority and are receiving different treatinender the Plan. A chapter 11 plan does not
discriminate unfairly, within the meaning of the Bauptcy Code, if the legal rights of a
dissenting Class are treated in a manner consistigntthe treatment of other Classes whose
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legal rights are substantially similar to thosetlté dissenting Class and if no Class of Claims
or Interests receives more than it legally is ito receive for its Claims or Interests. This
test does not require that the treatment be the sanequivalent, but that such treatment be
“fair.”

The Debtor believes the Plan satisfies the “urd@&crimination” test. Claims of equal
priority are receiving comparable treatment anchsueatment is fair under the circumstances.

(b) Fair and Equitable Test

The “fair and equitable” test applies to classesdifferent priority and statuge.g.,
secured versus unsecured) and includes the gererdatement that no class of claims receive
more than 100% of the allowed amount of the clamsuch class. As to dissenting classes,
the test sets different standards depending ortybe of claims in such class. The Debtor
believes that the Plan satisfies the “fair and tadple” test with respect to any dissenting
Classes, as further explained below.

0] Secured Creditors

The Bankruptcy Code requires that each holder afmpaired secured claim either (a)
retain its liens on the property to the extent le¢ tllowed amount of its secured claim and
receive deferred cash payments having a valuef #dweceffective date of the plan, of at least
the allowed amount of such claim, or (b) have tghtrto credit bid the amount of its claim if
its property is sold and retain its liens on thegaeds of the sale (or if sold, on the proceeds
thereof), or (c) receive the “indubitable equivéleaf its allowed secured claim. The Plan
provides that each holder of an impaired secureihCih Class 2 shall receive, on account of
its allowed Claim, (i) Cash in an amount equal e #llowed amount of such Claim, (ii)
Reinstatement of such holder's Allowed Other Setu@aim, or (iii) such other treatment
sufficient to render such holder’s Allowed Otherc&ed Claim Unimpaired.

(i) Unsecured Creditors

The Bankruptcy Code requires that either (a) eawdeln of an impaired unsecured
claim receive or retain under the plan propertyaofalue equal to the amount of its allowed
claim or (b) the holders of claims and equity iet#s that are junior to the claims of the
dissenting class not receive any property undemptéwe. The Plan provides that each holder of
an impaired unsecured Claim in Class 3 shall recewm account of its Allowed Claim, its Pro
Rata share of 20.5% of the New Common Stock.

(i)  Equity Interests

The Bankruptcy Code requires that either (a) eamtieln of an equity interest receive
or retain under the plan property of a value edaathe greater of (i) the fixed liquidation
preference or redemption price, if any, of sucltlstand (ii) the value of the stock, or (b) the
holders of equity interests that are junior to dissenting class of equity interests not receive
any property under the plan. Pursuant to the P&h,Intercompany Claims shall be
Reinstated, and all Existing Equity Interest Clashsll not receive a distribution.
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ARTICLE XI.

ALTERNATIVES TO CONFIRMATION AND CONSUMMATION OF PL AN

The Debtor has evaluated several alternatives & Rlan. After studying these
alternatives, the Debtor has concluded that the Rlahe best alternative and will maximize
recoveries to parties in interest, assuming coafion and consummation of the Plan. If the
Plan is not confirmed and consummated, the alteasato the Plan are (i) the preparation and
presentation of an alternative plan of reorgarorat(ii) a sale of some or all of the Debtor’s
assets pursuant to section 363 of the Bankrupt@eCor (iii) a liquidation under chapter 7 of
the Bankruptcy Code.

A. Alternative Plan of Reorganization

If the Plan is not confirmed, the Debtor (or if tBebtor's exclusive period during
which to file a plan of reorganization has expirady other party in interest) could attempt to
formulate a different plan. Such a plan might ieoeither a reorganization or continuation of
the Debtor’'s business or an orderly liquidationtltd Debtor’s assets. The Debtor, however,
submits that the Plan, as described herein, en#bleseditors and interest holders to realize
the most value under the circumstances.

B. Sale Under Section 363 of Bankruptcy Code

If the Plan is not confirmed, the Debtor could sé®hkn the Bankruptcy Court, after
notice and a hearing, authorization to sell thesess under section 363 of the Bankruptcy
Code. The DIP Lenders and other secured creditotddnlikely be entitled to credit bid on
any property to which their security interests ate@ached to the extent of the value of their
security interests, and to offset their Claims agfathe purchase price of the property. Upon
analysis and consideration of this alternative, Bfebtor does not believe a sale of its assets
under section 363 of the Bankruptcy Code woulddy&lhigher recovery for holders of Claims
and Interests than the Plan.

C. Liguidation Under Chapter 7 or Applicable Non-Bankruptcy Law

If no plan can be confirmed, the Chapter 11 Casg lbeaconverted to a case under
chapter 7 of the Bankruptcy Code in which a trusteeld be appointed to liquidate the assets
of the Debtor for distribution to the Debtor's citeds in accordance with the priorities
established by the Bankruptcy Code. The effechapter 7 liquidation would have on the
recovery of holders of Allowed Claims and Interestset forth in the Liquidation Analysis
attached hereto as Exhibit C.

As noted in the Liquidation Analysis, attached bheras Exhibit C, the Debtor believes
that liquidation under chapter 7 would result inaien distributions to creditors and interest
holders than those provided for in the Plan becadfidbe delay resulting from the conversion
of the case and the additional administrative egpgrassociated with the appointment of a
trustee and the trustee’s retention of professotitet would be required to become familiar
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with  the many legal and factual issues in the Giapt1ll Case.
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ARTICLE XII.

CONCLUSION AND RECOMMENDATION

The Debtor believes the Plan is in the best intere$ all stakeholders and urges the
holders of Claims in Class 3 to vote in favor tlodére

Dated: November 9, 2021

Respectfully submitted,

PHILIPPINE AIRLINES, INC.

By: /9 Nilo Thaddeus Rodriguez
Name: Nilo Thaddeus Rodriguez
Title: Chief Financial Officer
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EXHIBIT A

Plan
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EXHIBIT B

Disclosure Statement Order
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EXHIBIT C

Liguidation Analysis
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LIQUIDATION ANALYSIS

Introduction

Under the “best interests of creditors” test sethfon section 1129(a)(7) of the Bankruptcy
Code, the Bankruptcy Court may not confirm a plameorganization unless the plan provides
each holder of an allowed claim or interest tha¢slaot otherwise vote in favor of the plan
with property of a value, as of the effective datethe plan, that is not less than the amount
that such holder would receive or retain if thetdelwere liquidated under chapter 7 of the
Bankruptcy Code.

To demonstrate that the Plan satisfies the bestesits of creditors test, the Debtor, with the
assistance of its restructuring advisors, has peepthe hypothetical liquidation analysis (the
“Liquidation Analysis), which is based upon certain assumptions digmiss the Disclosure
Statement and accompanying notes to the Liquidaiiadysis.

The Liquidation Analysis sets forth an estimatedoxery for Claims and Interests upon
disposition of assets pursuant to a hypotheticaptdr 7 liquidation. As illustrated by the
Liquidation Analysis, holders of Claims in certdimimpaired Classes that would receive a full
recovery under the Plan would receive less thaulladcovery in a hypothetical liquidation.
Additionally, holders of Claims or Interests in lamed Classes would receive a lower recovery
in a hypothetical liquidation than they would undlee Plan. Further, no holder of a Claim or
Interest would receive or retain property under Pten of a value that is less than such holder
would receive in a chapter 7 liquidation. Accoghn and as set forth in greater detail below,
the Debtor believes that the Plan satisfies thest“literests of creditors” test set forth in
section 1129(a)(7) of the Bankruptcy Code.

Statement of Limitations

The preparation of a liquidation analysis is anemtan process involving the use of estimates
and assumptions that, although considered reasomgbthe Debtor based upon its business
judgment and input from its advisors, are inheyesatlbject to significant business, economic,
and competitive risks, uncertainties, and contiegexy) most of which are difficult to predict

and many of which are beyond the control of the tbehbits management, and its advisors.
Inevitably, some assumptions in the Liquidation Ksia would not materialize in an actual

chapter 7 liquidation, and unanticipated events @nclmstances could materially affect the
ultimate results in an actual chapter 7 liquidatiohhe Liquidation Analysis was prepared for
the sole purpose of generating a reasonable, gothddstimate of the proceeds that would be
generated, and the recoveries that would resulthef Debtor's assets were liquidated in
accordance with chapter 7 of the Bankruptcy Codée Liquidation Analysis is not intended

and should not be used for any other purpose. urterlying financial information in the

Liquidation Analysis and values stated herein hawebeen subject to any review, compilation,
or audit by any independent accounting firm. Imigon, various liquidation decisions upon

which certain assumptions are based are subjechdnge. As a result, the actual amount of
claims against the Debtor’'s estate could vary fagmtly from the estimates stated herein,
depending on the nature and amount of claims a&skeliring the pendency of the chapter 7
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case. Similarly, the value of the Debtor’s asgets liquidation scenario is uncertain and could
vary significantly from the values set forth in thiguidation Analysis.

The Liquidation Analysis does not include estimafes (i) the tax consequences, either
foreign or domestic, that may be triggered upon tigeidation and sale of assets,
(i) recoveries resulting from any potential prefece, fraudulent transfer, or other litigation or
avoidance actions, or (ii) certain claims that nfegyentitled to priority under the Bankruptcy
Code, including administrative priority claims undsections 503(b) and 507(b) of the
Bankruptcy Code. More specific assumptions areaidet in the notes below.
ACCORDINGLY, NEITHER THE DEBTOR NOR ITS ADVISORS MAE ANY
REPRESENTATION OR WARRANTY THAT THE ACTUAL RESULTSOF A
LIQUIDATION OF THE DEBTOR WOULD OR WOULD NOT, IN WIOLE OR IN PART,
APPROXIMATE THE ESTIMATES AND ASSUMPTIONS REPRESEED HEREIN. THE
ACTUAL LIQUIDATION VALUE OF THE DEBTOR IS SPECULATVE AND RESULTS
COULD VARY MATERIALLY FROM ESTIMATES PROVIDED HEREN.

In preparing the Liquidation Analysis, the Debtastimated Allowed Claims based upon a
review of the Debtor’s financial statements to agtdor other known liabilities, as necessary.
In addition, the Liquidation Analysis includes esdtes for Claims not currently asserted in the
Chapter 11 Case, but which could be asserted #owleal in a chapter 7 liquidation, including
unpaid chapter 11 Administrative Claims and chafteadministrative claims such as wind-
down costs and trustee fees. To date, the Bartgupburt has not estimated or otherwise
fixed the total amount of Allowed Claims used fourposes of preparing this Liquidation
Analysis. Therefore, the Debtor’'s estimate of ik Claims set forth in the Liquidation
Analysis should not be relied on for any other g including determining the value of any
distribution to be made on account of Allowed Chkirand Interests under the Plan.
NOTHING CONTAINED IN THE LIQUIDATION ANALYSIS IS INTENDED TO BE OR
CONSTITUTES A CONCESSION OR ADMISSION OF THE DEBTORTHE ACTUAL
AMOUNT OF ALLOWED CLAIMS IN THE CHAPTER 11 CASE COLD MATERIALLY
DIFFER FROM THE ESTIMATED AMOUNTS SET FORTH IN THEIQUIDATION
ANALYSIS.

Basis of Presentation

The Liquidation Analysis has been prepared assuthiagthe Debtor converted its Chapter 11
Case to a case under chapter 7 of the Bankruptade @m or about September 30, 2021
(the “Liquidation Dat€). It is assumed that, on the Liquidation Datee Bankruptcy Court
would appoint a chapter 7 trustee (the “Tru§tde oversee the liquidation of the Debtor’s
estate, during which time all of the assets of Dlebtor (the “LiquidatingEntity’) would be
sold and the cash proceeds, net of liquidatiortedlacosts, would then be distributed to
creditors in accordance with applicable law. Aeynaining net cash would be distributed to
creditors holding unsecured Claims, including deficy Claims that arise to the extent of the
unsecured portion of the Allowed secured claims.

The Liguidation Analysis has been prepared assurthiat) the Debtor's current Chapter 11
Case converts to chapter 7 on the Liquidation Daféhe Liquidation Analysis utilizes the
book values of the Debtor's assets and liabiliagesof September 3, 2021 as a starting point,
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or more recent values where available. The Debtaranagement team believes that the
September 3, 2021 book value of assets and cddhilities are a reasonable proxy for such

book values as of the Liquidation Date. This Laation Analysis assumes operations of the
Liquidating Entity will cease and the related indual assets will be sold in a rapid sale under
the direction of the Trustee, utilizing the Debsoresources and third-party advisors, to allow
for the wind down of the Debtor's estate. Ther@ & no assurance that the liquidation

would be completed in a limited time frame, northere any assurance that the recoveries
assigned to the assets would in fact be realizedletJsection 704 of the Bankruptcy Code, a
trustee must, among other duties, collect and atntee property of the estate as

expeditiously as possible (generally at distregsaces), consistent with the best interests of
parties-in-interest. The Liquidation Analysis iscabased on the assumption that accounting,
treasury, IT, and other management services nededhd down the estate continue.

Conclusion

The Debtor has determined, as summarized in thewiolg analysis, that confirmation of the
Plan will provide creditors with a recovery thatret less than what they would otherwise
receive in connection with a liquidation of the Bambunder chapter 7 of the Bankruptcy Code.
In particular, general unsecured creditors arenaséid to receive no recovery on their claims
in a liquidation but generally are unimpaired unttex Plan (other than those in Class 3, which
Class is expected to vote to accept the Plan iordaace with the Restructuring Support
Agreements).
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21-11569-scc

Liquidation Value
Notes NetBV (09.03.2021) Est. Value % of BV
Cash and Cash Equivalents [A] 406,708,000 406,708,000 100%
Accounts Receivable [B] 492,614,000 149,562,090 30%
Expendable Parts, Materials, and Supplies (] 53,869,292 8,080,394 15%
Prepaid Expenses and Other Current Assets [D] 62,656,960 8,764,194 14%
Buildings and Improvements 37,683,093 30,146,474 80%
Other Property and Equipment (3] 13,754,295 2,063,144 15%
Flight Equipment 328,576,027 115,001,609 35%
Advances on Aircraft Purchase 62,765,343 - 0%
Properties under Capital Lease 1,252,402,352 682,996,000 55%
Construction in Progress 66,270,532 - 0%
Assets Held for Sale 3] 900,000 720,000 80%
Right-of-Use Assets [G] 1,311,259,000 - 0%
Securitization Sinking Fund 22,291,626 22,291,626 100%
Other Noncurrent Assets [H] 362,554,973 10,876,649 3%
Total Assets/Proceeds Available for Liquidation 4,474,305,492 1,437,210,181
Assumed Liquidation Costs 1] 25,000,000
Amounts available for creditors 1,412,210,181
Allowed Claim Recovery Amount % of Satisfaction

DIP Financing Claims M 350,000,000 350,000,000 100%
Amounts available to other creditors following satisfaction of DIP 1,062,210,181
Financing Claims
Secured Claims Ix] 1,745,760,218 695,926,083 40%
Amounts available to other creditors following satisfaction of DIP 366,284,097
Financing Claims and Secured Claims
Administrative Expense Claims L] 113,723,715 113,723,715 100%
Amounts available to other creditors following satisfaction of DIP 252,560,382
Financing Claims, Secured Claims, and Administrative Expense
Claims
Priority Claims [m] 252,933,750 252,933,750

Employee Claims (Priority) 61,083,750 61,083,750 100%

Ticket Refunds 191,850,000 191,850,000 100%
Amounts available to General Unsecured Creditors (373,367.82) 99.85%
General Unsecured Claims IN] 4,987,343,156 -

Unsecured Creditors 4,781,190,271 0%

Employee Claims (non-Priority) 206,152,885 0%
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Specific Notes to the Liquidation Analysis

Asset book values and claims shown above are aSepfember 3, 2021 unless otherwise
noted.

[A] Cash and CashEquivalents Cash and cash equivalents are estimated asutheot (a)
cash on hand as of September 3, 2021, (b) net D#Acing proceeds as of the Liquidation
Date, and (c) forecasted September 2021 receipts.

[B] Accounts Receivable A 30% blended recovery has been estimated foowats receivable,
assuming that receivables outstanding for more thayear as of the Liquidation Date are
uncollectable.

[C] ExpendableParts, Materials, and Supplies A 15% recovery has been estimated for
expendable parts, materials, and supplies, indudirel, commissary supplies, and certain
medical supplies.

[D] Prepaid Expensesand Other Current Assets These assets consist of prepaid and other
items that will likely be largely unrecoverabletime event of a chapter 7 liquidation, including
prepaid rent, insurance, taxes, and other expetisdsare amortized over the applicable
license, rental, or other period. These items Hmen examined individually, with accounting-
related or likely unrecoverable assets assignedvezies of 0%. On a blended basis, a 14%
recovery has been estimated for these assets.

[E] Other Propertyand Equipment These assets primarily consist of certain gropraperty
and improvements, computer and office equipment! amotor vehicles. A 15% blended
recovery has been estimated for these assets.

[F] AssetsHeld for Sale Assets held for sale primarily consist of aiftrand engines not
currently being used in the Debtor’s ordinary ceuos business. No recovery value has been
assigned to the accounting-based assets; an 8@ergdas been estimated for the remaining
assets.

[G] Right-of-Use Assets No value has been assigned to the value of #ietdd's rights to
occupy, operate, or hold a leased asset in a atjaial

[H] Other Noncurrent Assets Other noncurrent assets primarily include cartéase
receivables, investment properties, security dégoand unapplied tax and other credits. The
Liquidation Analysis assumes that the Company asale will liquidate in the event that the
Debtor liquidates. Given the Debtor’'s central ralethe Company's overall structure and
operations, the Debtor has assumed that no matadiz will be recovered from investments
in affiliates in a liquidation after payment of iols at the affiliate level. Accordingly, the
Debtor has estimated a 0% recovery for such ass#&s3% blended recovery has been
estimated for Other Noncurrent Assets overall.
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[I] Assumed Liquidation Costs Ligquidation expenses consist of trustee, emmpye
professional, tax, and other wind-down expenseguidation costs are estimated to be $25
million.

[J] DIP FinancingClaims Represents the estimated outstanding princip8@llB Loans as of
the Liquidation Date. The Debtor estimates a 106%overy on these claims.

[K] SecuredClaims Represents the estimate of non-DIP secured lasnof the Liquidation
Date. The Debtor estimates a 40% recovery on thiesms, with any estimated deficiency
amounts included in general unsecured claims.

[L] Administrative ExpenseClaims Represents the estimate of non-DIP adminiseatiims
as of the Liquidation Date as contemplated by thie Budget. The Debtor estimates a 100%
recovery on these claims.

[M] Priority Claims Represents the estimate of priority unsecureplerae and ticket refund
Claims as of the Liquidation Date. The Debtorreates a 99.85% recovery on these claims.

[N] GeneralUnsecuredClaims Represents the estimate of general unsecuredscts of the
Liquidation Date, including General Unsecured CiifGeneral Unsecured Trade Claims, and
non-priority Employee Claims under the Plan. Tlemegal unsecured claims amount includes
an estimate of operating lease rejection claimbe Debtor estimates a 0% recovery on these
claims.
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EXHIBIT D

Financial Information and Projections
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FINANCIAL INFORMATION AND PROJECTIONS

The Debtor believes that the Plan is feasible gsired by section 1129(a)(11) of the
Bankruptcy Code, because Confirmation is not likelybe followed by liquidation or the need
for further financial reorganization of the Debtor any successor to the Debtor. In
connection with the preparation and developmenthefPlan and for purposes of determining
whether the Plan will satisfy this feasibility stkand, the Debtor has analyzed its ability to
satisfy its financial obligations while maintainisgfficient liquidity and capital resources.

In connection with the Disclosure Statement, thébtDes senior management team
(“Management) prepared financial projections (th&ihancial Projections’) for fiscal years
2022 through 2024 (thePftojection Period’). The Financial Projections are based on a
number of assumptions made by Management with cedpethe future performance of the
Reorganized Debtor’s operations.

THESE FINANCIAL PROJECTIONS WERE NOT PREPARED WITA VIEW
TOWARD COMPLIANCE WITH THE GUIDELINES FOR PROSPECJE FINANCIAL
STATEMENTS PUBLISHED BY THE AMERICAN INSTITUTE OF ERTIFIED PUBLIC
ACCOUNTANTS OR THE INTERNATIONAL ACCOUNTING STANDABRS BOARD OR
THE RULES AND REGULATIONS OF THE UNITED STATES SE®UTIES AND
EXCHANGE COMMISSION

ALTHOUGH MANAGEMENT HAS PREPARED THE FINANCIAL PRAECTIONS
IN GOOD FAITH AND BELIEVES THE ASSUMPTIONS TO BE RE&SONABLE, THE
DEBTOR AND THE REORGANIZED DEBTOR CAN PROVIDE NO ARAJRANCE THAT
SUCH ASSUMPTIONS WILL BE REALIZED. AS DESCRIBED INDETAIL IN THE
DISCLOSURE STATEMENT, A VARIETY OF RISK FACTORS CQID AFFECT THE
REORGANIZED DEBTOR’S FINANCIAL RESULTS AND MUST BECONSIDERED.
ACCORDINGLY, ANY REVIEW OF THE FINANCIAL PROJECTIOS SHOULD TAKE
INTO ACCOUNT THE RISK FACTORS SET FORTH IN THE DI&OSURE
STATEMENT AND THE ASSUMPTIONS DESCRIBED HEREIN, INWDING ALL
RELEVANT QUALIFICATIONS AND FOOTNOTES.

THE DEBTOR’S INDEPENDENT ACCOUNTANTS HAVE NEITHER AMINED
NOR COMPILED THE ACCOMPANYING FINANCIAL PROJECTIONS AND
ACCORDINGLY DO NOT EXPRESS AN OPINION OR ANY OTHEHORM OF
ASSURANCE WITH RESPECT TO THE FINANCIAL PROJECTION&SSUME NO
RESPONSIBILITY FOR THE FINANCIAL PROJECTIONS AND BCLAIM ANY
ASSOCIATION WITH THE FINANCIAL PROJECTIONS.

A. General Assumptions:
1. Methodology

Management developed a business plan for the RimmePeriod based on forecasted
revenue estimates based on management’s views stanoer demand and macro trends. The
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business plan reflects management’s views regardsigmated demand for the Debtor’s
services and estimated future operating costs apiiat expenditures.

2. Emergence Date

Emergence from the Chapter 11 Case for the purpasethe Financial
Projections is assumed to occur in the week endlegember 31, 2021 (theAssumed
Effective Dat¢’).

3. Operations

These Financial Projections incorporate the Debt@stimates regarding sales and
planned cost reduction initiatives reflected initHerecasted plan for the Projection Period.
The sales estimates are based on Management'seffests to forecast the demand of
customers for the Company's flight and cargo sesviduring the Projection Period, while
taking into account the prolonged impact of the @DX9 pandemic. The actual demand of
customers for the Company’s services could varysicenably from the assumptions used to
prepare the production forecast contained herdie Company's ability to achieve projected
cost reductions may also vary considerably fromassumptions.

B. Financial Projection Assumptions:
1. Revenue

Revenue is derived from sales to customers of tbbt@’'s flight and cargo services.
References to passenger revenue is composed obabse fare (including any fuel cost
recapture) plus all passenger related ancillargmegs (baggage fees, change fees, gift cards,
vacation packages, insurance etc.). The revenwedst is based on management’s views of
historical trends, the anticipated impact of thebifd€s capital expenditure plans, the
anticipated impact of future competition in the Bels existing markets, forecasted trends in
the aviation industry in light of the COVID-19 pardic, and the anticipated impact of the
Company’s revised business plan.

2. Expenses

The Financial Projections incorporate certain aggioms about the Debtor’s primary
expenses that are out of the Debtor’'s control. &@mple, aviation fuel is one of the most
significant expenses for an airline. Its price ieectly influenced by the price of crude oil,
which, in turn, is influenced by a wide variety ofacroeconomic and geopolitical events
beyond the control of the Reorganized Debtor. Aditgly, the costs related projections are
based on management’s view of its relationshiph st suppliers, anticipated impact of future
commodity prices, anticipated impact of future cetitppn, and the anticipated composition of
the Debtor’s future service offerings. To the exktthe future price of aviation fuel is higher
than the prices assumed in this Disclosure Statesnprojections, the financial performance of
the Reorganized Debtor could be materially and isee impacted.



21-11569-scc Doc 244 Filed 11/09/21 Entered 11/09/21 15:24:22 Main Document
Pg 131 of 140

3. Cash Taxes

Cash taxes include federal, state, and local taaas$,the amounts are calculated based
on the Debtor’s effective tax rate applied agamanagement’s projections of taxable income.

4. Capital Expenditures

Capital expenditures incorporate spending on thét@e fleet and various leased
properties at various airports and other upkeepscdSapital expenditures are expected to
range between $65 milion and $112 million durihg Projection Period.

5. Working Capital

Management determined projected working capitad¥sluating historical accounts and
balances, and projecting forward. The projectiossume a rebound in cash collection in 2022
due to a benefit from changes to vendor paymemseand the expected increase in demand
for air travel.

6. Adjusted Earnings Before Interest, Taxes, Deprecian and
Amortization (“Adjusted EBITDA” or “EBITDA”")

Adjusted EBITDA is anticipated to steadily increabeoughout the Projection Period
beginning at $481 million in 2022 and ending at &THallion in 2024. This increase is
projected based upon management’s views on an Vimgranacroeconomic environment, cost
cutting initiatives, and increased investment irtaia routes and destinations.

7. Capital Structure and Liquidity

(a) The Financial Projections assume upon emergencea (a)
commitment for a new Secured Exit Facility in thmoaint of $150 milion, with a rate of
9.5%; and (b) an unsecured Exit Facility in the antoof $250 million with a rate of 9.5%.

(b) Management expects to have approximately $300 omillof
balance sheet cash on the Assumed Effective Date.
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Reorganized Debtor’s Financial Projections

in § millions 2022 PR 2024
STATEMENTS OF COMPREHENSIVE INCOME
Passenger 1,883 2.237 2361
Cargo 166 164 169
~ Ancillary and Others 51 59 62
Total Revenues 2,101 2,461 2,591
Revenue Related Expenses 35 40 42
Net Revenues 2,066 2,421 2,550
Variable Selling Costs 82 98 101
Net Revenues After Selling Costs 1,984 2,324 2,448
Passenger/Cargo Related Costs 61 71 T4
Flight Related Costs 969 1,137 1,166
Variable Costs 1.030 1,209 1,240
*Contribution 954 1,115 1,208
Contribution Margin 4584 4584 479%
Fleet Costs 278 287 294
Fixed Operating Costs 245 254 250
Fixed Operating Costs 523 541 543
Contribution Before Fleet 709 861 958
Contribution After Fleet and Operating Costs 430 574 665
Marketing Expenses 9 11 11
t:

. Owethead ©

" Other Income/(Charges) (1) (1)

Income/(Loss) Before Tax 147 316 387
Income Tax Expense / (Benefit) 1 4 7
Income/(Loss) After Tax 145 312 379

thero prehensive Income / (Loss . _ _ .

EBITDA 481 633 726
23% 26% 28%
EBITDAR 508 651 739
24% 26% 29%

*Contribution equals Net Revenues After Selling 8asinus Fuel, Passenger/Cargo-Related Costs, Riywer
the-Hour Maintenance, Ground Handling Charges, laardting and Takeoff Fees
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in $ millions
STATEMENTS OF FINANCIAL POSITION

2023 2024

Assets
Cash and Cash Equivalents 334 366 433
Asset held for sale 1 1 1
Receivables - net 440 420 439
Expendable parts, materials and supplies - net 56 57 58
Other Current Assets 68 63 64

Total Current Assets 899 908 995
Right-of-use Asset - net 274 278 319
Property and Equipment - net 1,710 1,597 1,486
Other Assets 389 415 472

Total Non-Current Assets 2,373 2,290 2,277

Liabilities and Stockholder's Equity

Accounts payable and accrued expenses 536 554 475
Accrued maintenance repair cost 291 303 333
Unearned Transportation Revenue 230 206 215
Long-term liabilities current portion 338 340 295
Right-of-use lease liability current portion 131 160 165
Preferred issuances to convertible debt 141 103 150
Total Current Liabilities 1,667 1,666 1,633
Long-term Liabilities 1,249 903 602
Right-of-use lease liability net of current portion 439 366 360
Reserves and Other Liabilities 388 421 455
Total Non-Current Liabilities 2,076 1,690 1,418
Total Liabilities 3,743 3,356 3,050

Total Stockholders' EiUii (470) (158) 221

in $ millions 2023 2024
STATEMENTS OF CASHFLOWS
Net income (loss) before tax 147 316 387
Changes in Working Capital 128 a7 (52)
Net adjustments to Net Income 272 267 314
Net cash flow from operating activities 547 630 649
Payments to other property and equipment (111) (101) (65)
Proceeds from return of predelivery payments/ sale of aircrat - 60 -
Other Assets (8) 27) (54)
Net cash flow from investing activities (119) (67) (119)
Payments
Claims - (6) (6)
Long-term Payable (265) (267) (269)
Liquidity Facility - (71) (71)
Lease charges of ROU assets (120) (149) (164)
Availments
Convertible debt/Exit Facility (9) (38) a7
Net cash flow from financing activities (394) (531) (463)
Net Inc / (Dec) in cash and cash equivalents 34 32 66
Cash and cash equivalents at beginning 300 335 367
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EXHIBIT E

Valuation Analysis
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VALUATION ANALYSIS

THE VALUATIONS SET FORTH HEREIN REPRESENT ESTIMATED
DISTRIBUTABLE VALUE FOR THE DEBTOR AND DO NOT NECESARILY REFLECT
VALUES THAT COULD BE ATTAINABLE IN THE PUBLIC OR PRVATE MARKETS.
THE VALUE OF THE NEW COMMON STOCK DOES NOT PURPORTO BE AN
ESTIMATE OF THE POST-REORGANIZATION MARKET VALUE OF THE
REORGANIZED DEBTOR.

A. Introduction

In connection with developing the Plan, the Deldoected Seabury to estimate the
going-concern value of the Reorganized Debtor. s Tdmalysis has been prepared for the
Debtor’'s sole use and is based on information pexlito Seabury by the Debtor. This
valuation was performed for the purposes of (i)lwating the range of potential recoveries for
holders of general unsecured claims; (ii) providangasis for the allocation of value of the
Reorganized Debtor; and (iii) establishing an est@nof the initial stockholders’ equity value
for fresh-start accounting. This valuation has alsen undertaken for the purpose of
evaluating whether the Plan meets the so-calledt“imerests test” under section 1129(a)(7)
of the Bankruptcy Code.

Based on the Financial Projections for 2022 seihfor Exhibit D, and subject to the
disclaimers and the descriptions of Seabury’'s ndglogy set forth herein, and solely for
purposes of the Plan, Seabury estimates the totatprise value of the Reorganized Debtor to
be approximately $2,619,353,000.00 as of an Assugifadtive Date of December 31, 2021.
The total equity value, which takes into accoumt thtal enterprise value less the estimated net
debt outstanding as of the Assumed Effective Datas estimated by Seabury to be
approximately $32,618,000.00. The implied totaleeprise value should be considered as a
whole, and the underlying analyses should not besidered indicative of the values of any
individual operation of the Reorganized Debtor.

In preparing the estimated total enterprise vatretlie Reorganized Debtor, Seabury:
(1) reviewed certain historical financial infornaati of the Debtor for recent years and interim
periods; (2) met with certain members of the Deébt@enior management to discuss the
Debtor's operations and future prospects; (3) wee@ publicly available financial data and
considered the market values of public companiesméd generally comparable to the
operating business of the Debtor; (4) consideratiaice economic and industry information
relevant to the Debtor’s operating business; and ¢bnducted such other studies, analyses,
inquiries and investigations as deemed appropbgtSeabury.

Although Seabury conducted a review and analysih®fDebtor’s business, operating
assets and liabilities, and business plans, Seabieg on the accuracy and completeness of all
financial and other information furnished to it the Debtor and by other firms retained by the
Debtor and on certain publicly available informati@s to which Seabury does not have
independent knowledge.
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Seabury has relied on the Debtor’'s representatiwh \®arranty that the Financial
Projections provided by the Debtor to Seabury @jehbeen prepared in good faith, (2) are
based on fully disclosed assumptions which, intligh the circumstances under which they
were made, are reasonable, (3) reflect the Debtoest currently available estimates, and
(4) reflect the good faith judgments of the Debtd8eabury does not offer an opinion as to
the attainability of the Financial Projections. eTtuture results of the Reorganized Debtor are
dependent upon various factors, many of which aotd the control or knowledge of the
Debtor or Seabury, and consequently are inhereditficult to project. Some of these
variables are described in Exhibit D, which disegsgertain inherent uncertainties in the
Financial Projections. The Reorganized Debtor'tuacfuture results may differ materially
(positively or negatively) from the Financial Prci)ens, and as a result, the actual total
enterprise value of the Reorganized Debtor may igeifisantly higher or lower than the
estimated range herein.

No independent evaluations or appraisals of thetd&b assets were sought or
obtained in connection with Seabury's valuationeal®ury did not conduct an independent
investigation into any of the legal, tax, pension,accounting matters affecting the Debtor, and
therefore Seabury makes no representations as eto ithpact on the Debtor's Financial
Projections.

B. Valuation Methodology

The following is a brief summary of certain finaacanalyses performed by Seabury to
arrive at the estimated total enterprise value tfte Reorganized Debtor. The following
summary does not purport to be a complete desmnipif all of the analyses undertaken to
support Seabury’s conclusions. The preparatioa @éluation is a complex process involving
various determinations as to the most appropriatdyses and factors to consider, and the
application of those analyses and factors undemp#récular circumstances. As a result, the
process involved in preparing a valuation is n@tdig summarized.

In performing its analyses, Seabury applied a coaiga company trading multiples
methodology. Seabury believes that, given the ueignarket distortions caused by the
COVID-19 pandemic, a comparable company tradingtiphes methodology is the most
reliable valuation methodology currently availafide the Debtor and is commonly used and
accepted in the industry. Seabury’'s applicatiorthef comparable company trading multiples
methodology involved identifying a group of compmiwhose businesses and operating
characteristics are generally similar to the Reompl Debtor’'s operations. A comparable
company analysis estimates enterprise value baseal @mparison of the subject company’s
actual and projected financial statistics with #ha@ctual and projected financial statistics for
similar publicly-traded companies. Criteria folesting comparable peer companies for this
valuation include, among other relevant charadtesis similar lines of businesses, business
risks, growth prospects, maturity of businessesketgresence, size, and scale of operations.
From a review of the trading multiples for this gpoof selected comparables, Seabury then
developed a valuation multiple to apply to the Roial Projections to derive an implied
enterprise value for the Reorganized Debtor’s dmers
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In arriving at its valuation estimate, Seabury diokt consider any one factor to the
exclusion of any other factors, but instead usealsorable judgment as to the relative
relevance of such factor. Accordingly, Seaburyebek that its analyses and views must be
considered as a whole and that selecting portidnsscanalyses and factors could create a
misleading or incomplete view of the processes uyidg the preparation of this valuation.

C. Valuation Considerations

This valuation is based upon information availatie and analyses undertaken by,
Seabury as of October 2021, and reflects, amongr ddttors discussed below, the current
financial market conditions and the inherent uraiety today as to the achievement of the
Financial Projections. The value of an operatingitess is subject to uncertainties and
contingencies that are difficult to predict andl Wictuate with changes in factors affecting the
financial conditions and prospects of such a bgsing~or purposes of this valuation, Seabury
has assumed that no material changes that wowddtafalue will occur between the date of
this Disclosure Statement and the Assumed Effe@&te. Events and conditions subsequent
to the date of this Disclosure Statement, includwg not limited to updated projections, as
well as other factors, could have a substantiabchmpon the Reorganized Debtor’s value.
Neither Seabury nor the Debtor has any obligatounpdate, revise, or reaffirm this valuation.

This valuation also reflects a number of assumptioincluding a successful
reorganization of the Debtor's business and finengoea timely manner consistent with the
Plan and the Restructuring Term Sheet, achievirg ftnecasts reflected in the Financial
Projections, maintaining a minimum amount of castjuired to operate the Debtor’'s business,
certain market conditions, and the Plan becomirfgcife in accordance with its terms on a
basis consistent with the estimates and other gagum discussed herein. Among other
things, failure to consummate the Plan in a timalgnner may have a materially negative
impact on the enterprise value of the Reorganizebt@r.

Further, the valuation of newly issued securiteesubject to additional uncertainties and
contingencies, all of which are difficult to predidctual market prices of such securities at
issuance will depend upon, among other things, gilney interest rates; conditions in the
financial markets; the anticipated initial secestiholdings of prepetition creditors, some of
which may prefer to liquidate their investment matlthan hold it on a long-term basis; and
other factors that generally influence the pricésecurities. Actual market prices of such
securities also may be affected by the Chapter 48e@r by other factors not possible to
predict. Accordingly, the total enterprise valigeridbed in this analysis does not purport to be
an estimate of the post-reorganization market igadialue of the Reorganized Debtor or its
securities. Such trading value may be materiaifferént from the total enterprise value
associated with Seabury’s valuation analysis. ukthér described in the Disclosure Statement,
the Reorganized Debtor is expected not to be dblijéo file public reports or disclosures.
There can be no assurance that any trading marikedewelop for the New Common Stock.
The estimates of value for the Reorganized Debtomat necessarily reflect the values that
may be attainable in public or private markets. rtfi@rmore, in the event that the actual
distributions in the Chapter 11 Case differ fronodt the Debtor assumed in its recovery
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analysis, the actual recovery of Holders of Claimgmpaired Classes could be significantly
higher or lower than estimated by the Debtor.
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EXHIBIT F

Organizational Chart
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Ownership of Subsidiaries as of Pg 140 of 140 = Philippine Airlines
October 1, 2021 o

(100% Ownership, unless otherwise noted)
Confidential & Proprietary

Buona Sorte Holdings, Inc. Note: Debtor entity shaded.
(“BSHI") (Philippines)

Horizon Global Investments Ltd.
(British Virgin Islands)
60%
. Trustmark HoIdings__Cor_poration 0.28%
40% (“Trustmark”) (Philippines)
ANA Holdings Others
Cosmic Holdings Corporation 76.9% (Japan)
(“Cosmic”) (Philippines) ;
PAL Holdings, Inc. ‘
“ ” iliopi 9.5% ~ 10.3%
‘ 3.3% (“PHI") (Philippines) 0 0
20%
82.33% PR Hc_>!dings, Inc. Others
(Philippines)
9%
| 51%
40% Zuma Holdings & 98.57% 0.42%
Management Corp. (“Zuma”) SRR 1.0%
Philippine Airlines Inc.
‘ 99.97% (‘PAL")
- o i (Philippines)
Air Philippines Corporation d/b/a PAL
Express (“APC") (Philippines)
‘ 55%
GuidetothePhilippines Inc.
(“Guide”) (Philippines)
15% | 65% | 83% | ~100% | 100%
Fortunate Star Limited = Sabre Travel Network, Mabuhay Miles, Inc. | Mabuhay Maritime Express
(“FSL") |nC. (“Sabre") (uMMln) Transport,_ _Inc_. (HMMETH)
(Cayman Islands) (Philippines) (Philippines) (Philippines)
Rising Star Rising Star Rising Star Radiant Star Radiant Star Binary Star Binary Star Binary Star Binary Star Neutron Star
Aircraft Aircraft Aircraft Aircraft Aircraft Aircraft Aircraft Aircraft Aircraft Aircraft
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