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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 11plan of Philippine Airlines,
Inc. in the above-captioned chapter 11 case (the @btor” or “PAL”). The

proposed chapter 11 plan (the “Plan”) is attached d 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 MA Y
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 heregfhas
unanimously approved the transactions contemplate@dy the Solicitation and
the Plan and recommend that all creditors and inteest holders whose votes
are being solicited submit ballots to accept the Bh.

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

IMPORTANT NOTICES

A hearing to consider confirmation of the Plan (thé‘Confirmation Hearing”) will be held
before the Honorable Shelley C. Chapman, United Stes Bankruptcy Judge, at the United
States Bankruptcy Court for the Southern District & New York, One Bowling Green, New
York, NY 10004 on December 17, 2021 at 10:00 a.nprévailing Eastern Time), or as soon
thereafter as counsel may be heard.
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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 REGULATORY AUTHORI TY, AND
NEITHER THE SEC NOR ANY SUCH AUTHORITY HAS PASSED UPON THE
ACCURACY OR ADEQUACY OF THE INFORMATION CONTAINED | N THIS
DISCLOSURE STATEMENT OR UPON THE MERITS OF THE PLAN . ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENS E.

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, ASSUMPTIONS, UNCER TAINTIES, 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 IN
THIS DISCLOSURE STATEMENT. IMPORTANT ASSUMPTIONS A ND OTHER
IMPORTANT FACTORS THAT COULD CAUSE ACTUAL RESULTS T O DIFFER
MATERIALLY FROM THOSE EXPECTED INCLUDE, BUT ARE NOT LIMITED TO,
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THOSE FACTORS, RISKS, AND UNCERTAINTIES DESCRIBED IN MORE DETAIL

UNDER THE HEADING “RISK FACTORS” AND ELSEWHERE IN T HE AUDITED
AND UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS AND THE
RELATED NOTES THERETO INCLUDED ELSEWHERE HEREIN. D UE TO THESE
UNCERTAINTIES, READERS CANNOT BE ASSURED THAT ANY F ORWARD-
LOOKING STATEMENTS WILL PROVE TO BE CORRECT. THE D EBTOR IS
UNDER NO OBLIGATION TO (AND EXPRESSLY DISCLAIMS ANY OBLIGATION

TO) UPDATE OR ALTER ANY FORWARD-LOOKING STATEMENTS WHETHER AS
A RESULT OF NEW INFORMATION, FUTURE EVENTS, OR OTHE RWISE, 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 LIQUIDATION ANALYS IS 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 INCONSISTENCY W ITH 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. NOTHING 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 theéhapter 11 Plan of Reorganization of Philippine Airlines,
Inc., dated November 9, 2021 (thelan”)? attached hereto &xhibit A.

The purpose of this Disclosure Statement, includimg exhibits annexed hereto, is to
provide information of a kind, and in sufficienttds, to enable creditors of the Debtor that are
entitled to vote on the Plan to make an informecisien on whether to vote to accept or reject
the Plan. This Disclosure Statement contains sumemaf the Plan, certain statutory provisions,
events contemplated in the Chapter 11 Case, ataircdocuments related to the Plan.

After extensive arms-length negotiations, priotte Petition Date, the Debtor executed
numerous restructuring support agreements (eatRestructuring Support Agreement, and
collectively the Restructuring Support Agreements) with the Supporting Creditors, which
were approved by the Bankruptcy Court on October2d21. The Restructuring Support
Agreements form the backbone and framework foPiae.

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

» The Tranche A DIP Facility will convert to unseadirelebt maturing
approximately 5 years after the anticipated Effecate, and the Tranche B
DIP Facility will convert into 79.5% of the New Comon Stock of the
Reorganized Debtdr.

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

* General Unsecured Trade Claims, Employee ClaimCarstomer Claims
shall be paid, adjusted, disputed, or settledhenardinary course of business.

Capitalized terms used in this Disclosure Statgmut not defined herein, have the meanings lasgrio
them in the Plan. To the extent any inconsisteneiast between this Disclosure Statement and ldng Ehe
Plan shall govern.

As described in more detail herein, the Debtar tha option, in its sole discretion, to elect ¢oert the DIP
Claims into long-term equity and unsecured deldrfoing on the Effective Date. At this time, the elhas
elected to exercise the Tranche A Conversion Eleaind the Tranche B Conversion Election in accwda
with the DIP Credit Agreement. However, the Del#rpressly reserves the right to continue to camsadl
proposals and options with respect to the electimh whether an alternative proposal is receiveor poi the
Confirmation Date that is in the best interesthef Debtor’s estate.
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e The Debtor's Unsecured Notes will be cancelled aadh holder of an
Allowed General Unsecured Claim on account thereilif receive its Pro
Rata share of the Unsecured New Equity Allocation.

* The recoveries provided to holders of General Uinset Claims, as well as
the payment of all Employee Claims, Customer Claiemed General
Unsecured Trade Claim in full, are being carved afuthe value that would
otherwise be used to satisfy the DIP Claims and ldvowt otherwise be
available to holders of such unsecured Claims withbe consent of the DIP
Lenders, which consent was obtained in connectigdh good-faith, arms’-
length negotiations regarding the Restructuringg®upAgreements.

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

» All existing equity interests of the Debtor (incing common stock, preferred
stock and any options, warrants, profit interestsymor rights to acquire any
equity interests) shall be reduced to 0.001% afutsent amount and value by
the New Common Stock. Philippine law generallyhpibds the cancellation
of such shares for no consideration, but the ditutof the existing equity
interests is meant to approximate such treatment.

» The possibility of a commitment for a $150 milli®@ecured Exit Facility from
new investors to ensure that PAL has adequatedliguto 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 BELIE VE THAT THE
PLAN PROVIDES THE HIGHEST AND BEST RECOVERY FOR ALL
STAKEHOLDERS.

Summary of Plan Classification and Treatment of Clams and Interests

Under the Bankruptcy Code, only holders of claimgterests in “impaired” Classes are
entitled to vote on the Plan (unless, for reasassudsed in more detail below, such holders are
deemed to reject the Plan pursuant to section §j) 26(the Bankruptcy Code). Under section
1124 of the Bankruptcy Code, a class of claimsarests is deemed to be “impaired” unless (i)
the plan leaves unaltered the legal, equitable, @mractual rights to which such claim or
interest entitles the holder thereof or (i) notwsianding any legal right to an accelerated
payment of such claim or interest, the plan, amothgr things, cures all existing defaults (other
than defaults resulting from the occurrence of eveh bankruptcy) and reinstates the maturity
of such claim or interest as it existed beforedéfault.
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Only Holders of Class 3 General Unsecured Claims arbeing solicited under and
entitled to vote on the Plan.

The following table summarizes (i) the treatmenCédims and Interests under the Plan,
(i) which Classes are impaired by the Plan, (@hich Classes are entitled to vote on the Plan,
and (iv) the estimated recoveries for holders @fifG$ and Interests. The table is qualified in its
entirety by reference to the full text of the Plafor a more detailed summary of the terms and
provisions of the Plan, see Article V—Summary af #lan below. A detailed discussion of the
analysis underlying the estimated recoveries, dioly the assumptions underlying such
analysis, is set forth in the Valuation Analysi€xhibit E.

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

1 Priority Nor-Tax | Except to the extent that a holder of | Unimpairec No 100%
Claims 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, ag
applicable, (i) each such holder shall
receive payment in Cash in an amour
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 becomes
an Allowed Priority Non-Tax Claim, o
as soon thereafter as is reasonably
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 Secure Except to the extent t a holder of ar | Unimpaire( No 100%
Claims Allowed Other Secured Claim against (Presumed to
the Debtor agrees to a less favorable accept)
treatment of such Claim, in full and
final satisfaction, settlement, release,
and discharge of, and in exchange fo
such Allowed Other Secured Claim, g
the option of the Debtor or the
Reorganized Debtor, as applicable, (i

—

4 The amounts and/or percentages set forth underoXpnate Recovery are based on the range of reae@h

equity value of the Debtor as described in the ¥@&m Analysis described herein. They represeat th
midpoint within the Company’s range of estimatecbkeries.



21-11569-scc

Pg 13 of 134

Doc 261 Filed 11/12/21 Entered 11/12/21 14:24:21 Main Document

Class

Claim or

Equity Interest

Treatment

Impaired or
Unimpaired

Entitled to
Vote on
the Plan

Approx.
Recovery

each such holder shall receive payrr
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 such Other Secur|
Claim becomes an Allowed Claim, or
as soon thereafter as is reasonably
practicable, (ii) Reinstatement of such
holder’s Allowed Other Secured Clain
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 Plar
the Liens securing such Other Secureg
Claim shall be deemed released
immediately upon payment.

—

Genera

Unsecured Claims

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

Impairec

of
ne

Yes

~1%

Genera

Unsecured Trade

Claims

Except to the extent that a holder ¢
General Unsecured Trade Claim agre
to a less favorable treatment of 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, su
Claim, (i) the Reorganized Debtor sha
continue to pay or treat each General
Unsecured Trade Claim in the ordina

course of business as if the Chapter 1
Case had never been commenced, or

(i) such holder will receive such othe
treatment so as to render such holder
Allowed General Unsecured Trade

Claim Unimpaired pursuant to section
1124 of the Bankruptcy Code, in each
case subject to all defenses or disput
the Debtor and the Reorganized Debt

may have with respect to such Claims

including as provided in Section 6.17
of the Planprovided that,

Unimpairec
es

ch
all

£S
or

Py

No
(Presumed to
accept)

10C%
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Class

Claim or
Equity Interest

Treatment

Impaired or
Unimpaired

Entitled to
Vote on
the Plan

Approx.
Recovery

notwithstanding the foregoing, tl
Allowed amount of General Unsecureg
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, t
the extent applicable.

O

Employee Clair

Except o the extent that a holder of
Employee Claim agrees to a less
favorable treatment of such Claim or
has been paid before the Effective D3
all Employee Claims shall be paid,
adjusted, disputed, or settled, in the
ordinary course of business after the
Effective Date.

Unimpairec

ite,

No
(Presumed to
accept)

100%

Custome Claims

Except to the extent that a holder ¢
Customer Claim agrees to a less
favorable treatment of such Claim or
has been paid before the Effective D3
all Customer Claims shall be paid,
adjusted, disputed, or settled, in the
ordinary course of business after the
Effective Date in accordance with any
settlements or orders issued by the
applicable courts or regulatory
authorities.

Unimpairec

ite,

No
(Presumed to
accept)

10C%

Intercompany
Claims

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

Unimpairec
y

No
(Presumed to
accept)

100%

Existing Equity
Interests

On the Effective Date, or as soon
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 a

Impairec

of the Petition Date.

No (Deemei
to reject)

Approxime
tely
0.001%
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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 Ppilies and the national flag carrfer.lts
principal activity is providing air transportatidor passengers and cargo within, and connecting
to, the Philippines.

In 1946, PAL became the first Asian airline to @dbke Pacific when it operated a
chartered flight to ferry U.S. servicemen to Caliia. Thereafter, PAL commenced regular
services between the Philippines and the UniteteStand today operates a global network that,
pre-pandemic, included 117 destinations withinRhéippines 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 Bt@lippine economy and the emergence of a
national tourism industry.

In 1992, PAL was privatized under the leadershigso€hairman and CEO, Dr. Lucio C.
Tan. Today, PAL is an international corporatiolydarganized and existing under the laws of
the Republic of the Philippines. Its principal ioff is located in PNB Financial Center,
Diosdado Macapagal Avenue, CCP Complex, Pasay Elit§ippines.

As of June 2021, PAL employed a total of approxahatt,500 employees (collectively,
the "Employees). Approximately 52% of PAL’s employees are unmad — primarily by two
Philippine labor unions: Philippine Airlines Empless’ Association (PALEA), for ground
employees, and Flight Attendants’ and StewardsbAission of the Philippines (FASAP) for the
cabin crew. In the United States, certain of thebtdr'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 Corpaoat (“APC”), which operates as PAL
Express. PAL Express was incorporated in the jiiilies on February 8, 199&nd is the third
largest airline in the Philippines. PAL Expres®@tes 36 aircraft, which it subleases from PAL

° PAL operates under the Presidential Decree N80 1BD 1590) entitled, “An Act Granting a New Frhise
to Philippine Airlines, Inc. to Establish, Operassd Maintain Air-transport services in the Philigs and
Other Countries” PD 1590, which designated PALrthgonal flag carrier of the Philippines.

®  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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with lease terms ranging from 36 to 144 months.L EApress has a close operating relationship
with PAL governed by a comprehensive Codeshare eéxgemt under which PAL is the
marketing carrier of domestic flights operated bl PExpress. This Codeshare Agreement
allows both airlines to merge timetables, ticketesaand various other operations. The
partnership reduces operating costs for both aesliand at the same time, ensure seamless
connecting flights between the two carriers for td@nvenience of their passengers. PAL
Express and PAL'’s other affiliates are not debtotsis Chapter 11 Case.

The Debtor also owns and operates a frequent fiyegram called “Mabuhay Miles,”
which is critical to preserving the Debtor’s loyaistomer base worldwide. The Mabuhay Miles
program is a loyalty program operated by PAL ag pathe airline’s marketing function. As
described in more detail in the First Day Pleadirthe Debtor intends to honor all obligations
relating to its Mabuhay Miles program to ensure to@tinued confidence of its customers.
Total revenues from the Mabuhay Miles program il ®0the last full year prior to the
pandemic, amounted to approximately $21.4 millmmapproximately 1% of total revenues.

As of May 2021, there are approximately 4.9 millim@mbers in the Mabuhay Miles
loyalty program. Through the Mabuhay Miles progranembers have the opportunity to earn
travel rewards through the accumulation of mileaggglits earned on flights with the Debtor and
partner airlines. Members can also earn milesutiincthe purchase and use of services from
mileage partners, including credit card providéranks, telecommunications service providers,
hotels and resorts, tour operators, cruise serviasgrance providers, car rental businesses, and
other merchandise and travel companies. MabuhaylesMihas a website,
www.mabuhaymiles.com, which provides members actestheir account information, and
details on promotions and offers.

The Company’s current organizational structureluting a depiction of the Debtor and
its non-Debtor affiliates, as of the date herephtiached hereto &khibit F.

B. Company’s Business

Prior to the COVID-19 pandemic, PAL'’s fleet consasof a total of ninety-eight aircratft,
consisting of 48 narrow body aircraft, 31 wide baalscraft and 19 turboprop aircraft. The
Debtor’s fleet was comprised of 13 owned aircraftl 85 aircraft under finance leases and
operating leases. Many of PAL'’s aircraft are owbgdhon-debtor special purpose entities that
lease the aircraft to PAL. In those situationg #mount of rent paid by the Debtor under the
applicable leases corresponds to the principal iatelest due from the special purpose entity
lessor to the relevant lender(s) or lessors ungerapplicable loan agreement(s) or leases, as

applicable7. Under certain of the applicable lease documeP#d, has an option to purchase
certain aircraft for a nominal amount, or titlettee aircraft will pass to PAL on payment of the
final rent installment. In connection with the @her 11 Case, PAL is optimizing its fleet size,
composition and ownership costs to meet the exgetgenands of the post-COVID-19 market.
The Debtor’s pre-restructuring fleet consistednef following aircratft:

! Such lease documents are governed by either Nty Philippine, or English law.
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Leased Owned Total
Wide Body 31 31
Narrow Body 42 6 48
Turboprop 12 7 19

Prior to the onset of the COVID-19 pandemic PAL wasviding airline services with a
wide network spanning 35 domestic points and 4@idor 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, Spuga, Phnom Penh, Incheon, and Pusan.
Set forth below is a chart depicting PAL'’s routempto the COVID pandemic:

Route Network (2019)
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In order to ensure that it could serve all ofdtstomers’ needs, PAL is also a party to
numerous codeshare agreements, including with Aacau, All Nippon, Bangkok Airways,
Cathay Pacific, China Airlines, Garuda Indonesiajlf GAir, Hawaiian Airlines, Malaysian
Airlines, Royal Brunei, Turkish Airlines, Vietnamines, West Jet Airlines, and Xiamen
Airlines. These codeshare agreements enable theoDéo operate flights to additional
destinations, while minimizing the additional expes and burdens of providing flights to such
destinations. Moreover, these agreements helpDiator to build and maintain customer
loyalty by seeking to become the customer’s pringayrce for all of their travel needs.
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PAL’s excellent service has garnered significantkearecognition in recent years. In
2018, PAL became the first, and to date the onitiina in the Philippines to earn a 4-Star rating
from Skytrax, the international air transport rgtiarganization. In 2019, Skytrax re-certified
PAL as a 4-Star Global Airline based on comprehenguality audits. In the same year, PAL
won the “World’s Most Improved Airline Award,” ake carrier that achieved the largest leap in
product and service quality among a survey of @& airlines worldwide. Skytrax also ranked
PAL as the 30th best airline in the world in th8ivorld’s Top 100 Airlines in 2019” index,
rising 19 spots from 2018. PAL also ranked highother important categories, including
ranking 10th in “World's Best Business Class Cotmfanenities,” 10th in “Best Airline Staff in
Asia,” 11th in “World's Best Cabin Crew,” 11th iWorld's Best Airport Services,” 11th in
“World's Best Premium Economy Class,” and 14th Wofld's Best Economy Class.” The
Debtor believes that the proposed restructuring emfible PAL to continue its excellent service
for years to come in accordance with its revisesiri@ss plan and optimized fleet.

While the majority of the Debtor’'s revenue has ittadally come from its passenger
airline services, the Debtor also offers cargoteelaservices to a wide variety of destinations in
24 countries. In 2019, cargo related services @tenl for approximately 6% of the Debtor’s
annual revenue. During the current pandemic, tebt@’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, cargoeaewes accounted for nearly 31% of the
Debtor’s total revenues.

Cargo Revenues
(in $ millions)

28
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PAL has seen significant and continued growth siitsefounding, despite recent
challenges. Nevertheless, like many other air)if_ faces intense competition from existing
and new participants in the market, including ulkna-cost, low-cost and Middle Eastern
carriers. The industry remains highly sensitiveagigressive price-discounting policies and jet
fuel price increases. Others sources of disrugtiolude lack of airport infrastructure in certain
areas served by PAL and changes to PAL’s regulaowronment.

In the face of such challenges, commencing in 2€i9 Debtor launched new programs
designed to achieve sustainable profitability, lowebt, and a higher level of competitiveness.
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These new programs made substantive initial pregrethe last two months of 2019 and helped
increase total gross revenue for 2019 by 7.0% fitben prior year to over $3.0 billion,.
Passenger numbers also grew as a result of suaisefs 16.8 million, 5.1% more than 2018.

C. Management

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

Name Position(s)

Lucio C. Tar Chairman & Chief Executive Office
Gilbert Gabriel F. Santa Ma President & Chief Operating Offic

Nilo Thaddeus Rodrigu Chief Financial Office & Compliance Offic
Alvin Kendrich O. Limquec Chief Admin Group & Data Privacy Offic
Wilson H. G¢ Chief Information Office

Stanley K. Ni Senior Vice President of Airline Operatis
Danrel M. Oira SeniorVice President of Human Cap
Dexter C. Le Senior Vice President of Strategy & Plant
Atty. Marivic T. Moye Corporate Secrete

Juanita Tan Le Treasure

Leonardo B. Alejandrir Member of Advisory Boat

Rowena T. Cht Member of Advisory Boat

Mark M. Chet Member of Advisory Boat

Johnip G. Cu Member of Advisory Boat

Atty. Juan De Zuniga, Member of Advisory Boat

Atty. Florentino M. Herrera | Member of Advisory Boat

Junichiro Miyagaw Member of Advisory Boat

Carmen K. Ta Member o Advisory Boart

Lucio C. Tan I Member of Advisory Boat

Samuel C. U Member of Advisory Boat

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

D. Prepetition Capital Structure

To support its operations and obligations, the Delias 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 Eabilities were approximately $4.1
billion and $6.07 billion respectively, with cashdacash equivalents of approximately $31.9
million. An overview of the Debtor’s indebtedndeiows:

Finance and Operating Leases: PAL has 85 aircrafeuufinance leases and operating
leases. With respect to the finance leases, thkcaple special purpose vehicle lessors, which
are all non-debtor affiliates, generally pledgeirtrevned aircraft to secure the applicable

10
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financing arrangement. The amount of rent paidhgy Debtor to the special purpose vehicle
lessors under the applicable finance leases cameésm the principal and interest due from the
special purpose vehicle lessor to the relevantegsyl under the loan agreement(s). In the
aggregate, PAL pays approximately $48 million mgntn account of its finance and operating
leases, which range from 24 to 120 months remaiamthe leases. PAL’s expenses under such
leases are a significant portion of PAL'’s liabdii

Securitization Structures: PAL currently participsitn two securitization structures. In
particular, PAL sold to PAL Receivables Company.Ll special purpose entity incorporated
under the laws of the Cayman Islands, via a reb@gapurchase agreement for a maximum
consideration of $685 million, an undivided interesUS dollar credit card sales. PAL obtained
$325 million asset back security for additional itapin August 2015 under Facility A, an
additional $260 million in October 2017 under FégiB and an additional $100 million in
November 2019 under Facility C. The US securitirafacility is secured by future collections
from passenger sales made in the United Statesighrthe following designated credit card
companies: (1) MasterCard & Visa administered bykBaf America Merchant Services and (2)
American Express administered by American Exprasvel Related Services Company, Inc.
The security is repaid through monthly installmént75 months. As of June 30, 2021, there is
$387,083,333.15 outstanding under the US securiizéacility.

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 redges and claims owed to PAL from time to
time by: the International Air Transport AssociatiFIATA ”) paid by its banks and arising out
of certain agreements and IATA agents pursuantexain IATA agency agreements and
payable to PAL through its banks (collectively, tdapan Receivabley. In March 2018, PAL
sold additional Japan Receivables amounting to $dfiion to Golden Investment. In
September 2019, PAL further sold additional Jap&ceivables amounting to $125 million
(amount greater than the proceeds of $100 millioninclude principal, interest, fees, and
expenses). The Japan Receivables under thistyaafiise out of PAL’s services for airline
passenger transportation or cargo transportationhadre sold in Japanese Yen cash indirectly
through IATA agents within Japan. The securityapaid through monthly installment for 85
months. As of June 30, 2021, there is $260,00002t8tanding under the Japan securitization
facility.

Secured Bridge Loans: In order to provide the Delith the necessary liquidity and
runway to prepare for an organized bankruptcy diliand negotiate Restructuring Support
Agreements with numerous lenders and lessors rieggttte Debtor’s go-forward aircraft leases,
long-term loans, and optimized fleet leasing sgwten accordance with the Debtor’s revised
business plan, the Debtor obtained three Bridgen&¢the Bridge Loans’) from Buona Sorte
Holdings, Inc. (Buona Sort€), a Philippine corporation that directly owns apximately 60%
of the equity of Trustmark Holdings Corporation,Philippine Corporation, which in turn
directly owns approximately 76.9% of the equityRAL Holdings, Inc. (PAL Holdings”), a
Philippine corporation, which in turn directly owapproximately 98.57% of the equity of the
Debtor. The Bridge Loans were advanced pursuatiidse certain Loan Agreements, dated as
of February 10, 2021 (theFirst Bridge Loan Agreement’), May 27, 2021 (the Second
Bridge Loan Agreement), and August 19, 2021 (theThird Bridge Loan Agreement’),

11
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respectively (each as amended, restated, or ottemuodified from time to time between the
Debtor and Buona Sorte (thdridge Loan Agreement$). Pursuant to the Bridge Loan
Agreements, the Bridge Lender provided credit fiaed to the Debtor in an aggregate principal
amount of $100 million, comprised of (a) $60 mifligpursuant to the First Bridge Loan
Agreement, (b) $25 million pursuant to the Secondd® Loan Agreement, and (c) $15 million
pursuant to the Third Bridge Loan Agreement. AshefPetition Date, the aggregate amount of
Bridge Loan obligations outstanding to the Bridgentler was $102,429,666.67. The Bridge
Loans are secured by the same aircraft-relatedtecdll securing the DIP Facility. The liquidity
afforded to the Debtor through the Bridge Loans wagial in facilitating an orderly filing and
the time needed to reach agreement with key stddetsoon the Plan. The Bridge Loans were
contemplated to be short-term loans, and wereaeéied as part of the DIP Facility upon entry
of the Final DIP Order.

Unsecured Bank Loans: As of June 30, 2021, PAL tamiad a $75 million term loan
from Asia United Bank, a $77 million term loan frdhilippine National Bank, a $65 million
term loan from China Banking Corporation, and a $&0ion term loan from Union Bank
(collectively, the Bank Loans’). An additional $36.8 million of standby letterd credit
(posted with operating lessors as maintenanceveseissued by Philippine National Bank have
been drawn by certain lessors over the past fewtlmsdeading up to the Petition Date. These
were converted by Philippine National Bank to presory notes and are also considered as Bank
Loans for the purpose of this Disclosure Statenagwk the Chapter 11 Case. The Bank Loans
facility of Philippine National Bank is partiallyesured by a real property with an agreed value
of PHP 1,360,963,000, which is equivalent to USD194%,241.30 based on the exchange rate
one Business Day prior to the Petition Date. Thms,accordance with the applicable
Restructuring Support Agreement, Philippine NatloBank’s unsecured claim (after reduction
by the value of the real property) is USD 86,848,8Z.

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

12
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In advance of filing the Chapter 11 Case, the Debtggaged in extensive, good faith
negotiations to reach a consensual resolution dgaggthe treatment of the Bank Loans and to
secure the banks’ support of the Plan. As of tastieén Date, Asia United Bank, Philippine
National Bank and Union Bank have executed Restringg Support Agreements and agreed to
the treatment contemplated under the Plan for Bank Loan that are unsecured claims. Upon
information and belief, China Banking Corporatiaithough not executing a Restructuring
Support Agreement in respect of its Bank Loan, suigPAL’s restructuring.

Other Unsecured Loans: In late 2019, Buona Softeséd $225 million as part of PAL’s
turnaround plan and, due to the pandemic, BunoteSw@s provided another $133 million of
emergency advances to the Debtor between MarciAagdst 2020. Buona Sorte has agreed to
waive any recovery with respect to its prepetitionsecured loans under, and subject to
confirmation of, the Plan.

ARTICLE III.

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 performanddowever, the first quarter of the new year
brought the COVID-19 pandemic, resulting in unpcesged disruptions to the global economy
and the Debtor’s business.

The COVID-19 crisis has had a particularly catgstio impact on the aviation industry.
The pandemic resulted in worldwide travel restoiesi and a near total collapse in consumer
demand during large portions of the pandemic. Trhiernational Air Transport Association
(IATA) has recently estimated that the COVID-19 gamic caused a $371 billion loss in gross
passenger operating revenues of airlines in 202Qther observers have characterized the

pandemic as the most disruptive crisis ever tocaffiee aviation industril. Numerous airlines
have already filed in the U.S. for bankruptcy pectittn due to pandemic-related losses, including
the LATAM Airlines, Aeromexico, Avianca, Compassriies, Ravn Air Group and Trans
States Airlines.

8 International Air Transport Associatiorkffects of Novel Coronavirus (COVID-19) on Civil Aviation:
Economic Impact Analysis (July 13, 2021), https://www.icao.int/sustainagibocuments/COVID-
19/ICAO_Coronavirus_Econ_Impact.pdf. While theustly has begun to rebound, the global recovery has
been uneven and hampered the emergence of newawons variants. Michael GebickAirline Recovery
Around the World During COVID-19: Which Countries are Bouncing Back?, TRAVELLER (July 12, 2021),
https://www.traveller.com.au/airline-recovery-ardette-world-during-covid19-which-countries-are-
bouncing-back-h1x1tq. The International Air TramgpAssociation has forecast that, compared to 2019
world passenger traffic for 2021 will be down 358638% and airlines will continue to suffer a $2885814
billion loss of gross passenger operating revenil@grnational Air Transport Association, supra.

United Airlines, "United Expects To Have Approxtely $17 Billion In Available Liquidity By Septereb

2020," June 15, 2020, https://hub.united.com/202Q0-B-united-expects-to-have-approximately-17- duiltin-
available-liquidity-by-september-2020-2646173793lht
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News about the COVID-19 virus was first reportedDiacember 2019 in China. By
January 2020, other countries started to reportirooed cases of the virus, including Thailand,
Japan, Singapore, Australia, Malaysia, Canada, cEfaand the United States. For the
Philippines, the first confirmed case was annouraedanuary 30, 2020. Shortly thereafter, the
Philippine government issued its first border riegtms on foreign nationals with travel history
to China and its Special Administrative Regions RSA on February 2, 2020. The travel
restriction also prohibited all Filipinos from trgling to China and its SARs. Accordingly, PAL
had to cancel all flights to and from China and S#8Rs. At the time, PAL was operating
approximately 28 such flights per day.

On March 6, 2020, the Philippines announced neviircoed cases of the virus including
a possible case of local transmission. Followhgdrowing number of cases in the country and
the deadly global consequences of the virus, tivergonent placed the entire Philippines under
a state of public health emergency on March 8, 20dbree days later, the World Health
Organization declared the widespread outbreakeohttvel COVID-19 virus a global pandemic.

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

The impact of such restrictions, and COVID-19 gatlgron the demand for services in
the aviation industry was devastating and almostaimaneous. By April 1, 2020, IATA
estimated that customers living in countries witkiese travel restrictions accounted for 98% of
global passenger revenue and that more than 8 &#¥epger aircraft—two-thirds of the world’s
overall fleet—had been grounded as a result. ravel generally declined 41% in March 2020
from 2019 levels, and April 2020 saw a 60% decline.

Because of the pandemic and the correspondingl tresictions issued by the Filipino
government and foreign governments worldwide, thebtdr was compelled to halt all
commercial operations on March 17, 2020, resultndpe grounding of the Debtor’s entire fleet,
and the cancellation of approximately 19,000 scleetldomestic and international flights. PAL
lost approximately $2.0 billion in previously foested revenue for 2020 and refunds worth
approximately $370 million, with nearly zero forwabookings. Such developments have put
tremendous pressure on the Debtor’s liquidity pmsit But as the Filipino national carrier, PAL
had to continue operating, albeit at a loss, alsmahber of cargo and repatriation charters to
carry essential supplies and return stranded Rdpiand foreign nationals, including, stranded
U.S. citizens, home. The chart below shows theachpf COVID-19 on flight and passenger
traffic statistics over the course of 2020.
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Flight and Passenger Statistics Passenger Revenue
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Immediately following the outbreak of COVID-19, PAkesponded with cash-
conservation measures to stabilize the businesisidimg:

* 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 chargesthie Philippines while
successfully arranging credit extension terms wittical vendors;

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

* PAL eliminated almost all marketing and discretignaxpenses; and

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

PAL was also forced to reorganize its employee carsption and expense structure.
PAL reduced staffing levels to 8% of normal opernas, implemented a 15-day Leave Without
Pay (‘LWOP?") program for all employees every month since Af020 and instituted
executive pay cuts and salary negotiations. Mbaa 40% of all employees have been or are
currently on unpaid leave either through LWOP oloiugh since the inception of the COVID-19
crisis. Unfortunately, due to the prolonged impattCOVID-19, despite efforts to retain as
many of its furloughed employees as possible, PAH ho choice but to make the difficult
decision of further reducing its workforce in Jaryu2021. The January 2021 layoffs resulted in
the Debtor reducing its total workforce by over 30%

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

B. Prepetition Restructuring Efforts

15



21-11569-scc Doc 261 Filed 11/12/21 Entered 11/12/21 14:24:21 Main Document
Pg 25 of 134

Despite PAL’s liquidity-preserving measures, thel@nged impact of the COVID-19
crisis has undermined PAL’s ability to generatefisigint 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 leagesordingly, in the summer of 2020, the
Debtor retained Seabury Securities LLC in ordenetp develop a comprehensive recovery plan
and to negotiate its implementation with key stall@érs, and expanded the team to include
Norton Rose Fulbright US LLP, Norton Rose FulbrighP, and Debevoise & Plimpton LLP as
the process evolved. In connection with thesentietes, the Debtor paid various retainers,
including amounts held in escrow accounts and otbenk accounts in the Borough of
Manhattan, New York.

Among other matters, the recovery plan provides rf@aningful contraction of the
Debtor’s existing network and fleet, consistenthwihe current and projected post-pandemic
demand, and material reductions to PAL’s aircraftnership costs, in line with the evolved
economic landscape. PAL and its advisors concliukdadthese fundamental changes, necessary
for PAL to weather the pandemic and compete effelstifor the benefit of employees, creditors
and other key stakeholders, were best achieveldeirtantext of the Chapter 11 Case. And the
Debtor was determined to reach a consensual r@sohith the Supporting Creditors prior to
filing. Therefore, the PAL team spent many morgresenting the plan to, and negotiating with,
key stakeholders, and PAL secured the addition@D$hillion of Bridge Loans from Buona
Sorte, its ultimate shareholder and one of its DéRders, to ensure that it had sufficient time
with which to reach agreements with such partiddese Bridge Loans were necessary to
provide the Debtor with additional liquidity to cpiete the comprehensive, multi-prong
negotiations with the Debtor’s primary stakeholdéeg culminated in the Restructuring Support
Agreements.

With the Bridge Loans in place, the Debtor commente Chapter 11 Case and expects
that the Plan will be the culmination of these mgduring efforts and enable the Debtor to
emerge from bankruptcy a strengthened airlinenmee 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 Restiring Support Agreements with the
Supporting Creditors, which contemplate the cortiilan of the Debtor's business by
streamlining ongoing operations and reorganizirgpetition obligations. The agreements under
the Restructuring Support Agreements and the impteation of the Plan are aimed at ensuring
PAL’s long-term survival as a leaner and more effic airline. As of the date of this Disclosure
Statement, the Debtor has entered into Restrugt@upport Agreements with creditors holding
over 90% of the claims in the Voting Class.

PAL plans to take a number of measures to optintizaetwork in connection with the
Restructuring Support Agreements and the Plan. pdricular, PAL will exit unprofitable
markets and continue to fly only those routes thed, or can be made, profitable, while
reintroducing capacity in line with evolving demand PAL will also selectively increase
regional capacity in targeted growth markets. ding so, PAL will strengthen its Manila hub
and strategically redeploy capacity to more prbféadestinations as demand returns. PAL will
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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 éesplly 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, U Strategy: Grow capacity in short
consolidate domestic capacity from haul regional routes — especially
CRK to MNL due to market demand growth markets (China)

O Leverage MNL, which is the most O Regional markets are typically
profitable flying in the network high -growth and strong

O Increase MNL capacity to performers
pressure competition O In short term, match capacity to

O Protect MNL slots as international demand, and in medium term, look
capacity is rationalized (possibly for growth
with turboprops) O Continuously monitor for growth

Q Menitor for future return to CRK ifa opportunities and new routes
positive business case justifies Q Utilize lower-risk NB to add 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
O 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
O West Coast routes can also provide | short term and achieve positive
service to East Coast ; . contribution (with direct and indirect
O New codeshare (AA) and interline . costs), then maintain
relationships would support strategy

From a financial perspective, the key elementshef testructuring, the Restructuring
Support Agreements, and the Plan include initiatitee 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 obligatiomscluding aircraft as well as non-aircraft
obligations), and restructuring of PAL's OEM and RIRommitments.

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 compositiotine with the expected demands and new
network. The Debtor will return 21 surplus air¢riaf lessors and lenders and implement power-
by-the-hour (PBH”) structures on retained aircraft that are undeerating leaset? In the
aggregate, the Plan allows the Debtor to reduet dapacity by approximately 23%.

As stated previously, the Debtor has already aekie?©07 million in liquidity benefits
since the onset of the pandemic through varioweggic fundraisings and liquidity management
measures.

Furthermore, because fleet obligations comprise igmifeant portion of PAL’s
obligations, the Debtor engaged in negotiation$alt of its lessors to reject, renegotiate and/or
assume as amended its aircraft leases in ordevi@alize the size and makeup of its fleet. Such

10 Ppower by the hour contracts are a form of opegatase wherein the lessor retains ownership efitraft

and the Debtor can use the aircraft on a fixeddsasis based on the amount of hours the aircraft.us
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negotiations resulted in approximately $2.1 billion long-term savings from the Debtor’s

aircraft lenders and lessors pursuant to the Rasiting Support Agreements. In particular, the
Debtor has negotiated a $1.8 billion reductionperating lease payments (of which $1.2 billion
is due to returned aircraft and approximately $60ion due to retained aircraft at lower rates)
and $250 million due to a reduction in unsecuretklzebt.

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

The Restructuring Support Agreements and the Chajpt€ase are also dependent upon
the DIP Facility being provided by two of the Detocontrolling parent companies, Buona
Sorte and PAL Holdings, which was the result ofeatensive prepetition marketing process to
obtain the most favorable terms. In particulag Bebtor negotiated a $505 million DIP loan
(the ‘DIP Facility”) from the DIP Lenders that, upon emergence and @&sult of the Debtor’s
election to exercise the Tranche A Conversion @pé&ad Tranche B Conversion Option, will
convert into long-term equity and unsecured deldricing for the duration of its original term
(i.e. 63 months after the Petition Date), at trextdn of, and on terms favorable to, PAL. The
DIP Facility consists of a (i) $250 million Tranckefacility that is secured by certain of the
Debtor’s unencumbered assets (primarily the Debtdrequent flier program and certain
aircraft) and (i) $255 million Tranche B facilitthat is secured by a junior interest in the
Tranche A facility collateral. Each of the transhef the DIP Facility benefits from super-
priority administrative claim priority in the Chagt1l Case. The DIP Facility provides the
Debtor with sufficient working capital and liquigliluring its Chapter 11 Case, and enables the
Debtor to have a suitable and efficient capital&tre upon emergence.

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

Overall, the Plan will bring PAL into sustained ptability. By the end of 2022, PAL
expects to exit its recovery phase as operatingyi@es generate more consistent positive
monthly cash flow. PAL expects an operating incah&220 million in 2022 and $364 million
in 2023. Based on the projections and availabla,dBBITDAR margins are expected to
improve from 2% in 2020 to 7% in 2021 and by as Imas 27% in 2025.

To consummate the restructuring transactions seh fim the Restructuring Support
Agreements and the Plan and emerge from chapteais Ekpeditiously as possible, the Debtor
and its stakeholders invested significant resourtehieving consensus prepetition, including
negotiating and taking steps to implement the Resiring Support Agreements prior to the
Petition Date. Importantly, the Restructuring SappAgreements and Plan are designed to
ensure that the restructuring will have minimaketé on the Debtor’s business operations and
to ensure there is a clear and efficient path tergemce.
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ARTICLE IV.

COMMENCEMENT OF THE CHAPTER 11 CASE

In accordance with the Restructuring Support Ageas) 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, atwime the Debtor was afforded the benefits,
and became subject to the limitations, of the Baptay Code.

The Debtor continues to operate its business irotdaary 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 tbkapter 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 w@afl, the Debtor filed a number of
motions with the Bankruptcy Court seeking reliesideed to, among other things, prevent
interruptions to the Debtor’s business, ease tf@nson the Debtor’s relationships with certain
essential constituents including employees, venagog customers, provide access to immediate
financing, and allow the Debtor to retain certaglvisors to assist it with the administration of
the Chapter 11 Case. At a hearing held on Septei2921, the Bankruptcy Court granted the
Debtor’s initial requests for relief, as discusbetbw.

1. Procedural Orders

To facilitate a smooth and efficient administratiminthe Chapter 11 Case and minimize
the impact to daily business operations, the Batksu Court entered certain “procedural”
orders by which the Bankruptcy Court (a) confirmitng Debtor may operate its business and
has the protections of the automatic stay underBaekruptcy Code [Docket No. 48], (b)
establishing procedures for notifying its creditofshe commencement of the chapter 11 case
[Docket No. 47], and (c) extending the time to 8lehedules, statements of financial affairs, and
Rule 2015.3 Financial Reports [Docket No. 64].

In addition to the aforementioned procedural oréetered during the Debtor’s first day
hearing on September 9, 2021, the Bankruptcy Caubsequently, at the Debtor's second day
hearing on September 30, 2021, entered two addltiprocedural orders (a) implementing
certain notice and case management procedures @Dodk. 124] and (b) establishing
procedures for interim compensation and reimburséraé 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, costo relations, revenue, and profits, while
seeking to facilitate the stabilization of its mess and effectuate a smooth transition as debtor
in possession, the Debtor sought and obtained $edehorizing it, on an interim basis, to:
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Maintain its existing cash management systems [Biollk. 52];

Continue prepetition insurance programs and payohligations in respect of
those prepetition insurance programs [Docket N§i. 61

Maintain customer programs and honor its prepetiibligations arising under or
relating to those customer programs [Docket No. 65]

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

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

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

Pay prepetition wages, salaries and other compensaeimbursable employee
expenses and employee medical and similar berbfiisket No. 49];

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

Pay certain prepetition taxes and fees [DocketG2¢.

Following the Bankruptcy Court’s interim approwlthe operational orders during the
hearing held on September 9, 2021, the BankruptaytCat a hearing on September 30, 2021,

entered Final

Orders approving such motions (dtheen the cash management motion, for which

a second interim order was entered). In additibe,Debtor sought and obtained at the hearing
on September 30, 2021 a final order prohibiting Drebtor’s utility providers from altering,
refusing, or discontinuing utility services andadishing 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 tsuga adequate access to liquidity during its
Chapter 11 Case. The Debtor’s primary sourceranicing during its Chapter 11 Case is the

DIP Facility.

The Debtor sought and obtained approval of delntgreissession financing (thé©IP
Facility”) provided by certain of its direct and indirecjuity 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 Aulti-draw 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,“theanche A DIP Loans’, and

together with related obligations incurred undex ffranche A DIP Facility, theTtanche A
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DIP Obligations”); and (ii) a Tranche B multi-draw term loan fatsil (the “Tranche B DIP

Facility”) in an aggregate principal amount of $255 milliiranche B DIP Commitment,”

and collectively the loans made thereunder, theariche B DIP Loans and together with
related obligations incurred under the Tranche BP [CHacility, the Tranche B DIP

Obligations”).

On September 10, 2021, the Bankruptcy Court entaneidterim order [Docket No. 58]
approving the DIP Facility on an interim basis authorizing the Debtor to incur $20 million of
the Tranche A DIP Facility in a single draw thereéen and on September 30, 2021, the
Bankruptcy Court entered a Final Order [Docket M23] approving the DIP Facility on a final
basis in the full amount of the DIP Commitments.s Af 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 unsecuegd financing, and (ii) the Tranche B DIP
Loans into equity of the reorganized Debtor, i lef repaying the DIP Facility in full on the
Effective Date (the Conversion Options). The Conversion Options were key components in
reaching agreement among those stakeholders thaedsion to the Restructuring Support
Agreements and agreed to receive distributionsoairaon equity in the reorganized Debtor in
exchange for certain of their prepetition clairdglditionally, exercising the Conversion Options
will preserve the Debtor’s liquidity options anduer the barriers to exiting chapter 11.

Accordingly, the Debtor has determined to exertiee Conversion Options pursuant to
the Plan. As set forth above, the Tranche A DI&liawill convert to unsecured debt maturing
approximately 5 years after the anticipated Effecdate, and the Tranche B DIP Facility will
convert into 79.5% of the New Common Stock of theoRanized Debtor, which, as
demonstrated by the Valuation Analysis attacheetbeas 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 hdidaing where it approved several
motions related to the Restructuring Support Agesaisn In particular, the Bankruptcy Court
entered orders approving the following motions:

e Motion to Assume and Perform Under the Restructurig Support
Agreements Pursuant to this order, the Bankruptcy Court appd 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 Debtoand Counterparties
Concerning Certain Aircraft and Engines Pursuant to this order, the
Bankruptcy Court approved numerous Usage Stipuiatwith certain Supporting
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Creditors which govern the Debtor’s use of cerancraft equipment during the
Chapter 11 Case and resolve any adequate protedaons of the applicable
Supporting Creditor [Docket No. 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 G&in Equipment
Leases Pursuant to this order, the Bankruptcy Court appd 19 stipulations
with certain Supporting Creditors that govern tb@sensual rejection of aircraft
leases and the return of the related aircraft eneig that are not needed for the
Debtor’s long term business plan [Docket No. 129].

* Motion to Seal Certain Portions of the Restructurirg Support Agreements In
light of the confidential and sensitive nature odrtain provisions in the
Restructuring Support Agreements, the Bankruptcyrtcentered an order
allowing the Debtor to file certain portion underatsand file redacted versions of
certain exhibits on the public docket [Docket N81]L

5. Foreign Recognition Proceedings

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

On October 5, 2021, the Philippine court, findihgttthe Debtor demonstrated an urgent
need to protect its assets, issued an order ggaptovisional relief to (i) stay the enforcement or
collection of any and all claims by creditors agaithe Debtor and (ii) suspend any proceeding
or action by creditors against the Debtor or itgperty. The provisional relief is effective until
the Philippine court reaches a final decision an phtition for foreign recognition, for which a
hearing was held on October 8, 2021. On October2R21, the Philippine court entered an
order (1) granting the petition for recognitiontbé Chapter 11 Case and (2) giving force and
effect to the Chapter 11 Case and any and all slathe Bankruptcy Court.

B. Debtor's Schedules and Statement of Financial Affes

On October 18, 2021, the Debtor filed its schedusassets and liabilities (the
“Schedule¥) [Docket No. 202] and statements of financialaa® (the Statements) [Docket
No. 203] detailing known claims against the Delatnd certain other disclosures required by the
Bankruptcy Rules.
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C. Retention of Professionals

During the course of its Chapter 11 Case, the Dadditained Bankruptcy Court approval
to retain Professionals to assist in carrying tautluties as debtor in possession and to represent
its interests in the Chapter 11 Case. Specificéitlg Bankruptcy Court entered orders granting
the Debtor’s applications seeking to retain théofeing professionals:

Debevoise & Plimpton LLP, as counsel [Docket No®O]21

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

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

e Seabury Securities LLC and Seabury Internationatp@ate Finance LLC
Group, as financial advisor and investment banRexcket No. 220].

In addition to these professionals, the Debtordiss retained additional professionals as
“ordinary course professionals” to advise them witispect 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 Omgiri@ourse 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 apgre a disclosure statement that contains
information of a kind, and in sufficient detail, fermit a hypothetical reasonable investor to
make an informed judgment regarding acceptancbheoplan of reorganization. The Bankruptcy
Court entered an order approving this Disclosuege®tent on November 12, 2021; [Docket No.
259] (the Disclosure Statement Ordet), as well as approving, among other things, K@ t
dates, procedures and forms applicable to the psoaksoliciting votes on and providing notice
of the Plan and certain vote tabulation procedu(is,establishing the deadline for filing
objections to the Plan and (iii) scheduling the f@aration Hearing. The Disclosure Statement
Order is attached hereto as Exhibit B.

ARTICLE V.

SUMMARY OF PLAN

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

23



21-11569-scc Doc 261 Filed 11/12/21 Entered 11/12/21 14:24:21 Main Document

Pg 33 of 134
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 C@i®IP Claim) agrees to less favorable
treatment, each holder of an Allowed Administratimgpense Claim (other than a Professional
Fee Claim or DIP Claim) shall receive, in full afdal 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 théeeafs is reasonably practicable, the later of
(a) the Effective Date, and (b) the first BusinBsg/ after the date that is 30 calendar days after
the date such Administrative Expense Claim becoamsAllowed Administrative Expense
Claim; provided that any Allowed Administrative Expense Claims resenting liabilities
incurred in the ordinary course of business by Dladtor shall be paid by the Debtor or the
Reorganized Debtor, as applicable, in the ordin@yrse of business, consistent with past
practice and in accordance with the terms and stibgethe conditions of any course of dealing
or agreements governing, instruments evidencing,ottrer documents relating to such
transactions.

Except as otherwise provided in the Plan, requéstspayment of Administrative
Expense Claims (other than DIP Claims, Professidie® Claims, and Administrative Claims
based on liabilities incurred by the Debtor frond after the Petition Date in the ordinary course
of its business) must be filed and served on therdg@amized Debtor on or before the date that is
45 days after the Effective Date. Holders of Adstimative Expense Claims that are required to,
but do not, file and serve a request for paymersuch Administrative Expense Claims by such
date shall be forever barred, estopped, and emidioen asserting such Administrative Expense
Claims against the Debtor or its property and sAdministrative Expense Claims shall be
deemed discharged as of the Effective Date. Qbjexto any Administrative Expense Claims
must be filed and served on counsel for the RedzgdrDebtor and the requesting party no later
than 21 calendar days after the filing of the fineduest for payment of the Administrative
Expense Claim (unless otherwise agreed by the paéking such Administrative Expense
Claim).

2. Professional Fee Claims

The Plan provides that all entities seeking an dwlay the Bankruptcy Court of
Professional Fee Claims shall file and serve omseufor the Reorganized Debtor, the U.S.
Trustee, and such other Entities who are desigriaggtie Bankruptcy Rules, the Confirmation
Order, or other order of the Bankruptcy Court, anbefore the date that is 45 days after the
Effective Date, their respective final applicatiofos allowance of compensation for services
rendered and reimbursement of expenses incurredl tine 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 théa 21 calendar days after the filing of the
final applications for compensation or reimbursem@mless otherwise agreed by the party
requesting compensation of a Professional Fee laim

24



21-11569-scc Doc 261 Filed 11/12/21 Entered 11/12/21 14:24:21 Main Document
Pg 34 of 134

Under the Plan, all Allowed Professional Fee Clashall be paid in full, in Cash, in
such amounts as are Allowed by the Bankruptcy Carupon the later of (i) the Effective
Date, and (ii) the date upon which an order regatmmany such Allowed Professional Fee Claim
is entered, in each case, as soon as reasonabljcplkde, or (b) upon such other terms as may
be mutually agreed upon between the holder of amcAllowed Professional Fee Claim and the
Debtor or the Reorganized Debtor, as applicablen o©about the Effective Date, holders of
Professional Fee Claims shall provide a reasonastienate of their unpaid Professional Fee
Claims incurred in rendering services to the Deluorits Estate as of the Effective Date;
provided that such estimate shall not be deemed to lireitatmount of the fees and expenses that
are the subject of the Professional’s request &ynpent of Professional Fee Claims. The Debtor
or the Reorganized Debtor shall either escrow @arsgely reserve for and segregate such
estimated amounts for the benefit of the holdershef Professional Fee Claims until the fee
applications related thereto are resolved by oodeéhe Bankruptcy Court or agreement of the
parties.

The Plan would authorize the Reorganized Debtopdg compensation for services
rendered or reimbursement of expenses incurred teEffective Date in the ordinary course
of business and without any further notice to aioac¢ order, or approval of the Bankruptcy
Court. Upon the Effective Date, any requiremerit tArofessionals comply with sections 327
through 331 and 1103 of the Bankruptcy Code oramaer of the Bankruptcy Court governing
the retention of, or compensation for services eead by, Professionals shall terminate, and the
Debtor and the Reorganized Debtor may employ orgmgyProfessional in the ordinary course
of business without any further notice to or actiorder, or approval of the Bankruptcy Court.

3. Priority Tax Claims

The Plan provides that, except to the extent thhblder of an Allowed Priority Tax
Claim agrees to a less favorable treatment, inandl final satisfaction, settlement, release, and
discharge of, and in exchange for, each AllowedrRyi 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 suchofved Priority Tax Claims after the Effective
Date in accordance with sections 511 and 1129(@)]9f the Bankruptcy Code. To the extent
any Allowed Priority Tax Claim is not due and owiag the Effective Date, such Claim shall be
paid in accordance with the terms of any agreernetween the Debtor and the holder of such
Claim, or as may be due and payable under appdicadwh-bankruptcy law, or in the ordinary
course of business.

4. DIP Claims

The Plan provides that all DIP Claims shall be A#al in the full amount due and owing
under the DIP Credit Facility Documents and the QRler and the DIP Claims shall not be
subject to any avoidance, reduction, setoff, reommt, recharacterization, subordination
(equitable, contractual or otherwise), countercladefense, disallowance, impairment, objection
or any challenges under applicable law or regufatio

(a) Treatment of DIP Tranche A Claims.
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In full and final satisfaction, settlement, releaged discharge of, and in exchange for,
each Allowed DIP Tranche A Claim, on the Effectidate in connection with the Debtor’s
election to exercise the Tranche A Conversion klagbursuant to Section 5.3 of the Plan, each
Allowed DIP Tranche A Claim shall be converted onashless basis to unsecured loans in an
amount equal to such DIP Tranche A Claim, whichegnsed loans shall be deemed outstanding
as of the Effective Date under the Unsecured EadtilFy.

(b) Treatment of DIP Tranche B Claims.

In full and final satisfaction, settlement, releaged discharge of, and in exchange for,
each Allowed DIP Tranche B Claim, on the Effectibate in connection with the Debtor’s
election to exercise the Tranche B Conversion ileqiursuant to Section 5.3 of the Plan, each
DIP Tranche B Lender who is a holder of an Allovi&é Tranche B Claim shall receive its pro
rata share of 79.5% of the New Common Stock issmel@ér the Plan.

(c) Treatment of DIP Reimbursement Claims.

The Plan provides that, except to the extent thailder of a DIP Reimbursement Claim
agrees to less favorable treatment of such Clairfyli and final satisfaction, settlement, release,
and discharge of each DIP Reimbursement Claimmedchange therefor, each Holder of a DIP
Reimbursement Claim shall receive payment in fulCash on the Effective Date or as soon as
reasonably practicable thereatfter.

5. United States Trustee's Fees

On or before the Effective Date, the Debtor shal all 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
Class for the purpose of receiving Distributionsgoant to the Plan only to the extent that such
Claim or Interest is an Allowed Claim or Allowedténest in that Class and such Allowed Claim
or Allowed Interest has not been satisfied, reldaseotherwise settled.

2. Summary of Classification of Claims and Interests

The following table designates the Classes of Qaagminst and Interests in the Debtor
and specifies which of those Classes are (a) Iregaor Unimpaired by the Plan, (b) entitled to
vote to accept or reject the Plan in accordanch setction 1126 of the Bankruptcy Code, and
(c) presumed to accept or deemed to reject the Pllaraccordance with section 1123(a)(1) of
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the Bankruptcy Code, Administrative Expense Clafmsluding DIP Claims) and Priority Tax
Claims have not been classified.

Class Designatior Treatment Entitled to Vote

1 Priority Nor-Tax Claim: Unimpairec No (Presumed to acce
2 OtherSecured Clairr Unimpairec No (Presumed to acce
3 General Unsecured Clail Impairec Yes

4 General Unsecured Trade Cla Unimpairec No (Presumed to acce
5 Employee Claim: Unimpairec No (Presumed to acce
6 Custome Claims Unimpaired No (Presumed to acce
7 Intercompany Clairr Unimpairec No (Presumed to acce
8 Existing Equity Interes Impairec No (Deemed to rejec

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 applicahleespect of any Unimpaired Claims,
including all rights in respect of legal and egbiéadefenses 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 seaii@mation of the Plan pursuant to
section 1129(b) of the Bankruptcy Code with respectany rejecting Class of Claims or
Interests. The Debtor reserves the right to mothigy/ Plan in accordance with Section 12.5 of
the Plan (subject to the Restructuring Support Agments) to the extent, if any, that
Confirmation pursuant to section 1129(b) of the IBaptcy Code requires modification,
including by (a) modifying the treatment applicabdea 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.

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 agreea tess favorable treatment of such Claim, in
full and final satisfaction, settlement, releasad alischarge of, and in exchange for, such
Allowed Priority Non-Tax Claim, at the option ofghDebtor or the Reorganized Debtor, as
applicable, (i) each such holder shall receive gaynm Cash in an amount equal to the Allowed
amount of such Claim, payable on the later of tHedive Date and the date that is 10 Business
Days after the date on which such Priority Non-Tdaim becomes an Allowed Priority Non-
Tax Claim, or as soon thereafter as is reasonailstipable, (ii) such holder’s Allowed Priority
Non-Tax Claim shall be Reinstated, or (iii) suchldeo shall receive such other treatment
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consistent with section 1129(a)(9) of the Bankrypgfode so as to render such holder’s Allowed
Priority Non-Tax Claim Unimpaired.

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

2. Other Secured Claims (Class 2)

(a) Classification: Class 2 consists of Other Secure@laims. To
the extent that Other Secured Claims are securadiffgyent Collateral or different interests in
the same Collateral, such Claims shall be treaseskparate subclasses of Class 2 for purposes
of voting to accept or reject the Plan and recgiiistributions 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 aischarge of, and in exchange for, such
Allowed Other Secured Claim, at the option of thebi®@r or the Reorganized Debtor, as
applicable, (i) each such holder shall receive paynm Cash in an amount equal to the Allowed
Amount of such Claim, payable on the later of tifiledive Date and the date that is 10 Business
Days after the date such Other Secured Claim besameillowed Claim, or as soon thereafter
as is reasonably practicable, (i) Reinstatemerguah holder’s Allowed Other Secured Claim,
or (iii) such other treatment sufficient to renderch holder’'s Allowed Other Secured Claim
Unimpaired. In the event that an Other SecureihCémainst the Debtor is treated under clause
(i) of Section 4.2(b) of the Plan, the Liens sesgrsuch Other Secured Claim shall be deemed
released immediately upon payment.

(©) Voting: Class 2 is Unimpaired, and the holders of Otheufet
Claims are conclusively presumed to have accepted’tan pursuant to section 1126(f) of the
Bankruptcy Code. Therefore, holders of Other Sst@laims are not entitled to vote to accept
or reject the Plan, and the votes of such holddiset 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 favotegdément 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 egehéor, such Claim, such holder will receive
its Pro Rata share of the Unsecured New Equitycalion. In connection with the Debtor’s
exercise of the Tranche A Conversion Option andTitache B Conversion Option pursuant to
Section 5.3 of the Plan, the DIP Lenders have agt@evaive and, thereby, receive no recovery
on account of their General Unsecured Claims ag#iesDebtor.

(©) Voting: Class 3 is Impaired, and the holders of General
Unsecured Claims are entitled to vote to accepgject the Plan.
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4, General Unsecured Trade Claims (Class 4)

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

(b)  Treatment: Except to the extent that a holder of a General
Unsecured Trade Claim agrees to a less favorab@ntent 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 Gerignslecured Trade Claim in the ordinary course
of business as if the Chapter 11 Case had neverd@eemenced, or (ii) such holder will receive
such other treatment so as to render such holddidsved General Unsecured Trade Claim
Unimpaired pursuant to section 1124 of the Bankaypfode, in each case subject to all
defenses or disputes the Debtor and the Reorgamedtior may have with respect to such
Claims, including as provided in Section 6.17 o flan;provided that, notwithstanding the
foregoing, the Allowed amount of General UnsecufFeatle Claims shall be subject to and shall
not exceed the limitations or maximum amounts peechiby the Bankruptcy Code, including
sections 502 or 503 of the Bankruptcy Code, teettient applicable.

(c) Voting: Class 4 is Unimpaired, and the holders of Allowed
General Unsecured Trade Claims are conclusivelgupned to have accepted the Plan pursuant
to section 1126(f) of the Bankruptcy Code. Therefdolders of Allowed General Unsecured
Trade Claims are not entitled to vote to acceptegact the Plan, and the votes of such holders
will not be solicited.

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 €llaim or has been paid before the Effective
Date, all Employee Claims shall be paid, adjustisputed, or settled, in the ordinary course of
business after the Effective Date.

(c) 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 Employe&irG$ are not entitled to vote to accept or
reject the Plan, and the votes of such holdersnaiilbe solicited.

6. Customer Claims (Class 6)
(@) 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 €llaim or has been paid before the Effective
Date, all Customer Claims shall be paid, adjustiéshuted, or settled, in the ordinary course of
business after the Effective Date in accordancé ity settlements or orders issued by the
applicable courts or regulatory authorities.
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() Voting: Class 6 is Unimpaired, and the holders of Customer
Claims are conclusively deemed to have acceptedPllne pursuant to section 1126(f) of the
Bankruptcy Code. Therefore, holders of Customein@ are not entitled to vote to accept or
reject the Plan, and the votes of such holdersnatilbe solicited.

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

(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 eliminatideach case to the extent determined by the
Debtor or the Reorganized Debtor, as applicablgjestito the Restructuring Transactions.

(c) Voting: Class 7 is Unimpaired, and the holders of Intercamyp
Claims are conclusively deemed to have acceptedPllne pursuant to section 1126(f) of the
Bankruptcy Code. Therefore, holders of Interconyp@taims are not entitled to vote to accept
or reject the Plan, and the votes of such holddisat be solicited.

8. Existing Equity Interests (Class 8)
(@) Classification: Class 8 consists of Existing Equjtinterests.

(b)  Treatment: Holders of Existing Equity Interests shall not rigee
any property under the Plan on account of suchtiggig€quity Interests.On the Effective Date,
or as soon as practicable thereafter in accordasitteapplicable non-bankruptcy law, Holders
of Existing Equity Interests shall have their Exigt Equity Interests diluted to 0.001% of the
number and value of such Interests as of the Getdate .

(c) Voting: Class 8 is Impaired, and the holders of Existingiigq
Interests are conclusively deemed to have rejettted”lan pursuant to section 1126(g) of the
Bankruptcy Code on account of receiving a nominstrithution. Therefore, holders of Existing
Equity Interests are not entitled to vote to acaepteject the Plan, and the votes of such holders
of Existing Equity Interests will not be solicited.

D. Means for Implementation
1. Compromise of Controversies

Pursuant to section 1123(b)(3)(A) of the BankrupBnde 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 eftthe Confirmation Order shall constitute
the Bankruptcy Court’s approval of such compromasel settlement under Bankruptcy Rule
9019, and the Bankruptcy Court’s findings shall stdote its determination that such
compromises and settlements are within the rangeasionableness, in the best interests of the
Debtor, its estate, its creditors, and other psuiteinterest, and fair and equitable. Each
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provision of the Plan constitutes a part of thistiement 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 Cordtiam Order, all Cash required for the
payments to be made hereunder shall be obtained the Debtor's and the Reorganized
Debtor’s operations and cash balances and the &bE&ixit Facility.

3. Exercise of the Equity Conversion Elections.

Pursuant to the Plan, the Debtor elects, in ite siidcretion, to exercise the Tranche A
Conversion Election and the Tranche B Conversiarctifin. The Debtor’s election shall take
effect on the Effective Date of the Plan, and slalhstitute notice to the DIP Lenders as
required by sections 1.8 and 1.9 of the DIP CrAditement and no other or further notice shall
be required.

4. Restructuring Expenses

To the extent not otherwise paid and notwithstagpdamy 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, asicgye, shall promptly pay outstanding and
invoiced Restructuring Expenses on the EffectiveteDgrovided that such Restructuring
Expenses shall be paid in accordance with the tefntee Restructuring Support Agreements
without the requirement for the filing of retenti@pplications, fee applications, or any other
applications in the Chapter 11 Case, and without esquirement for further notice or
Bankruptcy Court review or approval.

5. Continued Corporate Existence; Corporate Action.

(@) Except as otherwise provided in the Plan or anyeagent,
instrument, or other document incorporated in tlenr the Plan Supplement (including the
Restructuring Transactions), on the Effective Dé#te, Debtor shall continue to exist after the
Effective Date as a separate corporation with lal 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 (oheaat analogous formation documents) in effect
before the Effective Date, except to the extenhstertificate of incorporation or bylaws (or
other analogous formation documents) is amendethdylan or otherwise, and to the extent
any such document is amended, such document isedetirbe 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 fordagv).

(b) On the Effective Date, the Reorganized Debtor dhtha holders
of the New Common Stock shall be deemed to begsatti the New Stockholders’ Agreement,
substantially in the form contained in the Plan [Bement, without the need for execution by
any such holder. The New Stockholders’ Agreeméatl e binding on all parties receiving,
and all holders of, New Common Stock.
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() On the Effective Date, entry of the Confirmationdér shall
establish conclusive corporate and other authaeitgemonstrate all actions contemplated by
the Plan to be deemed authorized and approved dyBtnkruptcy Court in all respects,
including, as applicable: (i) the adoption andfdng of the Amended Organizational
Documents and the New Stockholders’ Agreement (tiagerial terms of which shall be
satisfactory in form and substance to the DIP TmanB Lenders); (ii) the selection of the
directors, managers, and officers for the Reorgah2ebtor, including the appointment of the
New Board; (iii) the authorization, issuance, amstribution of New Common Stock and the
shares of New Common Stock; (iv) the rejectiosuasgption, or assumption and assignment, as
applicable, of executory contracts and unexpiregds; (v) the entry into the Exit Facilities and
the execution, delivery, and filing of the Exit MHa&g Documents, as applicable;
(vi) implementation of the Restructuring Transaasipand (vii) all other actions contemplated
by the Plan (whether to occur before, on, or afterEffective Date). Upon the Effective Date,
all matters provided for in the Plan involving tharporate structure of Reorganized Debtor, and
any corporate action required by the Debtor oratteer Reorganized Debtor in connection with
the Plan shall be deemed to have occurred and Iskah effect, without any requirement of
further action by the security holders, directarsofficers of the Debtor or Reorganized Debtor.
On or (as applicable) before the Effective Date, dippropriate officers of the Debtor, or the
Reorganized Debtor shall be authorized and (ascayb¢) directed to issue, execute, and deliver
the agreements, documents, securities, and insttsncentemplated by the Plan (or necessary
or desirable to effectuate the Restructuring Treti®as) in the name of and on behalf of the
Reorganized Debtor, including the Exit Facility Diowents and any and all other agreements,
documents, and instruments relating to the foregdim the extent not previously authorized by
the Bankruptcy Court. The authorizations and aygisocontemplated by the Plan shall be
effective notwithstanding any requirements under-bankruptcy law.

6. Exit Facilities

(a) On or after the Effective Date, in accordance wathg subject to,
the terms and conditions of the Secured Exit Rgdilocuments, the Reorganized Debtor will be
authorized, but not directed, to enter into theusedt Exit Facility without the need for any
further corporate action and without further actmnthe holders of Claims or Interests. The
proceeds of the Secured Exit Facility if executhdllsbe used to (i) fund other Distributions,
costs, and expenses contemplated by the Plan anflid general working capital and for
general corporate purposes of the Reorganized Dahteach case subject to the terms of the
Secured Exit Facility Documents.

(b)  The Confirmation Order shall constitute approval tbé Exit
Facilities (including the transactions contemplatédreby and all payments contemplated
thereunder, and all actions to be taken, undergakio be made, and obligations to be incurred
and fees paid by the Reorganized Debtor in cormedtierewith), and authorization for the
Reorganized Debtor to enter into and perform umlerExit Facility Documents and such other
documents and make such payment and any other paymeonnection therewith as may be
required or appropriate. Without limiting the fgoeng, the Reorganized Debtor shall pay, as
and when due, all fees, expenses, losses, damades)nities and other amounts, including any
applicable refinancing premiums and applicable f2a, provided under the DIP Credit Facility

32



21-11569-scc Doc 261 Filed 11/12/21 Entered 11/12/21 14:24:21 Main Document
Pg 42 of 134

Documents related to the DIP Credit Facility andior Exit Facilities Documents relating to
such Exit Facilities.

() If the Reorganized Debtor elects to proceed with Slecured Exit

Facility Documents, which shall be substantially the terms and conditions set forth in the
Restructuring Term Sheet, all Liens and securitgrests granted pursuant to the Exit Facility
Documents shall be (i) valid, binding, perfecteald &nforceable Liens and security interests in
the personal and real property described in angesubo such document, with the priorities
established in respect thereof under applicablebakruptcy law, (ii) granted in good faith and
deemed not to constitute a fraudulent conveyandeaadulent transfer, and (iii) not otherwise
subject to avoidance, recharacterization, or subatidn under any applicable law. Each of the
Debtor, the Reorganized Debtor, and the Entities)tgd such Liens and security interests are
authorized to make all filings and recordings, @odobtain all governmental approvals and
consents necessary to establish, attach, and perfek Liens and security interests under any
applicable law, and shall thereafter cooperate @kamall other filings and recordings that
otherwise would be necessary under applicable tagite notice of such Liens and security
interests to third parties.

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

7. Authorization and Issuance of New Common Stock

(a) As of the Effective Date, all existing intereststime 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 Delde 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 owitthe need for any further corporate or
shareholder action. Upon the issuance of the Nemr@on Stock, the par value and amount of
the Existing Equity Interests shall be then inceglago align with the par value of the New
Common Stock, resulting in such Existing Equityehetsts having only nominal economic value.

(b)  All of the New Common Stock issuable under the Planen so
issued, shall be duly authorized, validly issuedlyfpaid, and non-assessable, and the holders of
New Common Stock shall be deemed to have accepgedetms of the New Stockholders’
Agreement (solely in their capacity as shareholaddérReorganized Debtor) and to be parties
thereto without further action or signature. TheaNStockholders’ Agreement shall be effective
as of the Effective Date and, as of such date,l df@ldeemed to be valid, binding, and
enforceable in accordance with its terms, and éadder of New Common Stock shall be bound
thereby.

(©) 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 (ii) the Reorganized Dedftall not be a reporting company under the
Exchange Act. Except as provided in the Plan er@onfirmation Order, the New Common
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Stock to be distributed under the Plan shall baedsin the names of such holders or their
nominees in accordance with the Debtor’s stockteantsfer book-entry procedures.

8. Exemption from Registration

(a) The offer, issuance, and distribution of the Newnm@wmn Stock
hereunder shall be exempt, pursuant to section bi14be Bankruptcy Code, if applicable, or
other available exemptions without further act ctican by any Entity, from registration under
(i) the Securities Act of 1933, as amended, anduddls and regulations promulgated thereunder,
and (ii) any state or local law requiring registatfor the offer, issuance, or distribution of
Securities.

(b)  The New Common Stock shall be issued without regfisih under
the Securities Act or any similar federal, statéooal law in reliance on available exemptions or
section 1145(a) of the Bankruptcy Code and, if @pple, shall be freely tradable by the
recipients thereof, subject to: (i) the provisiafssection 1145(b)(1) of the Bankruptcy Code
relating to the definition of an underwriter in 8en 2(a)(11) of the Securities Act of 1933;
(i) compliance with any rules and regulations loé tSecurities and Exchange Commission, if
any, applicable at the time of any future transfesuch securities or instruments; and (iii) any
applicable regulatory approval.

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

9. Cancellation of Existing Securities and Agreements

(@) Except for the purpose of evidencing a right toistribution under
the Plan and except as otherwise set forth in tla@, Ancluding with respect to executory
contracts or unexpired leases that shall be assloyetie Debtor, on the Effective Date, all
agreements, instruments, and other documents @udeany Claims or any Interest (other than
Intercompany Claims that are not modified by thenPland any rights of any holder in respect
thereof shall be deemed cancelled, discharged,oameb force or effect solely as against the
Debtor and the obligations of the Debtor thereursthatl be deemed fully satisfied, released, and
discharged.

(b) Notwithstanding the foregoing, any provision in aggcument,
instrument, lease, or other agreement that causesffectuates, or purports to cause or
effectuate, a default, termination, waiver, or otfegfeiture of, or by, the Debtor of its intergsts
as a result of the cancellations, terminationgsfeation, releases, or discharges provided for in
Section 5.9 of the Plan shall be deemed null and emd shall be of no force and effect.
Nothing contained in the Plan shall be deemed twealaterminate, release, or discharge the
obligation of the Debtor or any of its counterpastunder any executory contract or unexpired
lease to the extent such executory contract orpirexk lease has been assumed by the Debtor
pursuant to a Final Order of the Bankruptcy Coutirmder the Plan.
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10. Officers and Board of Directors

(a) On the Effective Date, the New Board shall consfstt least five
directors in total to be designated by the DIP ThenB Lenders in a manner to be determined
consistent with the Restructuring Term Sheet. T® ektent then known and determined, the
identities of the members of the board of directmrsnanagers of the Reorganized Debtor, as
applicable, and, to the extent applicable, thecef8 of the Reorganized Debtor, shall be
disclosed at or prior to the Confirmation Hearimgaccordance 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 fle elected and serve pursuant to the
terms of the applicable Amended Organizational Daents of the Reorganized Debtor and may
be replaced or removed in accordance with such Aed®rganizational Documents.

(c) Except to the extent that a director, manager, focev of the
Debtor continues to serve in such capacity on fifecive Date, the Persons and Entities acting
as authorized persons, directors, managers, aedfiof the Debtor prior to the Effective Date,
as the case may be, shall have no further authaolutyes, responsibilities, or obligations relating
to or arising from operating the Debtor or the Gbhafdl Case, and shall be deemed to have
resigned from all of their respective positionshatite Debtor on the Effective Date without any
further action required on the part of the Debtoswuch Persons or Entities.

11. Restructuring Transactions

(a) On or as soon as practicable after the EffectivdeDahe
Reorganized Debtor shall take such actions as reagrtbecome 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 documents af@neconsolidation, restructuring, financing,
conversion, disposition, transfer, dissolution liquidation containing terms that are consistent
with the terms of the Plan and that satisfy theliegple requirements of applicable law and any
other terms to which the applicable Entities matedwrine, (ii) the execution and delivery of
appropriate instruments of transfer, assignmesyraption, or delegation of any asset, property,
right, liability, debt, or obligation on terms castent with the terms of the Plan and having other
terms to which the applicable parties agree, @i filing of appropriate certificates or articles
incorporation, formation, reincorporation, mergesnsolidation, conversion, or dissolution, the
Amended Organizational Documents, (iv) the issuarfdbe New Common Stock, all of which
shall be authorized and approved in all respectgaoh case without further action being
required under applicable law, regulation, order, rale, (v) all other actions that the
Reorganized Debtor determines to be necessarypyopyate, including (A) making filings or
recordings that may be required by applicable laubject, in each case, to the Amended
Organizational Documents, and (B) such other tretimas that may be required or necessary to
effectuate any of the Restructuring Transactiongshs most tax-efficient manner, including
mergers, consolidations, restructurings, convessiodispositions, transfers, formations,
organizations, dissolutions, or liquidations; (thg execution, delivery, and filing, if applicable,
of the Exit Facility Documents, the Amended Orgatianal Documents, the New Stockholders’
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Agreement; and (vii) all other actions that the Renized Debtor determines to be necessary or
appropriate, including making filings or recordirthat 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 managethe Reorganized Debtor shall be)
authorized and directed to issue, execute, delifiler, or record such contracts, securities,
instruments, releases, indentures, and other agrdenor documents and take such actions as
may be necessary or appropriate to effectuate,eimght, and further evidence the terms and
conditions of the Plan and any Restructuring Treiga (including the New Common Stock) in
the name of and on behalf of the Reorganized Delatibrof which shall be authorized and
approved in all respects, in each case, without nibéed for any approvals, authorization,
consents, or any further action required underiegiple law, regulation, order, or rule (including
any action by the shareholders or directors or garsaof the Debtor or the Reorganized Debtor)
except for those expressly required pursuant tétae.

(c) On the Effective Date, or as soon thereafter ase@&sonably
practicable, the Reorganized Debtor’s certificatenoorporation, bylaws, and other formation
and constituent documents shall be amended as mayduired to be consistent with the
provisions of the Plan, the New Stockholders’ Agneat, and the Exit Facility Documents, as
applicable, and the Bankruptcy Code. The Amendeghfizational 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 toakeent required by section 1123(a)(6) of the
Bankruptcy Code, include a provision prohibiting tissuance of non-voting equity securities.
After the Effective Date, the Reorganized Debtorynamend and restate its certificate of
incorporation and other formation and constituentuwinents as permitted by the laws of its
respective jurisdiction of formation and the terofsthe Amended Organizational Documents
and the New Stockholders’ Agreement.

(d)  All matters involving the corporate structure oétbBebtor or the
Reorganized Debtor, to the extent applicable, graporate or related action required by the
Debtor or the Reorganized Debtor in connectionwiheshall be deemed to have occurred and
shall be in effect, without any requirement of lhett action by the shareholders, members, or
directors or managers of the Debtor or the ReorganDebtor, and with like effect as though
such action had been taken unanimously by the Bbllers, members, directors, managers, or
officers, as applicable, of the Debtor or the Raarzed Debtor.

12. Cancellation of Liens

Except as otherwise specifically provided in tharPlthe Exit Facility Documents
(including in connection with any express writtememdment of any mortgage, deed of trust,
Lien, pledge, or other security interest under Ex& Facility Documents), or in any contract,
instrument, release, or other agreement or docuroesdted 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 fullGash, shall be deemed released and discharged,
and the holder of such Other Secured Claim shalaltborized and directed to release any
Collateral or other property of the Debtor (inclugliany Cash collateral) held by such holder and
to take such actions as may be requested by theg&eped Debtor to evidence the release or
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discharge of such Lien, including the executiorivéey and filing or recording of such releases
or discharges as may be requested by the ReordaDeletor, and the Reorganized Debtor and
its designees shall be authorized to file UCC-3nteation statements and other release or
discharge documentation (to the extent applicakléh respect thereto. The filing of the
Confirmation Order with any federal, state, prowawhcor local agency or department shall
constitute good and sufficient evidence of, butllshat be required to effect, the termination of
such Liens.

13. Employee Matters

Except as otherwise provided in the Plan Supplement the Effective Date, all
employee compensation plans, Benefit Plans, emmoyrmagreements, severance agreements,
offer letters, or award letters to which the Debsoa party with respect to employees employed
as of the Effective Date (collectively, thErhployee Arrangement$) shall be neither assumed
nor rejected. Rather, the Employee ArrangementsthadDebtor’'s benefits and obligations
thereunder shall be deemed to “ride through” thap@dér 11 Case unaffected by the Chapter 11
Case and shall remain as benefits and obligatibtiseoReorganized Debtor after the Effective
Date. Notwithstanding anything contrary in the Eoyele Arrangements, the consummation of
the Plan shall not be treated as a change in doatrahange of control or other similar
transaction under the Employee Arrangements.

All other employment, confidentiality, training, m@ompetition agreements, vacation,
holiday pay, retirement, supplemental retirementemnity, executive retirement, pension,
deferred compensation, medical, dental, visior, #hd disability insurance, flexible spending
account, and other health and welfare benefit plaregrams, agreements and arrangements, and
all other wage, compensation, employee expensétegament, and other benefit obligations to
employees employed as of the Effective Date arenddeto be, and shall be treated as,
Executory Contracts under the Plan and, on theci¥fe Date, shall be deemed assumed
pursuant to sections 365 and 1123 of the Bankruptoye. From and after the Effective Date,
the Reorganized Debtor shall be authorized to cpmyth all applicable laws regarding
compensation obligations to employees employed Hged=ffective Date.

14.  Post-Emergence Exchange Offer

The Reorganized Debtor shall launch a mandatoryhange process of converting the
New Common Stock into Parent Interests, within 18nths of the Effective DateThe
applicable conversion percentage ratio of equitglldhe based on an independent third-party
valuation by a valuation expert accredited by thdigpines Stock Exchange (PSE) and the
Securities and Exchange Commission (SEC). Any quu$t-emergence conversion shall be
subject to applicable approvals, including by ti&EPthe SEC of the Philippines, the Bureau of
Internal Revenue with respect to the certificat¢hanzing registration (CAR) of the New
Common Stock to the Parent, the submission of eiapauditor’s report on the two companies
acceptable to the SEC and PSE, and applicable baaddshareholder approvals. For the
avoidance of doubt, nothing in the Plan is meanmjoact or modify the Parent Interests, which
shall remain outstanding and unchanged until th&-pmergence exchange offer contemplated
by Section 5.14 of the Plan.
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15. Securitization Facilities

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

16. Implementation of Amendment Agreements

On the Effective Date, and in accordance with thetRicturing Support Agreements, the
Amendment Agreements, including any schedules, xaseand exhibits thereto, shall be
assumed and binding on the Reorganized Debtorrendpplicable Supporting Creditors.

17. Release of Avoidance Actions

On the Effective Date, the Debtor, on behalf odlitand its Estate, shall release any and
all Avoidance Actions and the Debtor and the Reoiggd Debtor, and any of their successors or
assigns, and any Entity acting on behalf of thetBrebr the Reorganized Debtor, shall be
deemed to have waived the right to pursue any ddraidance Actions, except for Avoidance
Actions brought as counterclaims or defenses imslasserted against the Debtor.

18.  Closing of Chapter 11 Case

After the Estate has been fully administered, teerBanized Debtor shall seek authority
from the Bankruptcy Court to close the Chapter HkeCin accordance with the Bankruptcy
Code and Bankruptcy Rules.

19. Notice of Effective Date

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

E. Distributions
1. Distributions Generally

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

2. Distribution Record Date

As of the close of business on the Effective D#te various lists of holders of Claims or
Interests in each Class, as maintained by the Deatiis respective agents, shall be deemed
closed, and there shall be no further changes enrécord holders of any of the Claims or
Interests. The Debtor or the Reorganized Debtail $tave no obligation to recognize any
transfer of the Claims or Interests occurring onafter the Effective Date. In addition, with
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respect to payment of any Cure Amounts or dispotes any Cure Amounts, neither the Debtor
nor the Disbursing Agent shall have any obligatimmecognize or deal with any party other than
the non-Debtor party to the applicable executomtiaxt or unexpired lease as of the Effective
Date, even if such non-Debtor party has sold, assigor otherwise transferred its Claim for a
Cure Amount.

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 provisioriss@neral Unsecured Trade Claims in Section
4.4 of the Plan)provided that the Reorganized Debtor may implement peridigtribution
dates to the extent it determines them to be apjatep

4. Disbursing Agent

All Distributions under the Plan shall be made bg 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 lbe required to give any bond or surety or
other security for the performance of its dutiesd all reasonable and documented fees and
expenses incurred by such Disbursing Agent direetligted to Distributions hereunder shall be
reimbursed by the Reorganized Debtor. The ReazgdnDebtor shall use all commercially
reasonable efforts to provide the Disbursing Ag&nbther than the Reorganized Debtor) with
the amounts of Claims and the identities and addsesf holders of Claims, in each case, as set
forth in the Debtor’s or the Reorganized Debtor®ks and records. The Reorganized Debtor
shall cooperate in good faith with the applicablsldrsing Agent (if other than the Reorganized
Debtor) to comply with the reporting and withholglirequirements outlined in Section 6.18 of
the Plan. The DIP Agent will be considered theviger for DIP Claims other than DIP
Reimbursement Claims.

5. Rights and Powers of Disbursing Agent

(@) From and after the Effective Date, the Disbursirgp#it, 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 compejansdiction. No holder of a Claim or
Interest or other party in interest shall have arspe any claim or Cause of Action against the
Disbursing Agent, solely in its capacity as DislngsAgent, for making payments in accordance
with the Plan or for implementing provisions of th&an, except for actions or omissions to act
arising out of the gross negligence or willful nmeduct, fraud, malpractice, criminal conduct, or
ultra vires acts of such Disbursing Agent.

(b)  The Disbursing Agent shall be empowered to (i)ctfil actions
and execute all agreements, instruments, and oiheuments necessary to perform its duties
hereunder, (ii) make all Distributions contemplatenteby, and (iii) exercise such other powers
as may be vested in the Disbursing Agent by orfldmeoBankruptcy Court, pursuant to the Plan,
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or as deemed by the Disbursing Agent to be necessat proper to implement the provisions
hereof.

6. Expenses of Disbursing Agent

Except as otherwise ordered by the Bankruptcy Cauny reasonable and documented
fees and expenses incurred by the Disbursing Ageting in such capacity (including
reasonable documented attorneys’ fees and expemses)after the Effective Date shall be paid
in Cash by the Reorganized Debtor in the ordinaty e 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 Dateyvided that, if interest is payable pursuant to
Section 6.7 of the Plan, interest shall accrudhatféderal judgment rate pursuant to 28 U.S.C.
8 1961 on a non-compounded basis from the datelihgation underlying the Claim becomes
due and is not timely paid through the date of patym

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 evbhat 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 sublelder’s then-current address, at which time
all currently due, missed Distributions shall bedeao such holder as soon as reasonably
practicable thereafter without interegstovided, however, such distributions or payments shall be
deemed unclaimed property under section 347(bhefBankruptcy Code at the expiration of
180 days from the date of the attempted DistrilbutidNothing in the Plan shall require the
Disbursing Agent to attempt to locate holders ofleliverable Distributions and, if located,
assist such holders in complying with Section @fithe Plan.

9. Distributions after Effective Date

Distributions made after the Effective Date to leo&dof 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 Distriturts shall remain in the possession of
the Reorganized Debtor until such time as a Digtidm becomes deliverable or the holder
accepts Distribution, or such Distribution revdrtsk to the Reorganized Debtor, and shall not
be supplemented with any interest, dividends, bemoaccruals 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 shaliere to the Reorganized Debtor, and the Claim
of any other holder to such property or interespioperty shall be discharged and forever
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barred. The Reorganized Debtor and the Disburagent shall have no obligation to attempt to
locate any holder of an Allowed Claim other thanrbyiewing 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 respedilioived Claims shall be null and
void if not negotiated within 180 days after theedaf issuance thereof. Thereafter, the amount
represented by such voided check shall irrevocedlert to the Reorganized Debtor, and any
Claim in respect of such voided check shall behdisged and forever barred, notwithstanding
any federal or state escheat laws to the contrRgguests for re-issuance of any check shall be
made to the Disbursing Agent by the holder of tHiewed Claim to whom such check was
originally issued.

12. Manner of Payment under the Plan

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

13. Satisfaction of Claims

Except as otherwise specifically provided in tharRlany Distributions and deliveries to
be made on account of Allowed Claims under the Blteall be in complete and final satisfaction,
settlement, and discharge of and exchange for Allaved 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 Stole&n the number of shares of New
Common Stock to be issued in respect of such Digiian shall be calculated to one decimal
place and rounded up or down to the closest whwees(with a half share or greater rounded up
and less than a half share rounded down). Thérotaber of shares of New Common Stock to
be distributed in connection with the Plan shall dujusted as necessary to account for the
rounding provided for in Section 6.14 of the Pla¥io consideration shall be provided in lieu of
fractional shares that are rounded down. NeitherReorganized Debtor nor the Disbursing
Agent shall have any obligation to make a Distitnutthat 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 s Claim;provided that if any Distribution
is not made pursuant to Section 6.15 of the Plaoh Distribution shall be added to any
subsequent Distribution to be made on behalf ohthider’s Allowed Claim.
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16. Maximum Distributions and Rights of Reimbursement

(@) In no event shall a holder of an Allowed Claim reee
Distributions under the Plan in excess of the Aovamount of such Claim, except to the extent
postpetition interest is permitted by Section &.the Plan.

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

17. Setoffs

Except as otherwise expressly provided for in tlaethe Reorganized Debtor, pursuant
to the Bankruptcy Code (including section 553 oé tBankruptcy Code), applicable non-
bankruptcy law, or as may be agreed to by the haddea Claim, may set off against any
Allowed Claim and the Distributions to be made parg to the Plan on account of such
Allowed Claim (before any Distribution is made ataunt of such Allowed Claim), any claims,
rights, and Causes of Action of any nature thatkbtor or Reorganized Debtor, as applicable,
may hold against the holder of such Allowed Claimthe extent such Claims, rights, or Causes
of Action against such holder have not been otrsrwompromised or settled on or prior to the
Effective Date (whether pursuant to the Plan oentlise);provided, however, that neither the
failure to effect such a setoff nor the allowantamy Claim pursuant to the Plan shall constitute
a waiver or release by the Reorganized Debtor pfsach Claims, rights, and Causes of Action
that the Reorganized Debtor may possess againsthalder. In no event shall any holder of
Claims be entitled to set off any such Claim agaamy Claim, right, or Cause of Action of the
Debtor or Reorganized Debtor (as applicable), wnlgh holder has filed a motion with the
Bankruptcy Court requesting the authority to parfauch setoff on or before the Confirmation
Date, and notwithstanding any indication in anygbrof claim or otherwise that such holder
asserts, has, or intends to preserve any righ¢toffspursuant to section 553 of the Bankruptcy
Code or otherwise.

18.  Withholding and Reporting Requirements

(@) Withholding Rights. In connection with the Plan, any party
issuing any instrument or making any Distributiogscribed in the Plan shall comply with all
applicable withholding and reporting requiremempased by any Governmental Unit, and all
Distributions pursuant to the Plan and all relategteements shall be subject to any such
withholding or reporting requirements. In the cas@ 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 propddygenerate Cash necessary to pay over the
withholding tax (or reimburse the distributing parfor any advanced payment of the
withholding tax), or (i) pay the withholding taxsimg 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 applicablgpient for all purposes of the Plan.
Notwithstanding the foregoing, each holder of arowed Claim or any other Entity that
receives a Distribution pursuant to the Plan shalle responsibility for any taxes imposed by
any Governmental Unit, including income, withholglinrand other taxes, on account of such
Distribution. Any party issuing any instrumentraaking any Distribution pursuant to the Plan
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has the right, but not the obligation, to not mak®istribution until such holder has made

arrangements reasonably satisfactory to such gsuinlisbursing party for payment of any such
tax obligations. Any party issuing any instrumentnoaking any Distribution pursuant to the

Plan, shall, to the extent reasonably practicatiéfy any recipient of a Distribution pursuant to

the Plan and all related agreements if it is géingithhold taxes pursuant to Section 6.18 of the
Plan and reasonably cooperate with the recipientitamize or avoid such withholding.

(b) Forms. Any party entitled to receive any property asissuance
or Distribution under the Plan shall, upon requdstiver to the Disbursing Agent or such other
Person designated by the Reorganized Debtor (wheaison shall subsequently deliver to the
Disbursing Agent any tax forms or documents reaBiamy tax forms or documents (including
an IRS Form W-9 or IRS Form W-8, as applicableso@ably requested to reduce or eliminate
any withholding required by any Governmental 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 thett&rott-Rodino Antitrust Improvements Act
of 1976, as amended, to the extent applicable) sbalbe distributed until the notification and
waiting periods applicable under such Act to suntitfz 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 th@ieable portion of such Claim shall
be disallowed without an objection to such Clainvihg to be filed and without any further
notice to or action, order, or approval of the Bapitcy Court, to the extent that the holder of
such Claim receives a payment on account of suahmCrom a party that is not the Debtor or
Reorganized Debtoprovided that the Debtor shall provide 21 days’ noticehe holder prior to
any disallowance of such Claim during which pettiogl holder may object to such disallowance,
and if the parties cannot reach an agreed resnlutiee matter shall be decided by the
Bankruptcy Court. Subject to the last sentencéhsf paragraph, to the extent a holder of a
Claim receives a Distribution on account of sucai@land receives payment from a party that is
not the Debtor or the Reorganized Debtor on accolistich Claim, such holder shall, within 14
days of receipt thereof, repay or return the Dbsiion to the Reorganized Debtor to the extent
the holder’s total recovery on account of such i@l&iom the third party and under the Plan
exceeds the amount of such Claim as of the daganwpfsuch Distribution under the Plan. The
failure of such holder to timely repay or returrclsistribution shall result in the holder owing
the Reorganized Debtor annualized interest atdtierl judgment rate on such amount owed for
each Business Day after the 14 days grace peredfigal above until the amount is repaid.

(b) Claims Payable by Insurance Carriers

No Distributions under the Plan shall be made aroact of an Allowed Claim
that is payable pursuant to one of the Debtor'sirgusce 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 agresatesfy in full or in part a Claim (if and to the
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extent adjudicated by a court of competent jurisnind, then immediately upon such insurers’
agreement, the applicable portion of such Claim inayexpunged without a Claim objection
having to be filed and without any further noticg ¢r action, order, or approval of the
Bankruptcy Courtprovided that the Debtor shall provide 21 days’ noticette holder of such
Claim prior to any disallowance of such Claim dgrwvhich period the holder may object to
such disallowance, and if the parties cannot remthagreed resolution, the matter shall be
decided by the Bankruptcy Court.

(c) Applicability of Insurance Policies

Except as otherwise provided in the Plan, Distiing to holders of Allowed

Claims shall be in accordance with the provisiorfs aoy applicable insurance policy.
Notwithstanding anything to the contrary in the Rlanothing contained in the Plan shall
constitute or be deemed a release, settlementfagaitbn, compromise, or waiver of any Cause
of Action that the Debtor or any other Entity maglch against any other Entity, including
insurers, under any policies of insurance or apple indemnity, nor shall anything contained in
the Plan constitute or be deemed a waiver by susirers of any defenses, including coverage
defenses, held by such insurers.

21.  Allocation Between Principal and Accrued Interest

The aggregate consideration paid to holders wipeet to their Allowed Claims shall be
treated pursuant to the Plan as allocated firtegrincipal amount of such Allowed Claims (to
the extent thereof) and, thereatfter, to interéstny, 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 Class18ar the Plan, holders of Claims do not need to
file proofs of Claim with the Bankruptcy Court, atlte Debtor or the Reorganized Debtor, as
applicable, and the holders of Claims shall deteemadjudicate, and resolve any disputes over
the validity and amounts of such Claims in the mady course of business; provided, that (unless
expressly waived pursuant to the Plan) the Allowetbunt of such Claims shall be subject to
and shall not exceed the limitations under or maxmamounts permitted by the Bankruptcy
Code, including sections 502 or 503 of the Bankeyiode, to the extent applicable. If a holder
of a Claim elects to file a proof of claim with tBankruptcy Court, such holder shall be deemed
to have consented to the jurisdiction of the Bapkry Court for all purposes with respect to the
Claim, and the Bankruptcy Court shall retain nohgeswe jurisdiction over all such Claims,
which shall be resolved on a case-by-case basmughr settlements, Claim objections (or, if
necessary, through adversary proceedings), adjumhcan a forum other than the Bankruptcy
Court, or by withdrawal of the Claims by the hokl@f such Claims. From and after the
Effective Date, the Reorganized Debtor may satidfgpute, settle, or otherwise compromise
any Claim without approval of the Bankruptcy Court.
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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 and) (he date that a proof of Claim is filed or
amended or a Claim is otherwise asserted or ameindedting 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 exjpinadif such period shall not limit or affect the
Reorganized Debtor’s rights to dispute Claims dedesther than through a proof of Claim.

3. Estimation of Claims

The Debtor or the Reorganized Debtor, as applicabkey at any time request that the
Bankruptcy Court estimate any contingent, unligteda 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 ruledangy 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 any ngaetit, unliquidated, or Disputed Claim, the
amount so estimated shall constitute either thewdld amount of such Claim or a maximum
limitation on such Claim, as determined by the Bapkcy Court. If the estimated amount
constitutes a maximum limitation on the amount wfhs Claim, the Debtor or the Reorganized
Debtor may pursue supplementary proceedings ta@btgehe allowance of such Claim.

4. No Distributions Pending Allowance

If an objection, motion to estimate, or other akadle to a Claim is filed, no payment or
Distribution provided under the Plan shall be madeaccount of such Claim unless and until
(and only to the extent that) such Claim becomeAlinved 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 to th@lder of such Allowed Claim in accordance
with the provisions of the Plan, including the treant provisions provided in Article 1V of the
Plan. Such Distributions shall be made as sooprasticable after the date that the order or

judgment of the Bankruptcy Court allowing such Digal Claim (or portion thereof) becomes a
Final Order.

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 another. Ciamay be estimated and subsequently settled,
compromised, withdrawn, or resolved in accordandd we Plan without further notice or
Bankruptcy Court approval.
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7. Resolution of Disputed Claims

On and after the Effective Date, the Reorganizetht@eshall have the authority to
litigate, compromise, settle, otherwise resolvevdhdraw any objections to all Claims against
the Debtor and to compromise and settle any suspubed 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 whicloperty is sought by the Debtor under
sections 542, 543, 550, or 553 of the BankruptcgeCor that the Debtor or the Reorganized
Debtor allege is a transferee of a transfer thatvaidable under sections 522(f), 522(h), 544,
545, 547, 548, 549, or 724(a) of the Bankruptcy €skall be disallowed if: (a) the Entity, on
the one hand, and the Debtor or the ReorganizedoReds applicable, on the other hand, agree
or the Bankruptcy Court has determined by FinaleDttat such Entity or transferee is liable to
turn over any property or monies under any of tfeweamentioned sections of the Bankruptcy
Code; and (b) such Entity or transferee has fdoeirn over such property by the date set forth
in such agreement or Final 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 wiiehDiebtor is a party, and which have not
expired or terminated by their own terms on or it 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 remat@ehnt to a Final Order of the
Bankruptcy Court, (ii) is specifically designated the Schedule of Assumed Contracts and
Leases filed and served prior to commencementeoCnfirmation Hearing or is designated for
assumption pursuant to Section 5.15 of the Plahjqithe subject of a separate motion or notice
filed by the Debtor on or before the Confirmatioat® seeking to assume, assume and assign, or
reject pursuant to the Plan, the Confirmation Omtesection 365 of the Bankruptcy Code, or
(iv) is the subject of a pending Assumption DispUtlee Debtor reserves the right to modify the
treatment of any particular executory contractrmxpired lease pursuant to the Plan.

(b) Subject to satisfaction of the conditions set forntlSection 8.1(a)
of the Plan, resolution of any Assumption Disputeaccordance with Section 8.2 of the Plan,
payment of any applicable Cure Amount, and the weoge of the Effective Date, entry of the
Confirmation Order shall constitute approval of #ssumptions or rejections provided for in the
Plan pursuant to sections 365(a) and 1123 of timkriBatcy Code. Each executory contract and
unexpired lease assumed or assumed and assigreecipiuto the Plan shall vest in and be fully
enforceable by the Reorganized Debtor in accordariideits terms, except as modified by the
provisions of the Plan, any order of the Bankrup@yurt authorizing and providing for its
assumption, or applicable lawgrovided that the assumption of executory contracts and
unexpired leases hereunder may include the assigroheertain of such contracts to Affiliates.
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(c) Except as otherwise provided in the Plan, in trenBupplement
or otherwise agreed to by the Debtor and the agipliccounterparty, each assumed executory
contract or unexpired lease shall include all modifons, amendments, supplements,
restatements, or other agreements related thenedioall rights related thereto, if any, including
all easements, licenses, permits, rights, privBegamunities, options, rights of first refusaldan
any other interests, without regard to whether slaxtument is specifically is listed in any notice
of assumed contracts. Modifications, amendmemgplements, and restatements to prepetition
executory contracts and unexpired leases that baesm executed by the Debtor during the
Chapter 11 Case shall not be deemed to alter #peption nature of the executory contract or
unexpired lease or the validity, priority, or ambwh any Claims that may arise in connection
therewith.

2. Determination of Assumption Disputes and Deemed Caent

(a) The Debtor shall file, as part of the Plan Supplethand serve a
notice on parties to executory contracts and umedapleases to be assumed or assumed and
assigned reflecting the Debtor’s intention to asswmassume and assign the executory contract
or unexpired lease in connection with the Plan emlicating that the Cure Amount shall be
asserted against the Debtor or the ReorganizedoDedd applicable, in the ordinary course of
business.

(b) Upon assumption, Cure Amounts shall be paid byDiletor or the
Reorganized Debtor, as applicable, in the ordimanyrse, subject to all defenses and disputes
the Debtor or the Reorganized Debtor may have watpect to the underlying executory
contracts or unexpired leases, which the DebtotherReorganized Debtor may assert in the
ordinary course. If there is an Assumption Disppgetaining to assumption of an executory
contract or unexpired lease, such dispute shaldagd by the Bankruptcy Court prior to such
assumption being effectiverovided, however, that the Debtor may settle any dispute regarding
Cure Amounts or the nature thereof without anyheirtnotice to any party or any action, order,
or approval of the Bankruptcy Court. For the awoice of doubt, if the Debtor is unable to
resolve an Assumption Dispute relating solely te #mount of a Cure Claim prior to the
Confirmation Hearing, such Assumption Dispute may drheduled to be heard by the
Bankruptcy Court after the Confirmation Hearingo fhe extent the Assumption Dispute relates
solely to the Cure Amount, the Debtor may assunwoanrassume and assign the applicable
executory contract or unexpired lease prior tor@s®lution of the Assumption Disputgrovided
that the Debtor reserves Cash in an amount suffiteepay the full amount reasonably asserted
as the required cure payment by the non-Debtorteoparty to such contract or lease (or such
lesser amount as may be fixed or estimated by #mkiBiptcy Court or otherwise agreed to by
such non-Debtor counterparty and the Debtor orReerganized Debtor). To the extent the
Assumption Dispute is resolved or determined unfably to the Debtor or the Reorganized
Debtor, as applicable, the Debtor or Reorganizelok@eas applicable, may reject the applicable
executory contract or unexpired lease after subkrohenation.

(c) Any non-Debtor counterparty to an executory contrac
unexpired lease that fails to object timely to timtice of the proposed assumption, assumption
and assignment or sublease of such executory ebrdraunexpired lease shall be deemed to
have assented to assumption, assumption and assigomsublease of the applicable executory
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contract or unexpired lease notwithstanding anyipimn thereof that purports to (i) prohibit,
restrict, restrain, or condition the transfer, @ssient or sublease of such executory contract or
unexpired lease (including provisions related ghts of first refusal, rights of first offer, tag
rights, drag rights, or change of control feestteolike limitations), (ii) terminate or modifyyo
permit the termination or modification of, an exexy contract or unexpired lease as a result of
any direct or indirect transfer or assignment & tights of the Debtor under such contract or
lease or a change, if any, in the ownership orrobats contemplated by the Plan, (iii) increase,
accelerate, or otherwise alter any obligationsiabilities of the Debtor or the Reorganized
Debtor under such executory contract or unexpieadd, or (iv) create or impose a Lien upon
any property or asset of the Debtor or the ReorgahiDebtor, as applicable. Each such
provision shall be deemed to not apply to the ag$iom assumption and assignment or
sublease of such executory contract or unexpiradelgursuant to the Plan, and non-Debtor
counterparties thereto that fail to object to theppsed assumption, assumption and assignment
or sublease in accordance with the terms set far8ection 8.2(c) of the Plan shall forever be
barred and enjoined from objecting to the propassslimption, assumption and assignment, or
sublease, or to the validity of such assumptiosum@ption and assignment (including the
provision of adequate assurance of future perfocgror sublease, or taking actions prohibited
by the foregoing on account of transactions contateg by the Plan.

3. Rejection

The Plan provides that in the event that the rigecbf an executory contract or
unexpired lease results in damages to the othey parparties to such contract or lease, any
Claim for such damages, if not heretofore evidernmga timely filed proof of Claim, shall be
forever barred and shall not be enforceable ag#nmesDebtor or the Reorganized Debtor, or its
Estate, properties or interests in property, unéegsoof of Claim is filed with the Bankruptcy
Court and served upon the Debtor or the Reorgardsddor, as applicable, no later than 30 days
after the Effective Date. The Confirmation Orderalslconstitute the Bankruptcy Court’s
approval of the rejection of all the Debtor's unegd leases and executory contracts not
otherwise explicitly assumed.

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@admimed by the Debtor or the Reorganized
Debtor shall be satisfied by the Debtor or the Banized Debtor, as applicable, following
assumption or assumption and assignment of therlymde executory contract or unexpired
lease. Such Cure Amounts shall, in the discretibthe Debtor or the Reorganized Debtor, as
applicable, be paid on the later of (i) the EffeetiDate and (ii) without acceleration in the
ordinary course of business and according to thestef the executory contract or unexpired
lease. Assumption or assumption and assignmeahyfxecutory contract or unexpired lease
pursuant to the Plan, or otherwise, shall, sulifesatisfaction of the Cure Amount, result in the
full release and satisfaction of any Claims or di$a whether monetary or nonmonetary,
including defaults of provisions restricting the aolge in control or ownership interest
composition or other bankruptcy-related defaultssiy under any assumed or assumed and
assigned executory contract or unexpired leasenwnttisne before the effective date of the
assumption or assumption and assignment.
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5. Survival of the Debtor’'s Indemnification Obligations and Guarantees

Any obligations of the Debtor pursuant to its cagte charters, bylaws, or other
organizational documents to indemnify current aaodmkr officers, directors, agents, and/or
employees with respect to all present and fututeors; suits, and proceedings against the
Debtor or such directors, officers, agents, andfoployees, based upon any act or omission for
or on behalf of the Debtor, shall not be dischargedmpaired by confirmation of the Plan;
provided, however, that the Reorganized Debtor shall not indemnifgaors of the Debtor for
any Claims or Causes of Action arising out of datieg to any act or omission that constitutes
intentional fraud, gross negligence, or willful waesduct. Except as otherwise provided in the
Plan Supplement, such obligations shall be deemedtieeated as executory contracts to be
assumed by the Debtor under the Plan and shalincentas obligations of the Reorganized
Debtor. Any claim based on such obligations shatl be a Disputed Claim or subject to any
objection in either case by reason of section 5Q2){B) of the Bankruptcy Code.

6. Insurance Policies

Except as otherwise provided in the Plan Supplenadinhsurance policies (including all
directors’ and officers’ insurance policies and taverage liability insurance) pursuant to which
the Debtor has any obligations in effect as ofdate of the Confirmation Order shall be deemed
and treated as executory contracts pursuant t®ldeand shall be assumed by the Debtor and
the Reorganized Debtor and shall continue in fulcé and effect thereafter in accordance with
their respective terms. All other insurance pekcshall vest in the Reorganized Debtor.

7. Intellectual Property Licenses and Agreements

Except as otherwise provided in the Plan Supplepahintellectual property contracts,
licenses, royalties, or other similar agreementstich the Debtor have any rights or obligations
in effect as of the date of the Confirmation Ordeall be deemed and treated as executory
contracts pursuant to the Plan and shall be assbyndte Debtor and shall continue in full force
and effect unless any such intellectual propertytraxt, license, royalty, or other similar
agreement otherwise is specifically rejected purst@a separate order of the Bankruptcy Court
or is the subject of a separate rejection motited fby the Debtor in accordance with Section 8.1
of the Plan. Unless otherwise noted hereundenthdr intellectual property contracts, licenses,
royalties, or other similar agreements shall vaghe Reorganized Debtor and the Reorganized
Debtor may take all actions as may be necessargppropriate to ensure such vesting as
contemplated in the Plan.

8. Reservation of Rights

(a) Neither the exclusion nor inclusion of any contractease by the
Debtor on any exhibit, schedule, or other annexh® Plan or in the Plan Supplement, nor
anything contained in the Plan, will constituteammission by the Debtor that any such contract
or lease is or is not in fact an executory contractinexpired lease or that the Debtor or the
Reorganized Debtor or their respective affiliatagehany liability thereunder.

(b) Except as otherwise provided in the Plan, nothmthe Plan shall
waive, excuse, limit, diminish, or otherwise aléey of the defenses, claims, Causes of Action,
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or other rights of the Debtor and the Reorganizetitbr under any executory or non-executory
contract or any unexpired or expired lease.

() Nothing in the Plan shall increase, augment, or taddny of the
duties, obligations, responsibilities, or liabdé#i of the Debtor or the Reorganized Debtor under
any executory or non-executory contract or any pimesl or expired lease.

(d) If there is an Assumption Dispute or a dispute reipg whether a
contract or lease is or was executory or unexpatethe time of assumption or rejection under
the Plan, the Debtor or the Reorganized Debtoapasicable, shall have 60 days following entry
of a Final Order resolving such dispute to alteirtktreatment of such contract or lease by filing
a notice indicating such altered treatment.

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

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

(c) none of the Restructuring Support Agreements shalle been
terminated and no termination notice shall havenlggeen that with the passage of time would
cause or permit a termination of any Restructu8ogport Agreement.

2. Conditions Precedent to Effective Date
The following are conditions precedent to the BffecDate of the Plan:

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

(b) none of the Restructuring Support Agreements shalle been
terminated and no termination notice shall havenlggeen that with the passage of time would
cause or permit a termination of any Restructu8ogport Agreement;

(c) the Debtor shall not be in default under the DIRdirFacility or
the DIP Order (or, to the extent that the Debtan idefault on the proposed Effective Date, such
default shall have been waived by the applicabl® Dénders or cured by the Debtor in a
manner consistent with the DIP Credit Facility lne tpplicable DIP Order);

(d) the Unsecured Exit Facility Documents and to théermix the
Debtor determines to enter into the Secured ExiliBg the Secured Exit Facility Documents
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shall have been executed and delivered by all efEhtities that are parties thereto, and all
conditions precedent (other than any conditionateel to the occurrence of the Effective Date)
to the consummation of the applicable Exit Faciid@pcuments 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 thi2 occurrence of the Effective Date;

(e) () the Definitive Documents shall (x) have satsfithe RSA

Definitive Document Requirements (to the extentliapple) and be acceptable to the Tranche B
DIP Lenders, (y) have been executed and delivexed,any conditions precedent contained to
effectiveness therein have been satisfied or wainedccordance therewith (other than any
conditions precedent related to the occurrencbetffective Date), and (z) be in full force and
effect and binding upon the relevant parties; afhdq the extent the Debtor determines to enter
into the Secured Exit Facility, the Exit Facilityobuments governing the Secured Exit Facility
also shall be in form and substance reasonablgfaettdory to the Secured Exit Facility Agent
and the Tranche B DIP Lenders;

)] all conditions precedent (other than any conditioglated to the
occurrence of the Effective Date) to the consumomatif the New Stockholders’ Agreement
shall have been waived or satisfied in accordanite the terms thereof, and the closing of the
New Stockholders’ Agreement shall be deemed torocoocurrently 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 theuoemce of the Effective Date, shall have
occurred;

(h)  the payment in Cash in full of all DIP Reimbursem@faims;

M to the extent required under applicable non-bartksufaw, the
Amended Organizational Documents shall have bded With the appropriate governmental
authorities;

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

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

()] the Confirmation Order has been recognized andieuamll force
and effect by the Philippine court pursuant toRidippine Recognition Proceeding; and
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(m) all unpaid Restructuring Expenses and all amouayglge by the
Debtor pursuant to the DIP Order shall have beed paCash, 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 astieequired to be
taken on the Effective Date shall take place aradl e deemed to have occurred simultaneously
and no such action shall be deemed to have occpri@dto the taking of any other such action.
Each of the conditions precedent in Section 9.1 S&ction 9.2 of the Plan (except for Section
9.1(a)) may be waived in writing by the Debtor witle consent of the Tranche B DIP Lenders
without leave of or order of the Bankruptcy Coutpvided, however, that the condition in
Section 9.2(e) of the Plan may be waived with respe a particular Definitive Document only
to the extent that every party that maintains aseanright over the subject Definitive Document
as set forth in the Restructuring Support Agreesagtees to waive such condition with respect
to the subject Definitive Documerrovided, further, that waiver of the conditions in Sections
9.2(c), (h) and (m) of the Plan shall require tbasent of the DIP Agent at the direction of the
Required Lenders under the DIP Credit Facility Doeuts.

(b)  The stay of the Confirmation Order pursuant to Bapicy Rule
3020(e) shall be deemed waived by and upon they exftthe Confirmation Order, and the
Confirmation Order shall take effect immediatelyuopts entry.

4. Effect of Failure of a Condition

If the conditions listed in Section 9.2 of the Pé&e not satisfied or waived in accordance
with Section 9.3 of the Plan on or before the fBsisiness Day that is more than 60 days after
the date on which the Confirmation Order is entesedy such later date as set forth by the
Debtor in a notice filed with the Bankruptcy Coprior to the expiration of such period, the Plan
shall be null and void in all respects and notheantained in the Plan or the Disclosure
Statement shall (a) constitute a waiver or releg#sany Claims against or any Interests in the
Debtor or claims by the Debtor, (b) prejudice inyamanner the rights of any Entity, or
(c) constitute an admission, acknowledgement, otierundertaking by the Debtor, any of the
Supporting Creditors, or any other Entity.

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 thetReturing Transactions), on the Effective
Date, pursuant to sections 1141(b) and (c) of thekBuptcy Code, all assets and property of the
Estate shall vest in the Reorganized Debtor, freecear of all Claims, Liens, encumbrances,
charges, and other interests, except as provideshignt to the Plan, the Confirmation Order, or
the Exit Facility Documents. On and after the Eifee Date, the Reorganized Debtor may take
any action, including the operation of its busineéks use, acquisition, sale, lease and disposition
of property; and the entry into transactions, agwgs, understandings, or arrangements,
whether in or other than in the ordinary courséudiness, and execute, deliver, implement, and
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fully perform any and all obligations, instrumentdpcuments, and papers or otherwise in
connection with any of the foregoing, free of amstrictions of the Bankruptcy Code or
Bankruptcy Rules and in all respects as if thereewe pending cases under any chapter or
provision of the Bankruptcy Code, except as expyga®vided in the Plan. Without limiting
the foregoing, the Reorganized Debtor may pay haeges that it incurs on or after the Effective
Date for professional fees, disbursements, expensesrelated support services without
application 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 and assigtwithstanding whether any such holders
were (a) Impaired or Unimpaired under the Plan,dd®med to accept or reject the Plan,
(c) failed to vote to accept or reject the Plan(d)rvoted 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 Phen, each holder (as well as any
representatives, trustees, or agents on behalbdf éolder) of a Claim or Interest and any
affiliate of such holder shall be deemed to hawever waived, released, and discharged the
Debtor, to the fullest extent permitted by sectldd1 of the Bankruptcy Code, of and from any
and all Claims, Interests, rights, and liabilitthat arose prior to the Effective Date. Upon the
Effective Date, all such Entities shall be forepeecluded and enjoined, pursuant to section 524
of the Bankruptcy Code, from prosecuting or assgrany such discharged Claim against or
terminated Interest in the Debtor against the Delitee Reorganized Debtor, or any of their
assets or property, whether or not such holdeffileasa proof of Claim and whether or not the
facts or legal bases therefor were known or exiptexdt to the Effective Date.

4. Term of Injunctions or Stays

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

5. Injunction

(a) Upon entry of the Confirmation Order, all holders o Claims
and Interests and other parties in interest, alongwvith their respective present or former
employees, agents, officers, directors, principalsand affiliates, shall be enjoined from
taking any actions to interfere with the implementaion 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 Comfation

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 Debtoy all Entities who have held, hold, or may
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hold Claims against or Interests in the Debtor (whther proof of such Claims or Interests
has been filed or not and whether or not such Entiés vote in favor of, against or abstain
from voting on the Plan or are presumed to have aepted or deemed to have rejected the
Plan) and other parties in interest, along with the respective present or former employees,
agents, officers, directors, principals, and affilates are permanently enjoined, on and after
the Effective Date, solely with respect to any Claas, Interests, and Causes of Action that
will be or are extinguished, discharged, or releask pursuant to the Plan from
(i) commencing, conducting, or continuing in any maner, directly or indirectly, any suit,
action, or other proceeding of 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 to any such Claims or Interests or agast or affecting the Released Parties or
the property of any of the Released Parties, (ii)rdorcing, levying, attaching (including,
without limitation, any prejudgment attachment), cdlecting, or otherwise recovering by
any manner or means, whether directly or indirectly any judgment, award, decree, or
order against the Released Parties or the propertyof any of the Released Parties,
(i) creating, perfecting, or otherwise enforcingin any manner, directly or indirectly, any
encumbrance of any kind against the Released Partieor the property of any of the
Released Parties, (iv) asserting any right of setipfdirectly or indirectly, against any
obligation due the Released Parties or the propertgf any of the Released Parties, except as
contemplated or allowed by the Plan; and (v) actingr proceeding in any manner, in any
place whatsoever, that does not conform to or complwith the provisions of the Plan.

(c) By accepting Distributions pursuant to the Plan, eeh holder of
an Allowed Claim or Interest extinguished, dischargd, or released pursuant to the Plan
shall be deemed to have affirmatively and specifitlg consented to be bound by the Plan,
including, without limitation, the injunctions set forth in Section 10.5 of the Plan.

(d) The injunctions in Section 10.5 of the Plan shallxtend to any
successors of the Debtor and the Reorganized Debtand 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 after the Eéctive Date, except for the right to
enforce the Plan or any right or obligation arisingunder the Definitive Documents that
remains in effect after the Effective Date, effectie as of the Effective Date and to the fullest
extent permitted by applicable law, for good and vluable consideration provided by each
of the Released Parties, the adequacy of which isrdirmed by the Plan, the Released
Parties shall be deemed released and discharged the Debtor, the Reorganized Debtor,
and the Estate, and any person seeking to exercidee rights of the Estate, including any
successors to the Debtor or any Estate representa#i appointed or selected pursuant to
section 1123(b)(3) of the Bankruptcy Code, from anynd all Claims, obligations, rights,
suits, judgments, damages, demands, debts, rightSauses of Action, remedies, losses, and
liabilities whatsoever, including any derivative chims, asserted or assertable on behalf of
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the Debtor, the Reorganized Debtor, or the Estateyhether known or unknown, asserted
or unasserted, foreseen or unforeseen, liquidated anliquidated, matured or unmatured,
contingent or fixed, existing or hereinafter arisirg, in law, equity or otherwise, that the
Debtor, the Reorganized Debtor, the Estate, or theiaffiliates would 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 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 purchase, salerescission 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 ointerest 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 Restructing Support Agreements, any
Restructuring Transactions and the Plan and relatedagreements, 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 shall &
construed to release the Released Parties from gsosiegligence, willful misconduct or
intentional fraud as determined by a Final Order.

Entry of the Confirmation Order shall constitute the Bankruptcy Court’s approval,
pursuant to Bankruptcy Rule 9019, of the foregoingelease, which includes by reference
each of the related provisions and definitions coained 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 provided by the ReleaseRarties; (2) a good faith settlement
and compromise of the Claims released thereby; (3) the best interests of the Debtor and
all holders of Claims and Interests; (4) fair, equable, and reasonable; (5) given and made
after due notice and opportunity for hearing; and @) a bar to the Debtor, the Reorganized
Debtor, or the Estate asserting any Claim or Causef 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 extent penitted by applicable law, for good and
valuable consideration provided by each of the Redesed Parties, the adequacy of which is
confirmed by the Plan, the Releasing Parties are dened to have fully, conclusively,
absolutely and irrevocably released and dischargethe Released Parties from any and all
Claims, obligations, rights, suits, judgments, damges, demands, debts, rights, Causes of
Action, remedies, losses, and liabilities whatsoaveincluding any derivative claims,
asserted or assertable on behalf of the Debtor, thReorganized Debtor, or the Estate,
whether known or unknown, asserted or unassertedpofeseen or unforeseen, liquidated or
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unliquidated, matured or unmatured, contingent or fixed, existing or hereinafter arising, in
law, equity or otherwise, that any such Releasingdety would have been legally entitled to
assert (whether individually or collectively) or onbehalf of the holder of any Claim or
Interest or other Entity, based on or relating to,or in any manner arising from, in whole or
in part, the Debtor, the Estate, the conduct of théebtor's business, the Chapter 11 Case,
the purchase, sale or rescission of the purchase sale of any security of the Debtor or the
Reorganized Debtor, the subject matter of, or therinsactions or events giving rise to, any
Claim or Interest that is treated in the Plan, thebusiness or contractual arrangements
between the Debtor and any Released Party, the Detts restructuring, the restructuring

of any Claim or Interest before or during the Chaper 11 Case, DIP Credit Facility
Documents, the DIP Order, the Bridge Loan Documentsthe Disclosure Statement, the
Restructuring Support Agreements, any Restructuring Transactions and the Plan and
related agreements, instruments, and other documest (including the Definitive
Documents), and the negotiation, formulation, or peparation thereof, the solicitation of
votes with respect to the Plan, or any other act oomission, in all cases based upon any act
or omission, transaction, agreement, event, or otheccurrence taking place on or before
the Effective Date, including, without limitation, all Avoidance Actions; provided that
nothing in Section 10.6(b) of the Plan shall be cstrued to release the Released Parties
from gross negligence, willful misconduct, or intetional fraud as determined by a Final
Order.

Entry of the Confirmation Order shall constitute the Bankruptcy Court’s approval,
pursuant to Bankruptcy Rule 9019, of the foregoingelease, which includes by reference
each of the related provisions and definitions coained in the Plan, and further, shall
constitute the Bankruptcy Court’s finding that such release is: (1) consensual; (2) essential
to the confirmation of the Plan; (3) given in exchage for the good and valuable
consideration provided by the Released Parties; (4 good faith settlement and
compromise of the Claims released thereby; (5) irhe best interests of the Debtor and all
holders of Claims and Interests; (6) fair, equitakd, and reasonable; (7) given and made
after due notice and opportunity for hearing; and @) a bar to the Debtor, the Reorganized
Debtor, or the Estate asserting any Claim or Causef 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 anything krein to the contrary, and to the
maximum extent permitted by other applicable law, @ Exculpated Party will have or
incur, and each Exculpated Party is hereby release@nd exculpated from, any claim,
obligation, suit, judgment, damage, demand, debt,ght, 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, ta DIP Credit Facility Documents, the
DIP Order, the Bridge Loan Documents, the transactins 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
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other documents, the solicitation of votes on thel&n, the offer, issuance, and Distribution
of any Securities issued or to be issued pursuanb tthe Plan, whether or not such
Distribution occurs following the Effective Date, he occurrence of the Effective Date,
negotiations regarding or concerning any of the faggoing, or the administration of the
Plan or property to be distributed under the Plan,except for actions determined by Final
Order to constitute gross negligence, willful misaaduct, or intentional fraud. This
exculpation shall be in addition to, and not in linitation of, all other releases, indemnities,
exculpations and any other applicable law or ruleprotecting such Exculpated Parties from
liability. Nothing in the Plan shall be deemed tde a release or waiver of the Reorganized
Debtor’s obligations under the Exit Facility Documents.

8. Retention of Causes of Action/Reservation of Rights

Unless any Causes of Action against an Entity aqaressly waived, relinquished,
exculpated, released, compromised, or settledarPian, including pursuant to Section 10.6(a)
of the Plan, the DIP Order, or a Final Order, irccadance with section 1123(b) of the
Bankruptcy Code, the Reorganized Debtor shall medaid may enforce all rights to commence
and pursue any and all Causes of Action, whethisingr before or after the Petition Date,
including any actions specifically enumerated ie fhlan Supplement, and the Reorganized
Debtor’s rights to commence, prosecute, or setileh SCauses of Action shall be preserved
notwithstanding the occurrence of the Effectivedddtio Entity may rely on the absence of a
specific reference in the Plan, the Plan Supplemenbr the Disclosure Statement to any
Cause of Action against them as any indication thahe Debtor or the Reorganized Debtor
will not pursue any and all available Causes of Aain against them. The Debtor and the
Reorganized Debtor expressly reserve all rights tprosecute any and all Causes of Action
against any Entity, except as otherwise expresslyqvided in the Plan. Unless any Causes of
Action against an Entity are expressly waived naglished, exculpated, released, compromised,
or settled in the Plan, including pursuant to $ectl0.6(a) of the Plan, the DIP Order, or a
Bankruptcy Court order, the Reorganized Debtor exgly reserves all Causes of Action, for
later adjudication, and, therefore, no preclusiontdne, including the doctrines of res judicata,
collateral estoppel, issue preclusion, claim pr&oln, estoppel (judicial, equitable, or otherwise),
or laches, shall apply to such Causes of Actionnupafter, or as a consequence of the
confirmation or consummation of the Plan. Fordheidance of doubt, in no instance will any
Cause of Action preserved pursuant to Section d0i#®e Plan include any claim or Cause of
Action with respect to, or against, a ReleasedyPart

In accordance with section 1123(b)(3) of the Bapkry Code, any Causes of Action
preserved pursuant to the first paragraph of Sed®8 of the Plan that the Debtor may hold
against any Entity shall vest in the Reorganizethtbe The Reorganized Debtor, through its
authorized agents or representatives, shall retaihmay exclusively enforce any and all such
Causes of Action. The Reorganized Debtor shallehthe exclusive right, authority, and
discretion to determine and to initiate, file, proste, 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 approval oy séhird party or any further notice to or
action, order, or approval of the Bankruptcy Coufor the avoidance of doubt, the Debtor and
the Reorganized Debtor shall not retain any Claam€auses of Action released pursuant to the
Plan against the Released Parties or arising wiggater 5 of the Bankruptcy Code (except that
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such Claims or Causes of Action may be asserteddegense to a Claim in connection with the
claims reconciliation and objection procedures pant to section 502(d) of the Bankruptcy
Code or otherwise).

9. Solicitation of Plan

As of and subject to the occurrence of the ConfimmaDate: (a) the Debtor shall be
deemed to have solicited acceptances of the Plagoad faith and in compliance with the
applicable provisions of the Bankruptcy Code, idahg sections 1125(a) and (e) of the
Bankruptcy Code, and any applicable non-bankrupdey, rule, or regulation governing the
adequacy of disclosure in connection with suchcgation, and (b) the Debtor and its respective
directors, officers, employees, affiliates, agentisiancial advisors, investment bankers,
professionals, accountants, and attorneys shalebened to have participated in good faith and
in compliance with the applicable provisions of Benkruptcy Code in the offer and issuance of
any Securities under the Plan, and therefore areand on account of such offer, issuance, and
solicitation will not be, liable at any time for yarviolation of any applicable law, rule, or
regulation governing the solicitation of acceptanoe 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 Deldod each of its affiliates, agents,
representatives, members, principals, equityhol@fegardless of whether such interests are held
directly or indirectly), officers, directors, marerg, employees, advisors and attorneys shall be
deemed to have solicited acceptance of the Plagood faith and in compliance with the
applicable provisions of the Bankruptcy Code, amdhave 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 under tt@n,Pand 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 reiambement or contribution of an Entity
pursuant to section 502(e)(1)(B) of the Bankrupfmde, then to the extent that such Claim is
contingent as of the Effective Date, such Claimlisba forever disallowed notwithstanding
section 502(j) of the Bankruptcy Code, unless piaothe Effective Date (a) such Claim has been
adjudicated as noncontingent, or (b) the relevatdr of a Claim has filed a noncontingent
proof of claim on account of such Claim and a Fi@adler has been entered determining such
Claim as no longer contingent.

11. Recoupment

In no event shall any holder of a Claim be entitledrecoup such Claim against any
Claim, right, or Cause of Action of the Debtor betReorganized Debtor, as applicable, unless
such holder actually has performed such recoupmedtprovided notice thereof in writing to
the Debtor on or before the Confirmation Date, nibistanding any indication in any proof of
claim or otherwise that such holder asserts, lrastends to preserve any right of recoupment.
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12.  Subordination Rights

Any Distributions to holders of Claims or Interestsall be received and retained free
from any obligations to hold or transfer the sameany other holder and shall not be subject to
levy, garnishment, attachment, or other legal pecky any holder by reason of claimed
contractual subordination rights. On the Effectidate, any such subordination rights shall be
deemed waived, and the Confirmation Order shalkttute an injunction enjoining any Entity
from enforcing or attempting to enforce any cortagt legal, or equitable subordination rights
to property distributed under the Plan, in eacleaaber than as provided in the Plamvided
that any such subordination rights shall be preskin the event the Confirmation Order is
vacated, the Effective Date does not occur in atzowre with the terms of the Plan or the Plan is
revoked or withdrawn.

J. Retention of Jurisdiction
1. Retention of Jurisdiction

Notwithstanding the entry of the Confirmation Or@ed the occurrence of the Effective
Date, the Bankruptcy Court shall retain non-exefegurisdiction over all matters arising under,
or arising in, or relating to the Chapter 11 Casetl® Plan to the fullest extent legally
permissible by 28 U.S.C. § 1334 to hear, and by ZBC. § 157 to determine, all proceedings in
respect thereof, including for the following purpes

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

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

() to ensure that Distributions to holders of Allow&daims are
accomplished as provided for in the Plan and thefi@oation Order and to adjudicate any and
all disputes arising from or relating to Distribaris 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 lpeagippropriate
in the event the Confirmation Order is for any ceastayed, reversed, revoked, modified, or
vacated;

)] to issue injunctions, enter and implement otheremdand take
such other actions as may be necessary or appeprigestrain interference by any Entity with
the consummation, implementation, or enforcemenhefPlan, the Confirmation Order, or any
other order of the Bankruptcy Court;
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(g0 to hear and determine any application to modify ian in
accordance with section 1127 of the Bankruptcy Cédeemedy any defect or omission or
reconcile any inconsistency in the Plan, the Dsate Statement, or any order of the Bankruptcy
Court, including the Confirmation Order, in sucimanner as may be necessary to carry out the
purposes and effects thereof;

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

0] to hear and determine disputes arising in connectiith the
interpretation, implementation, or enforcement loé RRestructuring Support Agreements, the
Usage Stipulations (as defined in the Restructurgpport Agreements), the Rejection
Stipulations (as defined in the Restructuring Suppgreements), the Soft Landing Stipulations
(as defined in the Restructuring Support Agreemetite Super-Soft Landing Stipulations (as
defined in the Restructuring Support Agreementsle Plan, the Plan Supplement, the
Confirmation Order, any transactions or paymentsteoplated herein, or any agreement,
instrument, or other document governing or relatongny of the foregoing;

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

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

)] to hear and determine matters concerning statal, laod federal
taxes in accordance with sections 346, 505, an® bi4he Bankruptcy Code (including any
requests for expedited determinations under sebi&iib) of the Bankruptcy Code);

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

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

(o) to resolve disputes concerning Disputed Claims d&e t
administration thereof;

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

(q) to enter afinal decree closing the Chapter 11 Case

(N to recover all assets of the Debtor and propertythef Estate,
wherever located;
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(s) to hear and determine any rights, Claims, or Caaotéstion held
by or accruing to the Debtor pursuant to the Baptay 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 settHioin sections 502 or 503 of the Bankruptcy
Code, other than defenses or limits that are astarhder non-bankruptcy law pursuant to
section 502(b)(1) of the Bankruptcy Cogepvided 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 Orgatonal Documents, and the New
Stockholders’ Agreement shall be governed by tepeetive jurisdictional provisions therein.

2. Courts of Competent Jurisdiction

If the Bankruptcy Court abstains from exercisingdeclines to exercise, jurisdiction or
is otherwise without jurisdiction over any matteisi;mg out of the Plan, such abstention, refusal,
or failure of jurisdiction shall have no effect upand shall not control, prohibit, or limit the
exercise of jurisdiction by any other court havicgmpetent jurisdiction with respect to such
matter.

K. Miscellaneous Provisions
1. Payment of Statutory Fees

On the Effective Date and thereafter as may beinmedjuthe Reorganized Debtor shall (i)
pay all fees incurred pursuant to section 1930hafpter 123 of title 28 of the United States
Code, together with interest, if any, pursuant ®/87 of title 31 of the United States Code for
the Debtor’s case, and (ii) continue to file, ousa to be filed, with the Bankruptcy Court
quarterly reports in accordance with @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 convertirggDebtor’s case to a case under chapter 7 of
the Bankruptcy Code is entered, or a Final Ordemdising the Debtor’s case is entered.

2. Substantial Consummation of the Plan

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

3. Expedited Determination of Taxes

The Reorganized Debtor shall have the right to esjan expedited determination under
section 505(b) of the Bankruptcy Code with respedéx returns filed, or to be filed, for any and
all taxable periods of the Debtor through the EffecDate.
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4. Exemption from Certain Transfer Taxes

Pursuant to section 1146 of the Bankruptcy Codeth@issuance, transfer or exchange
of any Securities or instruments, (b) the creatiing or recording of any Lien, mortgage, deed
of trust, or other security interest, (c) the makiassignment, filing or recording of any lease or
sublease or the making or delivery of any deedlpb#ale, or other instrument of transfer under,
pursuant to, in furtherance of, or in connectiothvthe Plan, including any deeds, bills of sale,
or assignments executed in connection with anyefttansactions contemplated under the Plan
or the reinvesting, transfer, or sale of any regv@sonal property of the Debtor pursuant to, in
implementation of or as contemplated in the Plamefiver to the Reorganized Debtor or
otherwise), (d) the grant of Collateral under thet FEacility Documents, and (e) the issuance,
renewal, modification, or securing of indebtednesturtherance of, or in connection with, the
Plan, including the Confirmation Order, shall nonstitute a “transfer under a plan” within the
purview of section 1146 of the Bankruptcy Code ahdll not be subject to or taxed under any
law imposing any document recording tax, stamp tafveyance fee, or other similar tax,
mortgage tax, real estate transfer tax, mortgagerdeng tax, Uniform Commercial Code filing
or recording fee, regulatory filing or recordingefesales tax, use tax, or other similar tax or
governmental assessment. Consistent with the dargg each recorder of deeds or similar
official for any county, city, or Governmental Unit which any instrument hereunder is to be
recorded shall, pursuant to the Confirmation Order,ordered and directed to accept such
instrument without requiring the payment of anynfjl fees, documentary stamp tax, deed
stamps, stamp tax, transfer tax, intangible tasimirlar tax.

5. Amendments

(@) Plan Modifications. Subject to the terms of the Restructuring
Support Agreements and with the consent of thecha DIP Lenders, (i) the Debtor reserves
the right, in accordance with the Bankruptcy Codé #he Bankruptcy Rules, to amend, modify
or supplement the Plan prior to the entry of thefi@mation Order, including amendments or
modifications to satisfy section 1129(b) of the Bauptcy Code and (ii) after entry of the
Confirmation Order, the Debtor may, upon orderted Bankruptcy Court, amend, modify, or
supplement the Plan in the manner provided fordwxtien 1127 of the Bankruptcy Code or as
otherwise permitted by law, in each case withowtitawhal disclosure pursuant to section 1125
of the Bankruptcy Code, except as the BankruptayeQunay otherwise direct.

(b)  Other Amendments Subject to the Restructuring Support
Agreements and with the consent of the Tranche B IEnders, after the Confirmation Date, so
long as such action does not materially adverstgciathe treatment of holders of Claims or
Interests hereunder, the Debtor may remedy anyctdefe@ omission or reconcile any
inconsistencies in the Plan or the Confirmation @drdith respect to such matters as may be
necessary to carry out the purposes and effedtseed®lan, and any holder of a Claim or Interest
that has accepted the Plan shall be deemed todwmepted the Plan as amended, modified, or
supplemented. Before the Effective Date, the Debtay make appropriate technical
adjustments and modifications to the Plan and teuhents contained in the Plan Supplement
without further order or approval of the Bankrupt@purt; provided, that such technical
adjustments and modifications do not adverselycaifea material way the treatment of holders
of Claims or Interests and that any such techradalstment or modification is consistent with
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the Restructuring Support Agreements, analided further that the Debtor may not modify or
seek to modify the treatment of the DIP Claims witihthe prior written consent of the Required
Lenders (as defined in the DIP Credit Agreement).

6. Effectuating Documents and Further Transactions

Each of the officers of the Reorganized Debtorutharized, in accordance with his or
her authority under the resolutions of the appliedimard of directors or managers, to execute,
deliver, file, or record such contracts, instrunsemeleases, indentures, and other agreements or
documents and take such actions as may be necemsappropriate to effectuate and further
evidence the terms and conditions of the Plan.

On or before the Effective Date, the Debtor mag filith the Bankruptcy Court such
agreements and other documents as may be necessappropriate to effectuate and further
evidence the terms and conditions of the Plan. [Dhbtor or the Reorganized Debtor, as
applicable, and all holders of Claims receivingtBlsitions 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 bessmgeor advisable to effectuate the
provisions and intent of the Plan.

7. Revocation or Withdrawal of Plan

Subject to the terms of the Restructuring SuppateAments, the Debtor reserves the
right to revoke or withdraw the Plan prior to thiéeEtive Date as to the Debtor. If the Plan has
been revoked or withdrawn prior to the Effectivet®aor if confirmation or the occurrence of
the Effective Date as to the Debtor does not ooauthe Effective Date, then, with respect to the
Debtor: (a) the Plan shall be null and void in r@$pects; (b) any settlement or compromise
embodied in the Plan (including the fixing of amiiing an amount of any Claim or Interest or
Class of Claims or Interests), assumption of exagutontracts or unexpired leases affected by
the Plan, and any document or agreement executedgn to the Plan shall be deemed null and
void; and (c) nothing contained in the Plan shlt@nstitute a waiver or release of any Claim
by or against, or any Interest in, the Debtor or atiner Entity, (ii) prejudice in any manner the
rights of the Debtor or any other Entity, or (8Qnstitute an admission of any sort by the Debtor,
any Supporting Creditor, any DIP Lender, the DIPeAgor any other Entity. This provision
shall have no impact on the rights of the Suppgr@neditors or the Debtor, as set forth in the
Restructuring Support Agreements, or the DIP LesidetP Agent or the Debtor, as set forth in
the DIP Credit Facility Documents, in each caseespect of any such revocation or withdrawal.

8. Severability of Plan Provisions

If, before the entry of the Confirmation Order, @eym 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 Delstwall have the power (subject to the
Restructuring Support Agreements) to alter andpnét such term or provision to make it valid
or enforceable to the maximum extent practicabbasistent with the original purpose of the
term or provision held to be invalid, void, or uf@eeable, and such term or provision shall
then be applicable as altered or interpreted. Rlo$tanding any such holding, alteration, or
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interpretation, the remainder of the terms and igsions of the Plan shall remain in full force and
effect and shall in no way be affected, impairednmalidated by such holding, alteration, or
interpretation. The Confirmation Order shall cans¢ a judicial determination and shall

provide that each term and provision of the Planit anay have been altered or interpreted in
accordance with the foregoing, is (a) valid andesdgable pursuant to its terms, (b) integral to
the Plan and may not be deleted or modified withth& consent of the Debtor or the

Reorganized Debtor (as the case may be), and (senerable and mutually dependent.

9. Governing Law

Except to the extent that the Bankruptcy Code beiot.S. federal law is applicable, or
to the extent an exhibit or schedule hereto, ahedule in the Plan Supplement or a Definitive
Document provides otherwise, the rights, dutiesl, @oligations arising under the Plan shall be
governed by, and construed and enforced in accoedaith, the laws of the State of New York,
without giving effect to the principles of conflictf laws thereofjprovided that corporate or
entity governance matters relating to the DebtaherReorganized Debtor shall be governed by
the laws of the state or country of incorporatioganization of the Debtor or the Reorganized
Debtor.

10. Time

In computing any period of time prescribed or akolby the Plan, unless otherwise set
forth in the Plan or determined by the Bankruptou@, 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 Blaequired to be made or performed
on a date that is not on a Business Day, then #ilenm of such payment or the performance of
such act may be completed on or as soon as redgqmalcticable after the next succeeding
Business Day, but shall be deemed to have beenletadpas 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 Bien and the Plan Supplement shall be
immediately effective and enforceable and deemaditg 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 ReorganiebtbD

13. Deemed Acts

Subject to and conditioned on the occurrence ofgtfiective 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 witdmyufurther act by any party, by virtue of
the Plan and the Confirmation Order.
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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 &eir, executor, administrator, successor, or
permitted assign, if any, of each Entity.

15.  Entire Agreement

On the Effective Date, the Plan, the Plan Suppléjreerd the Confirmation Order shall
supersede all previous and contemporaneous ndgo$iatpromises, covenants, agreements,
understandings, and representations on such sspjgttof which have become merged and
integrated into the Plan.

16. Exhibits to Plan

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

17. Reservation of Rights

The Plan shall have no force or effect unless th@kBiptcy Court shall enter the
Confirmation Order. None of the filing of the PJaany statement or provision contained in the
Plan, or the taking of any action by any Debtorhwiespect to the Plan, the Disclosure
Statement, or the Plan Supplement shall be or beatleemed to be an admission or waiver of
any rights of any Debtor with respect to the haddefr Claims or Interests prior to the Effective
Date.

18.  Plan Supplement

After any of such documents included in the Plapgiment are filed, copies of such
documents shall be made available upon writtenasigto the Debtor’'s counsel at the address
above or by downloading such exhibits and documéati® the Voting Agent’s website at
www.kccllc.net/PAL or the Bankruptcy Court’s welesdt_https://www.pacer.gov/.

19.  Waiver or Estoppel

Each holder of a Claim or an Interest shall be dgkto have waived any right to assert
any argument, including the right to argue thatGtaim or Interest should be Allowed in a
certain amount, in a certain priority, secured @ subordinated by virtue of an agreement made
with the Debtor or its counsel, or any other Entifysuch agreement was not disclosed in the
Plan, the Disclosure Statement, the Restructuringp8rt Agreements, or papers filed with the
Bankruptcy Court prior to the Confirmation Date.

20. Notices

To be effective, all notices, requests, and demdods upon the Debtor, or the DIP
Agent, as applicable, shall be in writing (inclugliby electronic or facsimile transmission) and,
unless otherwise expressly provided in the Plaa]l $f& deemed to have been duly given or
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made when actually delivered or, in the case oitadty 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

-and-

Debevoise & Plimpton LLP
919 Third Avenue
New York, New York 10022
Attn: Jasmine Ball, Esq.
Nick S. Kaluk, IllI, Esq.
Elie J. Worenklein, Esq.
Email: jpall@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, Esq.

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

After the occurrence of the Effective Date, the R@oized Debtor has authority to send
a notice to Entities that in order to continue ¢éoaive documents pursuant to Bankruptcy Rule
2002, such Entities must file a renewed requeseteive documents pursuant to Bankruptcy
Rule 2002. After the occurrence of the Effectivat®) the Reorganized Debtor is authorized to
limit the list of Entities receiving documents puast to Bankruptcy Rule 2002 to those Entities
that have filed such renewed requests.
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ARTICLE VI.

TRANSFER RESTRICTIONS AND CONSEQUENCES UNDER FEDERAL
SECURITIES LAWS

The issuance of and the distribution under the Bfahe New Common Stock to holders
of Allowed Class 3 Claims shall be exempt from s&gition under the Securities Act and any
other applicable securities laws pursuant to seci45 of the Bankruptcy Code.

Section 1145 of the Bankruptcy Code generally exsnffppm registration under the
Securities Act the offer or sale under a chapteplah of a security of the debtor, of an affiliate
participating in a joint plan with the debtor, drabosuccessor to the debtor under a plan, if such
securities are offered or sold in exchange foraathgainst, or an interest in, the debtor or such
affiliate, or principally in such exchange and pafor cash. Section 1145 of the Bankruptcy
Code also exempts from registration the offer séeurity through any right to subscribe sold in
the manner provided in the prior sentence, ands#he of a security upon the exercise of such
right. In reliance upon this exemption, the Newn@aon Stock issued to holders of Allowed
Class 3 Claims generally will be exempt from thgiseation requirements of the Securities Act,
and state and local securities laws. These sesuntay be resold without registration under the
Securities Act or other federal or state securitégs pursuant to the exemption provided by
section 4(a)(1) of the Securities Act, unless thildr is an “underwriter” with respect to such
securities, as that term is defined in section {i46f the Bankruptcy Code. Thus, holders of
securities issued pursuant to the Plan who are eldémbe “underwriters” as defined in section
1145(b) of the Bankruptcy Code may be limited inowthey could transfer such securities. In
addition, such section 1145 exempt securities gdigenay be resold without registration under
state securities laws pursuant to various exemptpnovided by the respective laws of the
several states.

Section 1145(b) of the Bankruptcy Code defines &maliter” for purposes of the
Securities Act as one who, except with respectrtbnary trading transactions, (i) purchases a
claim with a view to distribution of any securitp be received in exchange for the claim,
(ii) offers to sell securities issued under a planthe holders of such securities, (ii)) offers to
buy securities issued under a plan from persorsiviag such securities, if the offer to buy is
made with a view to distribution, or (iv) is anugs, as used in section 2(a)(11) of the Securities
Act, with respect to such securities, which inckidentrol persons of the issuer.

Notwithstanding the foregoing, control person umdéers may be able to sell securities
without registration pursuant to the resale linitas of Rule 144 of the Securities Act which, in
effect, permit the resale of securities receivedigh underwriters pursuant to a chapter 11 plan,
subject to applicable volume limitations, noticed amanner of sale requirements, and certain
other conditions. Parties who believe they maysta¢utory underwriters as defined in section
1145 of the Bankruptcy Code are advised to consih their own legal advisers as to the
availability of the exemption provided by Rule 144.

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

The Debtor notes, however, that the stock issueruthe Plan will not be listed on any
exchange. There can be no assurance that an aeiiiieg market for the New Common Stock
will develop. Accordingly, no assurance can beegithat a holder of New Common Stock will
be able to sell such securities in the future dodke price at which any such sale may occur. If
such markets were to exist, such securities caaldetat prices higher or lower than the value
ascribed to such securities in the Plan dependpan unany factors, including the prevailing
interest rates, markets for similar securities,egeheconomic and industry conditions, and the
performance of, and investor expectations for Rbeerganized Debtor.

ARTICLE VII.

CERTAIN TAX CONSEQUENCES OF PLAN
A. Introduction

The following is a discussion of certain U.S. fedancome tax consequences arising
from the consummation of the Plan to certain U.8lderrs (as defined below) of Claims. This
discussion is not a complete analysis of all paknt.S. federal income tax consequences
arising from the consummation of the Plan and de#saddress any U.S. state or local or non-
U.S. tax consequences or any U.S. federal estdlte, affernative minimum or other tax
consequences other than income tax consequentes di$cussion is based on the U.S. Internal
Revenue Code of 1986, as amended (the “Code”), Tr&sury Regulations promulgated or
proposed thereunder (the “Treasury Regulationsd) administrative and judicial interpretations
thereof, all as in effect on the date hereof, dhdfavhich are subject to change, possibly with
retroactive effect, or to different interpretatioMNo ruling has been or will be sought from the
Internal Revenue Service (the “IRS”), and no leggihion of counsel will be rendered, with
respect to any of the U.S. federal income tax aqunsieces discussed below, and no assurance
can be given that the IRS will not take a positc@mtrary to any discussion below or that any
such contrary position would not be sustained bguat.

This discussion does not address all of the U.@ertd income tax consequences that
may be relevant to specific U.S. Holders in lighttleeir particular circumstances or to such
holders subject to special treatment under U.Srddncome tax law (such as banks, insurance
companies, dealers in securities or other holdetsgenerally mark their securities to market for
U.S. federal income tax purposes, tax-exempt egtitietirement plans, regulated investment
companies, real estate investment trusts, cemamdr citizens or residents of the United States,
holders that hold their Claims as part of a straddiedge, conversion or other integrated
transaction, holders that have a “functional cwyérother than the U.S. dollar or holders that
may own or may be deemed to own following the camsation of the Plan 10% or more (by
vote or value) of New Common Stock).

As used in this discussion, the term “U.S. Holde®ans a beneficial owner of a Claim
that is entitled to vote on the Plan, which benafiowner for U.S. federal income tax purposes
is (i) an individual who is a citizen or residerittbe United States, (i) a corporation created or
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organized in or under the laws of the United Staday state thereof or the District of Columbia,
(i) an estate the income of which is subject t& Uederal income tax regardless of its source or
(iv) a trust (x) with respect to which a court witlihe United States is able to exercise primary
supervision over its administration and one or mdnied States persons have the authority to
control all of its substantial decisions or (y)tthas in effect a valid election under applicable
Treasury Regulations to be treated as a Unite@sSparson.

If an entity treated as a partnership (or othesftasugh entity) for U.S. federal income
tax purposes holds a Claim, the U.S. federal incdme consequences arising from the
consummation of the Plan will depend in part ugandtatus and activities of such entity and the
particular partner. Any such entity should congsltown tax advisor regarding the U.S. federal
income tax consequences arising from the consuramati the Plan applicable to it and its
partners.

The following discussion assumes that each instmirdenominated 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 asydquiU.S. federal income tax purposes, the
tax consequences described herein could be métetitierent.

The following discussion assumes that the Allowdas€ 3 Claims held by U.S. Holders
are denominated in U.S. dollars. In the eventahdtS. Holder holds an Allowed Class 3 Claim
denominated in a currency other than U.S. dolldrs,tax consequences to such U.S. Holder
could be materially different from those descritbedlein. Any such U.S. Holder should consult
its own tax advisor regarding the tax consequeacising from the consummation of the Plan
applicable to it.

The following discussion does not address the taxsequences of the receipt by a U.S.
Holder or any other Person of any consideratiorerothan as described in Article V above or
any transaction undertaken by a U.S. Holder ot tn its capacity as such holder.

THE FOLLOWING DISCUSSION IS FOR INFORMATION PURPOSEONLY AND
IS NOT A SUBSTITUTE FOR CAREFUL TAX PLANNING AND ANICE BASED ON THE
PARTICULAR CIRCUMSTANCES OF EACH HOLDER OF A CLAIM.EACH HOLDER
OF A CLAIM IS URGED TO CONSULT ITS OWN TAX ADVISORSAS TO THE U.S.
FEDERAL INCOME TAX CONSEQUENCES, AS WELL AS OTHER AK
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 tiiebtor

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

C. Consequences of the Plan to U.S. Holders of Allowétiass 3 Claims

(@) General
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Pursuant to the Plan, each U.S. Holder of an AltbWdass 3 Claim will receive, in
satisfaction of such Claim, its Pro Rata share atddéured 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

The U.S. federal income tax consequences of the t8l&).S. Holders of Allowed Class
3 Claims will depend on whether the exchange obwdd Class 3 Claims for New Common
Stock pursuant to the Plan constitutes a taxahfeséction or a tax-deferred transaction, such as
recapitalization under section 368 of the Code.

If Allowed Class 3 Claims constitute “securitie®r fU.S. federal income tax purposes,
the exchange of Allowed Class 3 Claims for New CammStock may qualify as a
recapitalization for U.S. federal income tax pugssWhether a debt instrument is considered a
security for such purposes is determined basedlmf the facts and circumstances, but most
authorities have held that the length of the tefra a@lebt instrument is an important factor in
determining whether such instrument is a securitynder the relevant authorities, a debt
instrument with a term of less than five years galhewould not be considered a security, while
a debt instrument with a term of ten years or ngaeerally would be considered a security for
such purposes (unless other factors support namigset¢reatment). The treatment of a debt
instrument with an initial term of five to ten ysais uncertain. There are a number of other
factors that could be taken into account in deteimgi whether a debt instrument is a security. A
U.S. Holder of an Allowed Class 3 Claim should edhsts own tax advisor regarding the
characterization of an Allowed Class 3 Claim as@usty 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 exgbgother than potentially with respect to
any New Common Stock treated as received in satisfaof accrued but unpaid interest). In
such case, a U.S. Holder’s tax basis in the New @@mStock received (other than any New
Common Stock treated as received in satisfacticacofued but unpaid interest) should be equal
to the tax basis in the Allowed Class 3 Claims excgjed therefor, and the holding period for
such New Common Stock should include the holdimgpdefor the exchanged Allowed Class 3
Claims. The remainder of this discussion assumasthie exchange of Allowed Class 3 Claims
for New Common Stock does not constitute a rechgataon. However, each U.S. Holder of
Allowed Class 3 Claims should consult its own tdxisor about the consequences to them that
may apply in the event that the exchange of Allov@ass 3 Claims for New Common Stock
pursuant to the Plan 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 Cl&s€laim generally will recognize gain or loss
in an amount equal to the difference between @)félir market value of the New Common Stock
received in the exchange (other than any New Com®&took treated as received in satisfaction
of accrued but unpaid interest) and (i) the U.®lddr's adjusted tax basis, if any, in such
Allowed Class 3 Claim. Such gain or loss shouldcapital in nature so long as the Allowed
Class 3 Claim is held as a capital asset (subgetite “market discount” rules discussed below
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under “—Market Discount”) and should be long-term capitaingor loss to the extent that the
U.S. Holder has a holding period in such Allowe@ssl 3 Claim of more than one year. The
deductibility of capital losses is subject to liatibns. U.S. Holders of Allowed Class 3 Claims
should consult their own tax advisors regardingtteatment of any capital losses. The U.S.
Holder’s tax basis in the New Common Stock recesfeould equal the fair market value of the
New Common Stock on the date received. The U.Sdd#s holding period in the New
Common Stock received should begin on the day Votig the Effective Date. See the
discussion below under—Accrued but Unpaid Interest” regarding the U.Sefadl income tax
consequences relating to the receipt of New Com8togk attributable to accrued but unpaid
interest.

Accrued but Unpaid Interest

To the extent that any amount received by a U.3dét#mf an Allowed Class 3 Claim is
attributable to accrued but unpaid interest, tloeipg of such amount should be taxable to the
U.S. Holder as ordinary interest income (to theseikthat such accrued but unpaid interest has
not previously been included in such U.S. Holdenome). A U.S. Holder may be entitled to
recognize a loss to the extent any accrued interesiously included in its income is not paid in
full. Such loss may be ordinary, but the tax lawmclear on this point.

If the fair market value of the New Common Stockeiged 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 Stokbe attributable to accrued interest is
unclear. Under the Plan, the aggregate considaradoeived in respect of Allowed Class 3
Claims will be allocated first to the principal aumd of such Claims, with any excess allocated
to unpaid interest, if any, that accrued on sucain® through the Effective Date. Certain
legislative history indicates that an allocationcohsideration as between principal and interest
provided in a chapter 11 plan of reorganizatiohimgling for U.S. federal income tax purposes,
while certain Treasury Regulations treat paymestsllcated first to any accrued but unpaid
interest. Accordingly, the IRS could take the positthat the consideration received by a U.S.
Holder should be allocated in some way other theupravided in the Plan. U.S. Holders of
Allowed Class 3 Claims should consult their own &alvisors regarding the proper allocation of
the consideration received by them under the Plan.

Market Discount

Under the “market discount” provisions of Sectiak®76 through 1278 of the Code,
some or all of the gain realized by a U.S. Holdertlte exchange of an Allowed Class 3 Claim
for New Common Stock may be treated as ordinargrme (instead of capital gain), to the
extent of the amount of accrued “market discoumnt’sach Allowed Class 3 Claim.

Generally, a U.S. Holder has market discount oAllowed Class 3 Claim to the extent
that the “stated redemption price at maturity” o€ls Claim exceeds the U.S. Holder’s initial tax
basis in such Claim by more thardaminimis amount. Under the market discount rules, the
U.S. Holder generally will be required to treat @slinary income any gain on the taxable
disposition of such Claim to the extent of any aeck market discount on such Claim. For this
purpose, market discount generally will accrue bigtaduring the period from the date of
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acquisition of such Claim to the maturity date otls Claim, unless the U.S. Holder elects to
accrue the market discount on such Claim undecdhstant yield method, which election, once
made, is irrevocable.

Medicare Taxes

In addition to regular U.S. federal income tax.taer U.S. Holders that are individuals,
estates or trusts are subject to a 3.8% tax oaral portion of their “net investment income,”
which may include net gain recognized on the exghaof Allowed Class 3 Claims for New
Common Stock pursuant to the Plan. U.S. Holdeas d@re individuals, estates or trusts should
consult their own tax advisors regarding the ajblility of this tax to the exchange.

(c) 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 incluthe amount of such distribution in gross
income as a dividend (without reduction for any#hf. tax withheld from such distribution) to
the extent of the Debtor’s current or accumulatachiegs and profits (as determined for U.S.
federal income tax purposes). To the extent theuatnof such distribution exceeds the Debtor’s
current and accumulated earnings and profits, negely will be treated first as a non-taxable
return of capital to the extent of such U.S. Hokl@djusted tax basis in such New Common
Stock and then as gain (which will be treated ia thanner described below under “—Sale,
Exchange or Other Disposition of New Common StockThe Debtor has not maintained and
does not currently expect to maintain calculatiohsarnings and profits for U.S. federal income
tax purposes. As a result, a U.S. Holder may rieeidclude the entire amount of any such
distribution in income as a dividend.

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. dolialue of the amount distributed translated at
the spot rate of exchange on the date such distyibis 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. Ang gailoss on a conversion or other disposition
of such other currency by such U.S. Holder gengnaill be treated as ordinary income or loss
from sources within the United States.

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 categmome” or, in the case of some U.S.
Holders, as “general category income”. Such dmibavill 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 nbayeligible to elect to claim a U.S. foreign
tax credit against its U.S. federal income taxiligh subject to applicable limitations and
holding period requirements, for any non-U.S. tathiaeld from distributions received in respect
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of its New Common Stock. A U.S. Holder that does elect to claim a U.S. foreign tax credit
for non-U.S. income tax withheld may instead clairdeduction for such withheld tax, but only
for a taxable year in which the U.S. Holder eldotslo so with respect to all non-U.S. income
taxes paid or accrued by such U.S. Holder in sagaltle year. The rules relating to U.S. foreign
tax credits are very complex, and each U.S. Hadtbeuld consult its own tax advisor regarding
the application of such rules.

A distribution on New Common Stock treated as adeind that is received by an
individual (or certain other non-corporate U.S. déok) 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&vbender “—Passive Foreign Investment
Company Considerations”) during the taxable yeawimch the distribution is made or the
preceding taxable year and (ii) certain holdingqeeand other requirements are met. Dividends
paid on New Common Stock should qualify for thefegmential rates of tax if the Debtor is
treated as a qualified foreign corporation anddtweditions in clauses (i) and (ii) above are met.
A non-U.S. corporation generally will be considetedbe a qualified foreign corporation if it is
eligible for the benefits of a comprehensive incdmetreaty with the United States that the U.S.
Treasury determines is satisfactory for purposdsisfprovision and that includes an exchange
of information program. The tax treaty between theited States and the Philippines as
currently in effect meets these requirements. Débtor believes that it is currently eligible for
the benefits of such tax treaty, but no assuraacebe given that it will be so eligible at all
times. Moreover, the IRS may disagree with thetBeb conclusion. Therefore, no assurance
can be given that the Debtor will be treated asalified foreign corporation for these purposes
and that such preferential rates of tax will apjelydividends paid on New Common Stock held
by a U.S. Holder. Special rules apply with respgectividends qualifying for the preferential
rates for purposes of determining the recipiemtigestment income (which may limit deductions
for investment interest) and foreign income (whmhy affect the amount of U.S. foreign tax
credit) and to certain extraordinary dividends.clEb.S. Holder that is a non-corporate taxpayer
should consult its own tax advisor regarding thegtde applicability of the preferential rates of
tax and the related restrictions and special rules.

Sale, Exchange or Other Disposition of New Commo&tock

A U.S. Holder generally will recognize gain or Ides U.S. federal income tax purposes
upon the sale, exchange or other disposition of K@mmon Stock in an amount equal to the
difference, if any, between the amount realizedttmn sale, exchange or other disposition and
such U.S. Holder's adjusted tax basis in such Newm@on Stock. Any gain or loss so
recognized generally will be capital gain or lossl avill be long-term capital gain or loss if such
U.S. Holder has held such New Common Stock for nios@ one year at the time of such sale,
exchange or other disposition. Net long-termtedgiain of certain non-corporate U.S. Holders
generally is subject to preferential rates of t&te deductibility of capital losses is subject to
limitations. Such gain or loss generally will berfr sources within the United States.

A U.S. Holder that receives currency other tha8.Ulollars from the sale, exchange or

other disposition of New Common Stock generallyl walalize an amount equal to the U.S.
dollar value of such other currency translatechatdpot rate of exchange on the settlement date
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of such sale, exchange or other disposition ifs(¢h U.S. Holder is a cash basis or electing
accrual basis taxpayer and the New Common Stottkased as being “traded on an established
securities market” or (i) such settlement datals the date of such sale, exchange or other
disposition. Such U.S. Holder generally will haavdbasis in such other currency equal to the
U.S. dollar value of such currency on the settlentate. Any gain or loss on a conversion or
other disposition of such currency by such U.S.ddpblgenerally will be treated as ordinary
income or loss from sources within the United Statach U.S. Holder should consult its own
tax advisor regarding the U.S. federal income t@xsequences of receiving currency other than
U.S. dollars from the sale, exchange or other digjom of New Common Stock.

Passive Foreign Investment Company Considerations

In general, a corporation organized outside thdddnbtates will be treated as a passive
foreign investment company (“PFIC”) in any taxaléar in which either (i) at least 75% of its
gross income is “passive income” or (i) on averafdeast 50% of the value of its assets is
attributable to assets that produce passive incomare held for the production of passive
income. Passive income for this purpose generalijudes, among other things, dividends,
interest, royalties, rents, and net gains from coulitres transactions and from the sale or
exchange of property that gives rise to passiverme In determining whether a non-U.S.
corporation is a PFIC, a proportionate share ofitle®eme and assets of each corporation in
which it owns, directly or indirectly, at least &% interest (by value) generally is taken into
account.

The Debtor believes that it was not in 2020, ardb#&s not currently expect to become, a
PFIC for U.S. federal income tax purposes. HoweWwecause this determination is made
annually at the end of each taxable year and igrgmt upon a number of factors, some of
which are beyond the Debtor’s control, such asvillae of its assets (including goodwill) and
the amount and type of its income, there can bassarance that the Debtor will not be a PFIC
in any taxable year or that the IRS will agree wihke Debtor’'s conclusion regarding its PFIC
status in any taxable year. If the Debtor is adPiAl any taxable year, U.S. Holders could suffer
adverse consequences as discussed below.

If the Debtor is a PFIC in any taxable year durwbgich a U.S. Holder owns New
Common Stock, such U.S. Holder could be liableadditional taxes and interest charges upon
certain distributions by the Debtor or upon a sabeshange or other disposition of the New
Common Stock at a gain, whether or not the Dehtoticues to be a PFIC. The tax would be
determined by allocating such distributions or gatably to each day of such U.S. Holder’'s
holding period. The amount allocated to the curtaxable year and any holding period of such
U.S. Holder prior to the first taxable year in whithe Debtor is a PFIC would be taxed as
ordinary income (rather than capital gain) earnedhe current taxable year. The amount
allocated to other taxable years would be taxedhathighest marginal rates applicable to
ordinary income for each such taxable year, anmtanest charge would also be imposed on the
amount of taxes so derived for each such taxalde yb addition, a person who acquires New
Common Stock from a deceased U.S. Holder who heiti 8lew Common Stock in a taxable
year in which the Debtor was a PFIC generally wdadddenied the step-up of the tax basis in
such New Common Stock for U.S. federal income tappses to the fair market value of such
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New Common Stock at the date of such deceased HhlBer’'s death. Instead, such person
would have a tax basis in such New Common Stocklgquhe lower of such fair market value
or such deceased U.S. Holder’s tax basis in sueh Gemmon Stock.

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

If the Debtor is a PFIC in any taxable year dunmgich a U.S. Holder owns New
Common Stock, such U.S. Holder (i) may also sudidverse tax consequences under the PFIC
rules described above with respect to any othe€Rirwhich the Debtor has a direct or indirect
equity interest and (ii) generally will be requiredfile annually a statement setting forth certain
information with its U.S. federal income tax retsirn

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

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 oaral 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, exgdan other disposition of New Common
Stock.

Information Reporting and Backup Withholding

Under certain circumstances, information reporéng/or backup withholding may apply
to U.S. Holders with respect to payments receivedsyant to the Plan or in respect of New
Common Stock, or proceeds from the sale, exchamgeth@r disposition of New Common
Stock, unless an applicable exemption is satisfiBdckup withholding is not an additional
tax. Any amounts withheld under the backup witdim rules generally will be allowed as a
refund or a credit against a U.S. Holder's U.S.efatl income tax liability if the required
information is furnished by the U.S. Holder onradly basis to the IRS.

Reportable Transactions
A U.S. Holder that participates in any “reportaltfansaction” (as defined in U.S.
Treasury regulations) must attach to its U.S. fediecome tax return a disclosure statement on

IRS Form 8886. U.S. Holders should consult theinaax advisors as to the possible obligation
to file IRS Form 8886 with respect to the sale,hexwme or other disposition of any currency
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other than U.S. dollars received as a distribubniNew Common Stock or as proceeds from the
sale, exchange or other disposition of New CommntonkS

(d) Disclosure Requirements for Specified Foreign Financial
Assets

Individual U.S. Holders (and certain U.S. entitsgeecified in U.S. Treasury regulations)
who, during any taxable year, hold any interestany “specified foreign financial asset”
generally will be required to file with their U.fderal income tax returns certain information on
IRS Form 8938 if the aggregate value of all sucketss exceeds certain specified amounts.
"Specified foreign financial asset" generally ird#s 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 niweyimposed, and the
period of limitations on assessment and collecdibud.S. federal income taxes may be extended,
in the event of a failure to comply. U.S. Holdsi®uld consult their own tax advisors as to the
possible application to them of this filing requnrent.

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

The Debtor anticipates launching a mandatory exgphgnmocess of converting the New
Common Stock into Parent Interests, within 12 mentti the Effective Date (any such
transaction, the Post-Emergence Conversio). The Post-Emergence Conversion will be
subject to applicable regulatory approvals, inalgdby the PSE, the Securities and Exchange
Commission (SEC) of the Philippines, the Bureauntérnal Revenue’s certificate authorizing
registration (CAR), and the satisfaction of certatiner 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 transactiontfemxchange of Allowed Class 3 Claims for
New Common Stock pursuant to the Plan. Howeverergithe mandatory nature of the
exchange process, this position is not free froobtland no assurance can be given that the IRS
will not take a position contrary, in which case tax consequences to U.S. Holders of Allowed
Class 3 Claims could be different from those désctiherein.

The U.S. federal income tax consequences of thhagge of New Common Stock for
Parent Interests pursuant to the Post-Emergencere@on will depend on whether such
exchange constitutes a taxable transaction or-de#etred transaction, such as a contribution to
capital under section 351 of the Code or a reorgdion 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 tamsaand subject to the discussion above
under “—Passive Foreign Investment Company ConsideraticandJ,S. Holder generally will
recognize gain or loss on the exchange in an amequml to the difference between (i) the fair
market value of the Parent Interests received enettchange and (ii) the U.S. Holder’s adjusted
tax basis, if any, in the New Common Stock exchdnperefor. Such gain or loss should be
capital in nature so long as the New Common Stsdield as a capital asset. The deductibility
of capital losses is subject to limitations. TheSUHolder’s tax basis in the Parent Interests
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received should equal the fair market value ofRlaeent Interests on the date received, and the
U.S. Holder’s holding period in the Parent Intesastceived should begin on the following day.

The tax consequences to a U.S. Holder of the owigerand disposition of Parent
Interests would be similar to those described ahmger “—Consequences of the Plan to a U.S.
Holder of the Ownership and Disposition of New CommStock” with respect to the New
Common Stock.

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

D. Certain Philippine Tax Consequences to the Debtor

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

In the execution of a debt instrument, a documgrgeEamp tax (“DST”) is due at the rate
of 0.75% on the issue price of such instrumentligthine law broadly defines debts instruments.
This term includes debentures, certificates of Ilmeléness, due bills, bonds, and loan
agreements, including those signed abroad wheneiolbject of the contract is located or used in
the Philippines. The party signing, issuing, acicgptor transferring the document, instrument or
loan agreement wherever executed when the obligatiaright arises from Philippine sources
shall be liable to pay the DST. For the Plan, DSdue in the Philippines. The obligation arises
from Philippine sources. The Debtor, as issuer odledt instrument, is domiciled in the
Philippines. Either one of the parties can be lialde for the DST. Whenever one of the parties
is exempt from paying DST, the other party whoas exempt shall be liable for the tax.

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

For purposes of the conversion of debt into equitg 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 impaivadlie is not a taxable gain of the Debtor.

Under the regulations, the cancellation and fonggags of indebtedness may amount to a
payment of income, to a gift, or to a capital teart®n. The tax treatment depends on whether
the debtor performs services for a creditor, ordtezlitor merely desires to provide a gift to the
debtor, or the cancellation is effectively a diatition of dividend by the creditor in favor of its
shareholder debtor.

Under the Financial Rehabilitation and Insolvenast Af 2010 (“FRIA”), the “amounts
of any indebtedness or obligations reduced or Yergin connection with a Plan's approval shall
not be subject to any tax.” Although the Plan i$ porsuant to FRIA, such tax treatment may
apply where the creditor is compelled to reduce itfiebtedness 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 acocmlavith the basic and generally accepted
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principle of taxation. Taxable income is createzhfrthe inflow of wealth. In a ruling issued by
the Bureau of Internal RevenueB(R"), it was explained that the cancellation of intkelness
will not give rise to taxable income where the debtill remain in a capital deficiency position
after the condonation. A transaction does not gsesto or create taxable income if the taxpayer
(i.e., Debtor) does not receive anything of excleafde value. There must be a gain or profit to
be subject to income tax. If a debt is impaired twehe inability to pay by the Debtor, the
impairment of debt will not be subject to income, tarovided the Debtor is in a capital deficit
position after the impairment of debt.

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 pemddcoverage from that of the original
instrument.

On the part of each holder of an Allowed Claim, anpairment of its loan to the Debtor
will have no donor’s tax consequence. As a rulangfers for less than adequate and full
consideration shall be deemed as a gift subjesixtpercent (6%) donor’s tax. Exchanges done
in the ordinary course of business will not be ade&r®ed as a donation, provided there is a bona
fide transaction and the exchange is made at demigh without donative intent.

In the Plan, the parties are compelled to compreraansidering the Debtor’s financial
circumstances. Debt reduction or forgiveness isanmtivilege, which the law considers to be the
object of the tax. Further, the reduced debt maglity 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, charteany evidence of obligation or indebtedness,
if there is no change in the maturity date or renmg period of coverage from that of the
original instrument.” Finally, there is no donatiintent.

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

After conversion and issuance of the New CommortiGtthe sale of shares in an
unlisted company by the creditors (now stockholdesrsubject to capital gains tax and DST. For
sale of shares listed and traded through a locakseéxchange, there is 0.6% stock transaction
tax based on gross selling price.

If the exchange will be through share swap, thettaatment will be the same unless
gualified for tax free exchange under Section 4yf the Tax Code. The value of the subject
shares shall be properly determined. The prima feaer market value of the unlisted shares shall
be its book value based on the latest availabl@éedifinancial statements. For listed shares sold,
transferred, or exchanged outside of the localksechange, their fair market value for tax
purposes shall be the closing price on the day wihenshares are sold, transferred, or
exchanged. When no sale is made in the local stmckange on the day when the listed shares
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are sold, transferred, or exchanged, the closince ppn the day nearest to the date of sale,
transfer or exchange of the shares shall be thenfaiket value.

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

a. Individual Creditors

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

“(1) In General. - Debts due to the taxpayer atyuascertained to be worthless and
charged off within the taxable year except thodecoanected with profession, trade or business
and those sustained in a transaction entered etteeen parties mentioned under Section 36 (B)
of this Code: Provided, That recovery of bad dghtsviously allowed as deduction in the
preceding years shall be included as part of thesgincome in the year of recovery to the extent
of the income tax benefit of said deduction.

(2) Securities Becoming Worthless. - If securitias, defined in Section 22 (T), are
ascertained to be worthless and charged off withentaxable year and are capital assets, the loss
resulting therefrom shall, in the case of a taxpagther than a bank or trust company
incorporated under the laws of the Philippines lasgantial part of whose business is the receipt
of deposits, for the purpose of this Title, be ¢deed as a loss from the sale or exchange, on the
last day of such taxable year, of capital 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 & lsarealized 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 isagital investment. It does not qualify as
a taxable income, as mentioned earlier. Hencs,nbt subject to income tax. The conversion is
likewise not subject to donor's tax. There is naadive intent. The issuance of shares is subject
to one percent (1%) DST on the par value of theeshgsued.

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

For subsequent sale of shares, fifteen percent \ta¥ital gains tax shall be due on the
net gain and 0.75% DST shall be due on the paewathe shares sold.
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For non-resident foreign individual creditors whre @angaged in trade or business in the
Philippines, there shall be similar tax consequsneecept for their dividends. Cash and/or
property dividends, if any, will be subject to twepercent (20%) final withholding tax.

For non-resident foreign individual creditors wire aot engaged in trade or business in
the Philippines, there shall be similar tax consages except they may not claim loss as
deduction. 25% final withholding tax shall be duetbeir entire income from sources within the
Philippines (including receipt of cash and/or pmbpelividends from the Debtor). Preferential
tax rate may apply depending on applicable Tax tyred any. A person may avail of
preferential treatment under a tax treaty, suliieatompliance 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 lom &ctual reduction of claim shall be allowed as
a tax deduction.

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

The sale of shares is subject to fifteen perceba)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 daxsequences for domestic
corporations and resident corporations, exceptoe cannot be claimed as tax deduction. They
may not claim tax deductible losses in determirtepgable income. Twenty-five percent (25%)
final withholding tax shall be due on the grossome received by the said creditors from all
sources within the Philippines (including receigtoash and/or property dividends from the
Debtor).

A final withholding tax of fifteen percent (15%) Wbe imposed on cash and/or property
dividends received, provided that the country inchthe non-resident foreign corporation is
domiciled shall allow a credit against the tax diwen the said corporation’s taxes deemed to
have been paid in the Philippines. The deemedotact shall at least be equivalent to 15%,
which represents the difference between the regatame tax and the 15% tax on dividends.
Preferential tax rate may apply depending on apple Tax Treaty, if any. A non-resident
foreign corporation may avail of preferential treant under a tax treaty, subject to compliance
with the requirements provided under Revenue Mentra Order No. 14-2021.

F. Information Reporting and Backup Withholding

Information reporting generally will apply to paynte to a U.S. Holder and Non-U.S.
Holders pursuant to the Plan, unless such holdanigntity that is exempt from information
reporting and, when required, demonstrates this fAny such payment to a U.S. Holder or a
Non-U.S. Holder that is subject to information repw generally will also be subject to backup
withholding, unless such holder provides the appate documentation (generally, IRS Form
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W-9 or an appropriate IRS Form W-8) to the applieabithholding agent certifying, in the case
of a U.S. Holder, that, among other things, itsptaer identification number is correct, or
otherwise establishes an exemption. Backup withhglis not an additional tax. Any amounts
withheld under the backup withholding rules gergrafdill be allowed as a refund or a credit
against a holder’'s U.S. federal income tax liapilitthe required information is furnished by
such holder on a timely basis to the IRS.

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 traisacthat 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 conédetptransactions under the Plan would be
subject to these regulations and require disclosard.S. Holders’ tax returns.

THE U.S. FEDERAL INCOME TAX CONSEQUENCES OF THE PNAARE
COMPLEX. THE FOREGOING SUMMARY DOES NOT DISCUSS BAIASPECTS OF U.S.
FEDERAL INCOME TAXATION THAT MAY BE RELEVANT TO A PARTICULAR
HOLDER OF A CLAIM IN LIGHT OF SUCH HOLDER'S CIRCUMEBANCES 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 VIII.

CERTAIN RISK FACTORS TO BE CONSIDERED

Prior to voting to accept or reject the Plan, hoddef Claims and Interests should read
and carefully consider the risk factors set forgtolw, in addition to the information set forth in
this Disclosure Statement together with any attaaiis) exhibits, or documents incorporated by
reference hereto. The factors below should natbarded as the only risks associated with the
Plan or its implementation.

A. Certain Bankruptcy Law Considerations
1. General

Although the Debtor believes that the Chapter 14eGaill be of short duration and will
not be materially disruptive to its business, tlebor cannot be certain that this will be the case.
Although the Plan is designed to minimize the langtthe Chapter 11 Case, it is impossible to
predict with certainty the amount of time that tbebtor may spend in bankruptcy or to assure
parties in interest that the Plan will be confirmedven if confirmed on a timely basis,
bankruptcy proceedings to confirm the Plan couldehan adverse effect on the Debtor’s
business. Among other things, it is possible Haatkruptcy proceedings could adversely affect
the Debtor’s relationships with its key vendorsstomers, and employees. The proceedings will
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also involve additional expense and may divert somfethe attention of the Debtor’s
management away from business operations.

2. Risk of Non-Confirmation of Plan

Although the Debtor believes that the Plan willigt all requirements necessary for
confirmation by the Bankruptcy Court, there cambeassurance that the Bankruptcy Court will
reach the same conclusion or that modificatiorthéoPlan will not be required for confirmation
or that such modifications would not necessitatealeitation of votes. Moreover, the Debtor
can make no assurances that it will receive theiségq acceptances to confirm the Plan, and
even if the Class entitled to vote on the Plan {(Meting Class’) votes in favor of the Plan or
the requirements for “cramdown” are met with resgecany Class that rejects the Plan, the
Bankruptcy Court, which may exercise substantiatiition as a court of equity, may choose
not to confirm the Plan. If the Plan is not comid, it is unclear what distributions (if any)
holders of Claims or Interests ultimately woulde®e with respect to their Claims or Interests
in a subsequent plan of reorganization.

3. Risk of Failing to Satisfy the Vote Requirement

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

4, Risk of Non-Consensual Confirmation

In the event that all impaired Classes do not @coepre deemed not to accept the Plan,
the Bankruptcy Court may nevertheless confirm sBtn if at least one impaired Class has
accepted the Plan (with such acceptance beingndietedl without including the vote of any
“insider” in such class), and as to each impairé&ss 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 impaiotesses. Should any Class vote to reject the
Plan, then these requirements must be satisfied megpect to such rejecting Classes. The
Debtor believes that the Plan satisfies these reopants.

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 aheotiming of the Effective Date. In
particular, there is no certainty regarding therigro obtain the necessary approvals to issue the
New Common Stock from the Philippine Securities i&m@ye Commission. If the conditions
precedent to the Effective Date set forth in thenFHave not occurred or have not been waived
as set forth in Article 1X of the Plan, then ther@iomation Order may be vacated, in which
event no distributions would be made under the ,Rlaa Debtor and all holders of Claims or
Interests would be restored to the status quo ashefday immediately preceding the
Confirmation Date, and the Debtor’s obligationshmespect to Claims and Interests would
remain unchanged.
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6. Risk of Termination of Restructuring Support Agreements

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

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

Section 1122 of the Bankruptcy Code provides thadlean may place a claim or an
interest in a particular class only if such claimiaterest is substantially similar to the other
claims or interests in such class. The Debtoreke$ that the classification of Claims and
Interests under the Plan complies with the requamr@si set forth in the Bankruptcy Code.
However, there can be no assurance that a panyeirest 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 oppoxe @bject to either the entirety of the
Plan or specific provisions of the Plan. Althougk Debtor believes that the Plan complies with
all relevant Bankruptcy Code provisions, there bamo guarantee that a party in interest will
not file an objection to the Plan or that the Baiptcy Court will not sustain such an objection,
which may have a material negative impact on tteevaf the Reorganized Debtor.

9. Conversion to Chapter 7 Case

If no plan of reorganization can be confirmed,fdhe Bankruptcy Court otherwise finds
that it would be in the best interest of holder<Ctdims and Interests, the Chapter 11 Case may
be converted to a case under chapter 7 of the Bptdyr Code, pursuant to which a trustee
would be appointed to liquidate the Debtor's asdetsdistribution in accordance with the
priorities established by the Bankruptcy Code. SetEle XI hereof, as well as the Liquidation
Analysis attached hereto Bghibit C, for a discussion of the effects that a chaptkguidation
would have on the recoveries of holders of Claint laterests.

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

There can be no assurances that the Plan releiagasctions, 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 reorganizatiost 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 ofaissets, directors and officers located
in the Philippines. While the Debtor believes thafficient legal grounds exist to enforce any

83



21-11569-scc Doc 261 Filed 11/12/21 Entered 11/12/21 14:24:21 Main Document
Pg 93 of 134

U.S. court judgment in the Philippines, a thirdtpanay nevertheless attempt to argue that such
U.S. court judgments are unenforceable in the pfhiles or that a separate order from a
Philippine Court would be required, and in suclatibn, it is possible that a Philippine court
would find a U.S. court judgment to be unenforceabbainst persons or assets in the
Philippines. Accordingly, the ability to pursuemredies in the Philippines may be limited as
compared to the ability to pursue remedies agairigtS. company and its assets, directors and
officers. Similarly, the Debtor may also have idiffty enforcing a U.S. court judgment in any
other non-U.S. court, as it is also possible thathsnon-U.S. court would find a U.S. court
judgment to be unenforceable against persons etsasssuch 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@avill grant the Debtor’s petition for
recognition of the Chapter 11 Case and the Confiom&Order, there can be no assurance that
the Philippine Court will reach the same conclusi®ecognition of the Chapter 11 Case and the
Confirmation Order are requirements for the Plagdoceffective under the Plan. Accordingly,
failure for the Philippine Court to grant recogoiti 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 Alleameount of Claims in certain
Classes will not be significantly more than progettwhich, in turn, could cause the value of
distributions to be reduced substantially. Inddigasome assumptions will not materialize, and
unanticipated events and circumstances may affecuttimate results. Therefore, the actual
amount of Allowed Claims may vary from the Debtgpi®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 Disloe Statement is, by nature, forward-
looking, and contains (i) estimates and assumptih&ch might ultimately prove to be
incorrect, and (ii) projections which may be madbyidifferent from actual future experiences.
There are uncertainties associated with any projextand estimates, and they should not be
considered assurances or guarantees of the ambdanbds 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 282d thereatfter.
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A number of other factors, including the Debtorisahcial results in the recent year due
to the COVID-19 pandemic, its indebtedness, anddifieult travel environment the company
faces adversely affect the availability and terrh&ioding that might be available to the Debtor
upon emergence from the Chapter 11 Case. As & mddhese and other factors, there can be
no assurances that the Debtor will be able to socapital at acceptable rates and on acceptable
terms, if at all, to fund future operations. Amlulity to obtain necessary additional funding on
acceptable terms would have a material adversecingrathe Debtor and on its ability to sustain
its operations upon emergence from chapter 11.

2. Continued Disruptions Caused by the COVID-19 Pandem

Global financial markets have experienced significzolatility and losses as a result of
the ongoing COVID-19 pandemic. This pandemic, " actions taken by federal, state and
local governments in response thereto, have sugmfly affected virtually all facets of the
global economy. Restrictions on, and public conasgarding, travel and public interaction
have materially curtailed air passenger travel. e TOVID-19 pandemic resulted in the
temporary grounding of the Debtor's passenger #eet may result in extended groundings in
the future. With specific reference to the Debtdnish in the Philippines, quota restrictions on
international arriving passengers have been impased continue to be imposed effectively
limiting the ability of the Debtor to ramp up itsiound international arrivals.

Quarantines and other measures imposed in respotse COVID-19 outbreak, as well
as ongoing concern regarding the virus’ potentigbact, have had and will likely continue to
have a negative effect on economies and financakets, including supply chain issues and
other business disruptions. The timely deliverygobds to the Debtor by its suppliers could be
adversely affected by supply chain disruptions. e Thebtor expects that the COVID-19
pandemic will materially affect results in the ant and potentially future operating periods;
however, the duration and extent of potential giiouns is highly uncertain and will depend on
future developments with respect to, among othéng#) 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 spega severity of the virus. An extended period
of further economic deterioration could exacerlite other risks described herein. Additional
effects of the recent conditions in the global exay include higher rates of unemployment,
consumer hesitancy, and limited availability ofditeeach of which may constrict the Debtor’s
business operations.

These have had a material effect on the Debtovismge growth and incoming payments,
and the impact may continue. If these or otherdgé@ms limit the Debtor’s ability to grow
revenue or cause the Debtor’s revenue to declidgl@Debtor cannot reduce costs on a timely
basis or at all, the Debtor’s operating results fmaynaterially and adversely affected.

3. Competition in the airline industry

The airline industry is highly competitive, inclugi in the markets in which the Debtor
operates. The restructuring contemplated by tl@ Ricludes steps to optimize the Debtor’s
fleet, network redesign, and financial restructgrin Given the industry and economic
environment, however, it is possible that major petors will implement their own
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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 thegReiaed 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 respectjpgernments ensuring their liquidity during the
pandemic. Such benefits place these competitora better competitive position than the
Debtor.

4, Codeshare Agreements

Codeshare Agreements will be critical to Debtogsenue 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 a matadaérse impact upon the Debtor’s financial and
operating performance and cash flows. In partic@anaterial modification or termination of the
Debtor’s ability to continue its codeshare agredmsatin Air Philippines Corp. d/b/a PAL Express,
could have a material, adverse impact upon theddslfinancial and operating performance and
cash flows. In addition, in the event these codeslagreements are terminated or otherwise
materially modified, the Debtor is unable to asdina it would be able to enter into substitute
codeshare arrangements, or that any such substittdegements would be as favorable to the
Debtor as the current codeshare agreements.

5. Changes to the Debtor’'s Business Model

The Debtor devotes significant attention and resesito restructuring its current business.
However, if it is unable to simplify its current enations in a manner that allows the Debtor to
maintain cost synergies, or if such simplificatkakes longer or costs more than expected, this
could reduce the Debtor's earnings or adverselgcafits business and financial results. A
prolonged simplification process could also resalthe loss of key employees, diversion of
management’s attention, disruption, or interruptidnor the loss of momentum in the Debtor’s
business or inconsistencies in standards, confpodgedures, and policies, any of which could
adversely affect the Debtor’s ability to maintagtationships with customers and employees.

6. Substantial Aircraft Indebtedness

Even after the implementation of the restructugongtemplated by the Plan, the Debtor’s
substantial aircraft indebtedness may limit it@finial and operating activities, and may require
the Debtor to dedicate a substantial portion ohclew from operations to the payment of
principal and interest on indebtedness and theretdyce the funds available for operations and
future business opportunities, make it more ditfidar the Debtor to satisfy its payment and
other obligations under its indebtedness, limit Bebtor's ability to borrow additional money
for working capital, capital expenditures, acquusis, or other purposes, if needed, and increase
the cost of any of these borrowings, and reducelbtor’'s flexibility in planning for or
responding to changing business and economic ¢onslit

The Debtor has historically needed substantiaiditgito fund the growth of its business,
and its indebtedness may adversely affect itstglbdiincur additional debt to fund future needs.
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7. Dependency on Original Equipment Manufacturers

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

8. Attrition and Loss of Key Personnel

Negative events or publicity associated with thetar 11 Case could adversely affect
the Debtor’s relationships with its employees agadl to higher turnover. In addition, such
negative events or publicity could adversely affdo¢ Debtor’'s ability to attract qualified
personnel. This could continue to have adverssctffon the Debtor’s results of operations and
financial condition if the company is not able tdfifl its contractual obligations under the
capacity purchase agreements with the Debtor's\Bart

Moreover, the Debtor’s business depends upon thetebf its Chief Executive Officer,
Lucio Tan, and its other key management and opergtersonnel. It may have difficulty
replacing management or other key personnel wheelead, therefore, the loss of the services
of any of these individuals could harm its business

9. Increases in Labor Costs

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

The Debtor has collective bargaining agreementh wat flight attendants (42.7%) and
ground personnel (14.0%), which make up approxim&ie.7% of the Debtor’s workforce. The
Debtor cannot assure that future agreements vgitntployees’ unions will be on terms in line
with the Debtor’'s expectations or comparable toeagrents entered into by the Debtor’s
competitors, and any future agreements may incréd@sddebtor’'s labor costs and reduce its
income and competitiveness for future business ppibies.

10. Accident Risk

In light of the Debtor’ business, it is possiblattlone or more of its aircraft may crash or
be involved in an accident in the future, causiegtt or serious injury to individual air travelers
and its employees and destroying the aircraft dwedproperty of third parties. If one of its
aircraft were to crash or be involved in an accidéme Debtor would be exposed to significant
tort liability. Such liability could include liakty arising from the claims of passengers or their
estates seeking to recover damages for death uny.injThere can be no assurance that the
insurance the Debtor carries to cover such damadiese adequate. Accidents could also result
in unforeseen mechanical and maintenance costs; adaident involving an aircraft that the
Debtor operates could create a public perceptiahith aircraft are not safe, which could result
in air travelers being reluctant to fly on its a&ft and a decrease in revenues. Such a decrease
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could materially adversely affect the Debtor’s finel condition, results of operations and the
price of its common stock.

11. Technology Costs and Risks

The Debtor has become increasingly dependent dmaémgy initiatives to reduce costs,
attract the best human capital, and compete in dinegent 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 unablendke these investments or the expected
benefit does not materialize, its business andatipes could be negatively affected.

In addition, any internal technological error oifuee or large scale external interruption
in the technology infrastructure the Debtor depemssuch as power, telecommunications or
the internet, may disrupt its internal network. yAindividual, sustained or repeated failure of
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 itstroty including natural disasters, terrorist
attacks, telecommunications failures, computer ségs) hackers and other security issues.
Although the Debtor has in place, and continuesest in, technology security initiatives and
disaster recovery plans, these measures may raxddepiate or implemented properly to prevent
a business disruption and mitigate the resultingeesk financial consequences.

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

Generally, revenues for airlines depend on the murabpassengers carried, the fare paid
by each passenger, and service factors, such asndliness of departure and arrival. Demand
for air travel could weaken in response to the CIDXYP pandemic and it is not possible to
predict how the travel industry in general, and &ivéine industry in particular, will respond to
the prolong impacts of the pandemic. Economic weak in the United States and international
economies could have a significant negative immacthe Debtor’s results of operations. In
addition, during periods of fog, ice, low temperas) storms, or other adverse weather
conditions, flights may be canceled or significentlelayed. Further, the cost of certain
expenses, particularly the cost of jet fuel, coudde a significant impact on the profitability of
the Debtor’s operations.

2. Strikes

The airline industry has been negatively impacted bumber of labor strikes. Any new
collective bargaining agreement entered into byeottarriers may result in higher industry
wages and increase pressure on the Debtor to setba wages and benefits of its employees.
Furthermore, since each of the Debtor’'s codesharmgrs represents a significant source of its
operating revenues, any labor disruption or lalokes by the employees of any one of its
codeshare partners could have a material advefset &fn the Debtor’s financial condition,
results of operations, and the price of its comsimck.
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3. Regulations

Airlines are subject to extensive regulatory angalecompliance requirements, both
domestically and internationally, that involve gigrant costs. In the last several years, the FAA
has issued a number of directives and other ragofatelating to the maintenance and operation
of aircraft that have required the Debtor to malgnificant expenditures. FAA requirements
cover, among other things, retirement of olderraftc security measures, collision avoidance
systems, airborne wind shear avoidance systemse adsatement, commuter aircraft safety, and
increased inspection and maintenance procedutss ¢onducted on older aircraft.

The Debtor incurs substantial costs in maintainisgurrent certifications and otherwise
complying with the laws, rules and regulations tuch it is subject. It cannot predict whether it
will be able to comply with all present and futueavs, rules, regulations and certification
requirements or that the cost of continued compeawill not significantly increase its costs of
doing business.

The FAA has the authority to issue mandatory ordelsting to, among other things,
pilot rest rules, the grounding of aircraft, inspeac of aircraft, installation of new safety-reldte
items and removal, replacement or modification iofraft parts that have failed or may fail in
the future. A decision by the FAA to ground, ogu@e time consuming inspections of or
maintenance on, all or any of the Debtor’s air¢rigit any reason, could negatively impact the
Debtor’s results of operations.

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

4, Government Security Concerns

Historically, the Debtor’s operations were adveysdfected by previous safety concerns
imposed on the Philippine aviation industry suchhes downgrading of the Philippines by the
FAA in 2008 from Category 1 to Category 2. Thigyanted Philippine carriers, including the
Debtor, from expanding its Transpacific routes.ldwing the decision of the FAA, the EU
thereafter placed all Philippine carriers on the &liation blacklist on March 30, 2010. This
prevented the Debtor from expanding its networtheoEU.

In 2017 to 2018, a series of security concerns visseed against the Philippines by
Australia, Canada, Japan, South Korea, U.K. andUl® affecting passenger demand. This
culminated to security requirements on passengeresimg 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 tbeure will certainly have an impact on
the ability of the Debtor to expand its operations.
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5. Bilateral Relations

Air traffic rights between states are primarily goved by bilateral air transport
agreements. In the case of the Debtor, its intenmak air traffic rights depend on the terms of
the air services agreements between the Philippees other states and their actual
implementation. There may be instances when caimastates change or even violate the
terms of their air services agreement to proteeir tHomestic airlines or further their own
national interest. Although air services agreem&ointain dispute settlement mechanisms, the
procedure is usually lengthy and requires extensieenmitment and support from the
government. As such, resolution of disputes maddpends on the cooperation and common
agreement between contracting states. In the efeanty dispute between the Philippines and
other states regarding the implementation of aivises agreements, the Debtor’'s air traffic
rights may become limited which in turn may afféstcapability to operate certain international
routes or enter into commercial agreements witkragirlines.

6. Competition

Within the airline industry, the Debtor not onlymapetes with other international airlines,
some of which are owned by or operated as partaérmajor airlines, but it also faces
competition from low-fare airlines and major aidgon many of its routes, including carriers
that fly point to point instead of to or througlmab.

In addition, some of the Debtor's competitors amegér and have significantly greater
financial and other resources than the Debtor. eldeer, federal deregulation of the industry
allows competitors to rapidly enter the Debtor’'srkesés and to quickly discount and restructure
fares. The airline industry is particularly susdelp to price discounting because airlines incur
only nominal costs to provide service to passengetspying otherwise unsold seats.

In addition to traditional competition among aids) the industry faces competition from
video teleconferencing and other methods of eleatrcommunication. New advances in
technology may add a new dimension of competitmthe 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&adsor that, in line with industry
practice, the Debtor may leave uninsured, includmginess interruption, loss of profit or
revenue, maintenance and consequential losseagafieim mechanical breakdowns or losses
related to the non-performance of suppliers oriregf@ps. To the extent actual losses incurred
by the Debtor arise from these uninsured risks,iabtor may have to bear substantial losses,
which may have a material adverse effect on thet@&bbusiness, financial condition and
operating results.

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

Furthermore, the Debtor cannot assure that itstiegicoverage will be sufficient to
protect against all potential losses, that the Brewill be able to maintain its existing coverage
in the future or that the premiums will not increagubstantially, any of which could have a
material adverse effect on the Debtor’s busingsstating results or financial condition.

E. Factors Relating to Securities to be Issued Under& Generally
1. No Current Public Market for Securities

There is currently no market for the New Commonckt@and there can be no assurance
as to the development or liquidity of any market &my such securities. The Reorganized
Debtor is under no obligation to list any secusitien any national securities exchange.
Therefore, there can be no assurance that anydbtbgoing securities will be tradable or liquid
at any time after the Effective Date. If a tradmgrket does not develop or is not maintained,
holders of the foregoing securities may experiediffeculty in reselling such securities or may
be unable to sell them at all. Even if such a mavkere to exist, such securities could trade at
prices higher or lower than the estimated valugah in this Disclosure Statement depending
upon many factors including, without limitation,epriling interest rates, markets for similar
securities, industry conditions, and the perforneammd, and investor expectations for, the
Reorganized Debtor. Accordingly, holders of theseurities may bear certain risks associated
with holding securities for an indefinite periodtohe.

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,otmer securities that may be issued post-
emergence.

In the future, similar to all companies, additioreduity financings or other share
issuances by any of the Reorganized Debtor couleradly affect the value of the New
Common Stock issuable upon such conversion. Theuatand 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 acqérg% of the New Common Stock
pursuant to the Plan. If such holders were tcaaa group, such holders would be in a position
to control the outcome of all actions requiringcgtaolder approval, including the election of
directors, without the approval of other stockhadde This concentration of ownership could
also facilitate or hinder a negotiated change oftrmd of the Reorganized Debtor and,
consequently, have an impact upon the value ogne Common Stock.
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2. Interests Subordinated to Reorganized Debtor’s Indetedness

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

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

The valuation of the Reorganized Debtor may notesgnt the trading value of the New
Common Stock in public or private markets and ijestt to additional uncertainties and
contingencies, all of which are difficult to predicActual market prices of such securities at
issuance will depend upon, among other thingspi@yailing interest rates; (b) conditions in the
financial markets; (c) the anticipated initial sates holdings of prepetition creditors, some of
whom may prefer to liquidate their investment ratti@n hold it on a long-term basis; and (d)
other factors that generally influence the pricksezurities. The actual market price of the New
Common Stock is likely to be volatile. Many fagprncluding factors unrelated to the
Reorganized Debtor’s actual operating performanwt @her factors not possible to predict,
could cause the market price of the New CommonkStocrise and fall. Accordingly, the
implied value, stated herein and in the Plan, efghcurities to be issued does not necessarily
reflect, and should not be construed as reflectiadyes that will be attained for the New
Common Stock in the public or private markets, @dieable.

4. No Intention to Pay Dividends

The Reorganized Debtor does not anticipate payiygdavidends on the New Common
Stock as it expects to retain any future cash flders debt reduction and to support its
operations. As a result, the success of an invadtim the New Common Stock will depend
entirely upon any future appreciation in the valhfethe New Common Stock. There is,
however, no guarantee that the New Common Stodlapreciate 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 issuatgecurities in connection with
future investments, acquisitions, or capital ragjsiransactions. 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, includingass of New Common Stock issued pursuant
to the Plan.

6. Post-Emergence Conversion

The Plan contemplates that within 12 months of Hffective Date, the Debtor will
convert the New Common Stock into Parent Intereghich are publicly traded. There are no
assurances that the necessary conditions and aipriov the contemplated exchange will be
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satisfied. Accordingly, holders of these secusitigay bear certain risks associated with holding
the New Common Stock for an extended period of firtie conversion is not consummated.

G. Additional Factors
1. Litigation Risk

In the future, the Reorganized Debtor may beconmardy to litigation. In general
litigation can be expensive and time consumingriogbor defend against. Such litigation could
result in settlements or damages that could sianfiy affect the Debtor’s financial results and
projections. It is also possible that despite lthisge or injunction, parties outside of the United
States may nevertheless choose to proceed withskgainst the Reorganized Debtor. It is not
possible to predict the potential litigation the tReorganized Debtor may become party to, nor
the final resolution of such litigation. The impaxf any such litigation on the Reorganized
Debtor’s business and financial stability, howeweyld 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 dwked or withdrawn prior to the
Confirmation Date by the Debtor.

3. Debtor Has No Duty to Update

The statements contained in this Disclosure Stateree made by the Debtor as of the
date hereof, unless otherwise specified hereintlamdielivery of this Disclosure Statement after
that date does not imply that there has been nogeha the information set forth herein since
that date. The Debtor has no duty to update tigsl@sure Statement unless otherwise ordered
to do so by the Bankruptcy Court.

4. No Representations Outside Disclosure Statement Aveuthorized

No representations concerning or related to thedethe Chapter 11 Case, or the Plan
are authorized by the Bankruptcy Court or the Baptay Code, other than as set forth in this
Disclosure Statement. Any representations or iathénts made to secure your acceptance or
rejection of the Plan that are other than thoseamoeed in, or included with, this Disclosure
Statement should not be relied upon in making #esibn to accept or reject the Plan.

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

The contents of this Disclosure Statement shoutdoroconstrued as legal, business, or
tax advice. Each Claim or Interest holder showldsalt their own legal counsel and accountant
as to legal, tax, and other matters concerning tkaim or Interest.

This Disclosure Statement is not legal advice to. ydhis Disclosure Statement may not
be relied upon for any purpose other than to deterrhow 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 congg an admission of, or will be deemed
evidence of, the tax or other legal effects of Blan on the Debtor or holders of Claims or
Interests.

7. Certain Tax Consequences

For a discussion of certain tax considerationdéoDRebtor and certain holders of Claims
in connection with the implementation of the Plsge Article VII hereof.

ARTICLE IX.

VOTING PROCEDURES AND REQUIREMENTS
A. Voting Instructions and Voting Deadline

Only holders of Class 3 Claims (General Unsecurkaih@3) are entitled to vote to accept
or reject the Plan. The Debtor is providing copaéghis Disclosure Statement (including all
exhibits and appendices) and related materials andallot (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, proceduresjrstidictions for voting to accept or reject the
Plan, the Voting Record Date for voting purposes] the applicable standards for tabulating
ballots. The Voting Record Date for determiningiethholders are entitled to vote on the Plan
is November 12, 2021, the date of the Disclosua¢eBtent hearing.

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

FOR YOUR VOTE TO BE COUNTED, YOUR BALLOT MUST BE AGJALLY
RECEIVED BY THE VOTING AGENT NO LATER THAN 4:00 P.M PREVAILING
EASTERN TIME ON DECEMBER 10, 2021 (THEVOTING DEADLINE ”).

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

If you are a holder of a Claim that is entitledvtiie on the Plan and you did not receive a
ballot, received a damaged ballot, or lost youlabadr if you have any questions concerning the
procedures for voting on the Plan, please contaattzZhan Carson Consultants LLC (the
“Voting Agent”) at (i) calling (866) 967-0671 (U.S./Canada) orl €310) 751-2671
(international); or (ii) by emailing PALInfo@kcclicom. Copies of the Plan and the Disclosure
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Statement may be obtained free of charge by uisithe website maintained by the Debtor’s
Voting Agent at www.kccllc.net/PAL.

THE PLAN PROVIDES THAT THE FOLLOWING HOLDERS ARE OBHMED TO
HAVE GRANTED THE RELEASES THEREIN: (I) THE HOLDERSF IMPAIRED
CLAIMS OR INTERESTS WHO ABSTAIN FROM VOTING ON THPLAN, OR VOTE TO
REJECT THE PLAN, AND DO NOT OPT OUT OF THESE RELEHAS ON THE BALLOTS;
(I) THE HOLDERS OF UNIMPAIRED CLAIMS OR INTEREST8HO DO NOT OPT OUT
OF GRANTING THE RELEASES; (ll) THE HOLDERS OF IMRRED CLAIMS OR
INTERESTS WHO VOTE TO ACCEPT THE PLAN; (IV) THE SB®RTING CREDITORS;
AND (V) THE OTHER RELEASING PARTIES.

B. Parties Entitled to Vote

Pursuant to the provisions of the Bankruptcy Camtdy holders of allowed claims or
equity interests in classes of claims or equitgriests that are impaired and that are not deemed
to have rejected a chapter 11 plan are entitleebte to accept or reject such plan. Classes of
claims or equity interests in which the holderglaims or equity interests are unimpaired under
a chapter 11 plan are deemed to have acceptedtarchnd are not entitled to vote to accept or
reject such plan. For a detailed description ef titeatment of Claims and Interests under the
Plan,see Article V hereof.

The Debtor will request confirmation of the Planrguant to section 1129(b) of the
Bankruptcy Code over the deemed rejection of than Py Existing Equity Interests.
Section 1129(b) of the Bankruptcy Code permits tmmfirmation 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 bdircoed by a bankruptcy court if it does not
“discriminate unfairly” and is “fair and equitablefith respect to each rejecting class. For a
more detailed description of the requirements fonficmation of a nonconsensual plasee
Article XI(C)(ii) hereof.

Claims in Class 3 (General Unsecured Claims) ofRla are impaired are entitled to
vote to accept or reject the Plan. Claims in #@lleo Classes are either (i) unimpaired and
presumed to accept or (ii) impaired and deemedjext the Plan and are not entitled to vote.

C. Agreements Upon Furnishing Ballots

The delivery of an accepting ballot pursuant to ohthe procedures set forth above will
constitute the agreement of the Claim holder waspect to such ballot to accept (i) all of the
terms of, and conditions to, the Solicitation; afu)l the terms of the Plan including the
injunction, releases, and exculpations set fortlSéctions 10.5, 10.6 and 10.7 therein. All
parties in interest retain their right to objectctmfirmation of the Plan, subject to any applieabl
terms of the Restructuring Support Agreements.

D. Change of Vote

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

E. Waivers of Defects, Irregularities, etc.

Unless otherwise directed by the Bankruptcy Callguestions as to the validity, form,
eligibility (including time of receipt), acceptancand revocation or withdrawals of ballots will
be determined by the Voting Agent and/or the Debésr applicable, in their sole discretion,
which determination will be final and binding. Tbebtor reserves the right to reject any and all
ballots submitted by any of its respective Claimlaterest holders not in proper form, the
acceptance of which would, in the opinion of thebfde or their counsel, as applicable, be
unlawful. The Debtor further reserves its rights waive any defects or irregularities or
conditions of delivery as to any particular ballmt any of its creditors. The interpretation
(including the ballot and the respective instruasidhereto) by the Debtor, unless otherwise
directed by the Bankruptcy Court, will be final abohding on all parties. Unless waived, any
defects or irregularities in connection with deties of ballots must be cured within such time as
the Debtor (or the Bankruptcy Court) determine.itidg the Debtor nor any other person will be
under any duty to provide notification of defectsiwegularities with respect to deliveries of
ballots nor will any of them incur any liabilitider failure to provide such notification. Unless
otherwise directed by the Bankruptcy Court, delpef such ballots will not be deemed to have
been made until such irregularities have been caredhived. Ballots previously furnished (and
as to which any irregularities have not theretofmen cured or waived) will be invalidated.

F. Miscellaneous

Unless otherwise ordered by the Bankruptcy Couwatiots that are signed, dated, and
timely received, but on which a vote to acceptegeat the Plan has not been indicated, will not
be counted. The Debtor, in its sole discretiony megjuest that the Voting Agent attempt to
contact such voters to cure any such defects irb#tlets. If you return more than one ballot
voting different Claims, the ballots are not votedhe same manner, and you do not correct this
before the Voting Deadline, those ballots will &t counted. An otherwise properly executed
ballot that attempts to partially accept and pHytieeject the Plan will not be counted as an
acceptance of the Plan.

The ballots provided to eligible holders will reftethe principal amount of such eligible
holder’s Claim; however, when tabulating votes, Yfaing 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 theidteate including, without limitation,
interest.

Under the Bankruptcy Code, for purposes of detanginwhether the requisite
acceptances have been received, only holders o€ldms 3 Claims that actually vote will be
counted. The failure of a holder to deliver a dekecuted ballot to the Voting Agent will be
deemed to constitute an abstention by such holdtér respect to voting on the Plan and such
abstention will not be counted as a vote for onregjahe Plan.
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Except as provided below, unless the ballot is gnsibmitted to the Voting Agent
before the Voting Deadline together with any othdecuments required by such ballot, the
Debtor may, in their sole discretion, reject sualidb as invalid, and therefore decline to utilize
it in connection with seeking confirmation of thiau®

ARTICLE X.

CONFIRMATION OF PLAN
A. Confirmation Hearing

Section 1128(a) of the Bankruptcy Code requires Bamkruptcy Court to hold a
confirmation hearing upon appropriate notice toratjuired parties. On, or as promptly as
practicable after, the Petition Date, the Debtdt request that the Bankruptcy Court schedule
the Confirmation Hearing. Notice of the ConfirnaetiHearing 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@amibn Hearing, at any subsequent
adjourned Confirmation Hearing, or pursuant to tceofiled on the docket of the Chapter 11
Case.

B. Objections to Confirmation

Section 1128(b) of the Bankruptcy Code provide$ amy party in interest may object to
the confirmation of a plan. Any objection to confation of the Plan must be in writing, must
conform to the Bankruptcy Rules and applicable lloaées, must set forth the name of the
objector, the nature and amount of Claims or Iistsraeld or asserted by the objector against the
Debtor’s estate or property, the basis for thedailgja and the specific grounds thereof, and must
be filed with the Bankruptcy Court by no later tHaecember 10, 2021 at 4:00 p.m. (thdah
Objection Deadlin€’) with a copy to the chambers of the United StaBaskruptcy Judge
appointed to the Chapter 11 Case, together witbfpsb service thereof, and served upon the
following parties, including such other partieslas Bankruptcy Court may order:

1. The Debtor at:

Philippine Airlines, Inc.

PNB Financial Center, President Diosdado Macapagahue, CCP
Complex, Pasay City 1300

Metro Manila, Philippines

Attn: Nilo Thaddeus Rodriguez

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

Office of the United States Trustee for the Southaistrict of New York
201 Varick Street, Room 1006

New York, NY 10014

Attn: Susan A. Arbeit, Esq.

97



21-11569-scc Doc 261 Filed 11/12/21 Entered 11/12/21 14:24:21 Main Document
Pg 107 of 134

3. Counsel to the Debtor at:

Debevoise & Plimpton LLP

919 Third Avenue

New York, New York 1022

Attn:  Jasmine Ball, Esq., Nick S. Kaluk 1ll, Esgnd Elie J. Worenklein,
Esq.

-and-

Norton Rose Fulbright US LLP

1301 Avenue of the Americas

New York, NY 10019

Attn: David Rosenzweig, Esq. and Francisco Vazgkenq.

4, Counsel to the DIP Lenders at:

White & Case LLP

1221 Avenue of the Americas

New York, NY 10020

Attn: Todd Wolynski, Esqg., Richard Kebrdle, Esqdandrew 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 dtle
(a) General Requirements

At the Confirmation Hearing, the Bankruptcy Courtllwdetermine whether the
confirmation requirements specified in section 1&2%f the Bankruptcy Code have been
satisfied including, without limitation, whether:

0] the Plan complies with the applicable provisionstioé
Bankruptcy Code;

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

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

(iv) any payment made or promised by the Debtor or by a
person issuing securities or acquiring propertyeuritie Plan, for services
or for costs and expenses in or in connection t€hChapter 11 Case, or
in connection with the Plan and incident to the iteal11l Case, has been
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disclosed to the Bankruptcy Court, and any suchmesy made before
confirmation of the Plan is reasonable, or if spayment is to be fixed
after confirmation of the Plan, such payment isjettbto the approval of
the Bankruptcy Court as reasonable;

(v) the Debtor has disclosed the identity and affdiasi of any
individual proposed to serve, after confirmationtled Plan, as a director
or officer of the Reorganized Debtor, an affiliatd the Debtor
participating in a Plan with the Debtor, or a sssoe to the Debtor under
the Plan, and the appointment to, or continuanceuch office of such
individual is consistent with the interests of thelders of Claims and
Interests and with public policy, and the Debtos H&closed the identity
of any insider who will be employed or retained the Reorganized
Debtor, and the nature of any compensation for swgiter;

(vi)  with respect to each Class of Claims or Interestgh
holder of an impaired Claim or impaired Interess ledther accepted the
Plan or will receive or retain under the Plan, cooaint of such holder’s
Claim or Interest, property of a value, as of tiile&ive Date, that is not
less than the amount such holder would receivetairr if the Debtor was
liquidated on the Effective Date under chapter thefBankruptcy Code;

(vii) except to the extent the Plan meets the requireameht
section 1129(b) of the Bankruptcy Code (as disaifiggher below), each
Class of Claims either accepted the Plan or ismpé&ired under the Plan;

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

(ix)  atleast one Class of impaired Claims has accepelan,
determined without including any acceptance of Rten 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 28&hefUnited
States Code, as determined by the Bankruptcy Gudutte Confirmation
Hearing, have been paid or the Plan provides ferpdayyment of all such
fees on the Effective Date.
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(b) Best Interests Test

As noted above, with respect to each impaired ctdsslaims and equity interests,
confirmation of a plan requires that each such éwé&ither (i) accept the plan, or (ii) receive or
retain under the plan property of a value, as efdffiective date of the plan, that is not less than
the value such holder would receive or retain & tlebtor was liquidated under chapter 7 of the
Bankruptcy Code. This requirement is referredstthe “best interests test.”

This test requires a Bankruptcy Court to deternumat the holders of allowed claims
and allowed equity interests in each impaired claesild receive from a liquidation of the
debtor’s assets and properties in the contextl@fusdation under chapter 7 of the Bankruptcy
Code. To determine if a plan is in the best irgtyef 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 istsrender the plan.

The Debtor believes that under the Plan all holdéimpaired Claims and Interests will
receive property with a value not less than thee/auch holders would receive in a liquidation
under chapter 7 of the Bankruptcy Code. The Débtbelief is based primarily on (i)
consideration of the effects that a chapter 7 digtion would have on the ultimate proceeds
available for distribution to holders of impairedalins 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 hegently subject to significant uncertainties
and contingencies, many of which would be beyomrddbntrol 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 chapterigoiidation of the Debtor, subject to the
assumptions set forth therein. There can be norasse as to values that would actually be
realized in a chapter 7 liquidation nor can thegeaby assurance that a bankruptcy court will
accept the Debtor’s conclusions or concur with sas$umptions in making its determinations
under section 1129(a)(7) of the Bankruptcy Code.

(c) Feasibility

Also as noted above, section 1129(a)(11) of thekBanmicy Code requires that a debtor
demonstrate that confirmation of a plan is notljike be followed by liquidation or the need for
further financial reorganization. For purposesdetermining whether the Plan meets this
requirement, the Debtor has analyzed their abibtyneet their obligations under the Plan. As
part of this analysis, the Debtor has preparedFihancial Projections provided in Exhibit D.
Based upon such Financial Projections, the Debttieves it will have sufficient resources to
make all payments required pursuant to the Plarntlatdconfirmation of the Plan is not likely to
be followed by liquidation or the need for furtlreprganization. Moreover, Article VIII hereof
sets forth certain risk factors that could imp&et feasibility of the Plan.
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(d) Equitable Distribution of Voting Power

On or before the Effective Date, pursuant to anly tmthe extent required by section
1123(a)(6) of the Bankruptcy Code, the organizaiodocuments 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, arnda(provision setting forth an appropriate
distribution of voting power among classes of egjgécurities possessing voting power.

2. Additional Requirements for Non-Consensual Confirmaion

In the event that any impaired Class of Claimsnberests does not accept or is deemed
to reject the Plan, the Bankruptcy Court may stihfirm the Plan at the request of the Debtor fif,
as to each impaired Class of Claims or Interestishths not accepted the Plan, the Plan “does not
discriminate unfairly” and is “fair and equitablatith respect to such Classes of Claims or
Interests, pursuant to section 1129(b) of the Baptkry Code. Both of these requirements are in
addition to other requirements established by genterpreting the statutory requirements.

Pursuant to the Plan, holders of Interests in C8agSxisting Equity Interests) will not
receive a distribution and are thereby deemed jextré¢he Plan. However, the Debtor submits
that they satisfy the “unfair discrimination” anthit and equitable” tests, as discussed in further
detail below. The Debtor further notes that theerahelming majority of Existing Equity
Interests are held either directly or indirectlythg DIP Lenders.

(a) Unfair Discrimination Test

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

The Debtor believes the Plan satisfies the “undiegcrimination” test. Claims of equal
priority are receiving comparable treatment anchdueatment is fair under the circumstances.

(b) Fair and Equitable Test

The “fair and equitable” test applies to classesdiffierent priority and statuge.g.,
secured versus unsecured) and includes the geee@tement 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 on thedfjeéaims in such class. The Debtor believes
that the Plan satisfies the “fair and equitablest tevith respect to any dissenting Classes, as
further explained below.
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0] Secured Creditors

The Bankruptcy Code requires that each holder ahgraired secured claim either (a)
retain its liens on the property to the extent led allowed amount of its secured claim and
receive deferred cash payments having a valudf, the @ffective date of the plan, of at least the
allowed amount of such claim, or (b) have the rightredit bid the amount of its claim if its
property is sold and retain its liens on the prdseef the sale (or if sold, on the proceeds
thereof), or (c) receive the “indubitable equivdleof its allowed secured claim. The Plan
provides that each holder of an impaired securathCih Class 2 shall receive, on account of its
allowed Claim, (i) Cash in an amount equal to thkowed 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 Othec&®d Claim Unimpaired.

(i) Unsecured Creditors

The Bankruptcy Code requires that either (a) eadtien of an impaired unsecured claim
receive or retain under the plan property of a #adqual to the amount of its allowed claim or
(b) the holders of claims and equity interests #ratjunior to the claims of the dissenting class
not receive any property under the plan. The Plaovides that each holder of an impaired
unsecured Claim in Class 3 shall receive, on adoolis Allowed Claim, its Pro Rata share of
20.5% of the New Common Stock.

(i)  Equity Interests

The Bankruptcy Code requires that either (a) eadtteln of an equity interest receive or
retain under the plan property of a value equath® greater of (i) the fixed liquidation
preference or redemption price, if any, of suclclstand (i) the value of the stock, or (b) the
holders of equity interests that are junior to aigsenting class of equity interests not receive
any property under the plan. Pursuant to the Rithdntercompany Claims shall be Reinstated,
and all Existing Equity Interest Claims shall neteive a distribution.

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 comdirom and consummation of the Plan. If the
Plan is not confirmed and consummated, the altmewto the Plan are (i) the preparation and
presentation of an alternative plan of reorganugt(ii) a sale of some or all of the Debtor’s
assets pursuant to section 363 of the Bankrupta@e(Cor (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 thebtor’s exclusive period during which

to file a plan of reorganization has expired, atheo party in interest) could attempt to formulate
a different plan. Such a plan might involve eitleereorganization or continuation of the
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Debtor’s business or an orderly liquidation of bebtor’s assets. The Debtor, however, submits
that the Plan, as described herein, enables ititerse 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 sdéem the Bankruptcy Court, after
notice and a hearing, authorization to sell thegess under section 363 of the Bankruptcy Code.
The DIP Lenders and other secured creditors waldkelyl be entitled to credit bid on any
property to which their security interests are citéal to the extent of the value of their security
interests, and to offset their Claims against tinelpase price of the property. Upon analysis and
consideration of this alternative, the Debtor doesbelieve a sale of its assets under section 363
of the Bankruptcy Code would yield a higher recgvier 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 b converted 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 cred#gan accordance with the priorities established
by the Bankruptcy Code. The effect a chapter didigtion would have on the recovery of
holders of Allowed Claims and Interests is settfant the Liquidation Analysis attached hereto
as Exhibit C.

As noted in the Liquidation Analysis, attached heras Exhibit C, the Debtor believes
that liquidation under chapter 7 would result inadler distributions to creditors and interest
holders than those provided for in the Plan becatisiee delay resulting from the conversion of
the case and the additional administrative expeasssciated with the appointment of a trustee
and the trustee’s retention of professionals thatild be required to become familiar with the
many legal and factual issues in the Chapter 1&.Cas
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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 tloére

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 sethfan 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 thasdoot otherwise vote in favor of the plan with
property of a value, as of the effective date efplan, that is not less than the amount that such
holder would receive or retain if the debtor waqeidated 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 cenassumptions discussed in the Disclosure
Statement and accompanying notes to the Liquid#icalysis.

The Liquidation Analysis sets forth an estimatedoxery for Claims and Interests upon
disposition of assets pursuant to a hypotheticalptdr 7 liquidation. As illustrated by the
Liquidation Analysis, holders of Claims in certadmimpaired Classes that would receive a full
recovery under the Plan would receive less thanllardcovery in a hypothetical liquidation.
Additionally, holders of Claims or Interests in laaged 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 Pen of a value that is less than such holder
would receive in a chapter 7 liquidation. Accoglin and as set forth in greater detail below,
the Debtor believes that the Plan satisfies thet‘beerests of creditors” test set forth in sattio
1129(a)(7) of the Bankruptcy Code.

Statement of Limitations

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

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

chapter 7 liquidation, and unanticipated events aincumstances could materially affect the
ultimate results in an actual chapter 7 liquidatidine Liquidation Analysis was prepared for the
sole purpose of generating a reasonable, good &sitimate 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. urwerlying financial information in the

Liguidation Analysis and values stated herein hasebeen subject to any review, compilation,
or audit by any independent accounting firm. laliadn, 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 figantly from the estimates stated herein,
depending on the nature and amount of claims &skelring 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 theguidation Analysis.

The Liquidation Analysis does not include estimédtes (i) the tax consequences, either foreign
or domestic, that may be triggered upon the liquotaand sale of assets, (ii) recoveries
resulting from any potential preference, fraudulenainsfer, or other litigation or avoidance
actions, or (iii) certain claims that may be eatitlto priority under the Bankruptcy Code,
including administrative priority claims under deos 503(b) and 507(b) of the Bankruptcy
Code. More specific assumptions are detailedemtites below. ACCORDINGLY, NEITHER
THE DEBTOR NOR ITS ADVISORS MAKE ANY REPRESENTATIOMR WARRANTY
THAT THE ACTUAL RESULTS OF A LIQUIDATION OF THE DEBOR WOULD OR
WOULD NOT, IN WHOLE OR IN PART, APPROXIMATE THE ESMATES AND
ASSUMPTIONS REPRESENTED HEREIN. THE ACTUAL LIQUIDADN VALUE OF THE
DEBTOR IS SPECULATIVE AND RESULTS COULD VARY MATERLLY FROM
ESTIMATES PROVIDED HEREIN.

In preparing the Liquidation Analysis, the Debtatimated 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 estites for Claims not currently asserted in the
Chapter 11 Case, but which could be asserted dmaeal in a chapter 7 liquidation, including
unpaid chapter 11 Administrative Claims and chaptadministrative claims such as wind-down
costs and trustee fees. To date, the Bankruptayt@@s not estimated or otherwise fixed the
total amount of Allowed Claims used for purposespoéparing this Liquidation Analysis.
Therefore, the Debtor’s estimate of Allowed Claises forth in the Liquidation Analysis should
not be relied on for any other purpose, includiegedmining the value of any distribution to be
made on account of Allowed Claims and Interesteutice Plan. NOTHING CONTAINED IN
THE LIQUIDATION ANALYSIS IS INTENDED TO BE OR CONSITUTES A
CONCESSION OR ADMISSION OF THE DEBTOR. THE ACTUABMOUNT OF
ALLOWED CLAIMS IN THE CHAPTER 11 CASE COULD MATERIALY DIFFER FROM
THE ESTIMATED AMOUNTS SET FORTH IN THE LIQUIDATIONANALYSIS.

Basis of Presentation

The Liquidation Analysis has been prepared assunmagthe Debtor converted its Chapter 11
Case to a case under chapter 7 of the Bankruptde @m or about September 30, 2021
(the “Liquidation Date”). It is assumed that, dretLiquidation Date, the Bankruptcy Court
would appoint a chapter 7 trustee (the “Trustee”otversee the liquidation of the Debtor’s
estate, during which time all of the assets ofl2lebtor (the “Liquidating Entity”) would be sold
and the cash proceeds, net of liquidation-relatesisg would then be distributed to creditors in
accordance with applicable law. Any remaining nash would be distributed to creditors
holding unsecured Claims, including deficiency @laithat arise to the extent of the unsecured
portion of the Allowed secured claims.

The Liquidation Analysis has been prepared assumhmagthe Debtor’s current Chapter 11 Case
converts to chapter 7 on the Liquidation Date. Tiggiidation Analysis utilizes the book values

of the Debtor’s assets and liabilities as of Sepen3, 2021 as a starting point, or more recent
values where available. The Debtor's management teelieves that the September 3, 2021
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book value of assets and certain liabilities areasonable proxy for such book values as of the
Liquidation Date. This Liquidation Analysis asswsr@perations of the Liquidating Entity will
cease and the related individual assets will bd gola rapid sale under the direction of the
Trustee, utilizing the Debtor’s resources and Hpiadty advisors, to allow for the wind down of
the Debtor’'s estate. There can be no assurantdhthdiquidation would be completed in a
limited time frame, nor is there any assurance tifatrecoveries assigned to the assets would in
fact be realized. Under section 704 of the Banlkay@ode, a trustee must, among other duties,
collect and convert the property of the estatexpeditiously as possible (generally at distressed
prices), consistent with the best interests ofigsiin-interest. The Liquidation Analysis is also
based on the assumption that accounting, treaBurgnd other management services needed to
wind down the estate continue.

Conclusion

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

Liquidation Value

Notes NetBV (09.03.2021) Est. Value

Cash and Cash Equivalents [A] 406,708,000 406,708,000 100%
Accounts Receivable 8] 492,614,000 149,562,090 30%
Expendable Parts, Materials, and Supplies (o) 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 [E] 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 [F) 900,000 720,000 80%
Right-of-Use Assets IG] 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 K] 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 SsmiEmber 3, 2021 unless otherwise noted.

[A] Cash and Cash Equivalents: Cash and cash &iguits are estimated as the sum of (a) cash
on hand as of September 3, 2021, (b) net DIP fingngroceeds as of the Liquidation Date, and
(c) forecasted September 2021 receipts.

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

[C] Expendable Parts, Materials, and Supplies: $®lrecovery has been estimated for
expendable parts, materials, and supplies, inaudirel, commissary supplies, and certain
medical supplies.

[D] Prepaid Expenses and Other Current Assets:sé@ hssets consist of prepaid and other items
that will likely be largely unrecoverable in theegw of a chapter 7 liquidation, including prepaid
rent, insurance, taxes, and other expenses thanaoetized over the applicable license, rental,
or other period. These items have been examirgididually, with accounting-related or likely
unrecoverable assets assigned recoveries of 0%a Idended basis, a 14% recovery has been
estimated for these assets.

[E] Other Property and Equipment: These assetagpilly consist of certain ground property
and improvements, computer and office equipment amwtor vehicles. A 15% blended
recovery has been estimated for these assets.

[F] Assets Held for Sale: Assets held for salemarily consist of aircraft and engines not

currently being used in the Debtor’s ordinary ceuo$ business. No recovery value has been
assigned to the accounting-based assets; an 8@Xergchas been estimated for the remaining
assets.

[G] Right-of-Use Assets: No value has been assigoethe value of the Debtor’s rights to
occupy, operate, or hold a leased asset in a hjoial.

[H] Other Noncurrent Assets: Other noncurrent tgsgerimarily include certain lease
receivables, investment properties, security démoand 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 raethe Company’s overall structure and
operations, the Debtor has assumed that no matvatizg will be recovered from investments in
affiliates in a liquidation after payment of clairas the affiliate level. Accordingly, the Debtor
has estimated a 0% recovery for such assets. Ald%aed recovery has been estimated for
Other Noncurrent Assets overall.

[1] Assumed Liquidation Costs: Liquidation expess®nsist of trustee, employee, professional,
tax, and other wind-down expenses. Liquidationicase estimated to be $25 million.

1007278268v2



21-11569-scc Doc 261 Filed 11/12/21 Entered 11/12/21 14:24:21 Main Document
Pg 122 of 134

[J] DIP Financing Claims: Represents the estimatgdtanding principal of DIP Loans as of the
Liquidation Date. The Debtor estimates a 100%verpon these claims.

[K] Secured Claims: Represents the estimate ofidhsecured claims as of the Liquidation
Date. The Debtor estimates a 40% recovery on thiEsms, with any estimated deficiency
amounts included in general unsecured claims.

[L] Administrative Expense Claims: Represents élsémate of non-DIP administrative claims
as of the Liquidation Date as contemplated by the Budget. The Debtor estimates a 100%
recovery on these claims.

[M] Priority Claims: Represents the estimate abpty unsecured employee and ticket refund
Claims as of the Liquidation Date. The Debtorraates a 99.85% recovery on these claims.

[N] General Unsecured Claims: Represents the attimf general unsecured claims as of the
Liquidation Date, including General Unsecured ChlifGeneral Unsecured Trade Claims, and
non-priority Employee Claims under the Plan. Thaeagal unsecured claims amount includes an
estimate of operating lease rejection claims. Dedtor 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 likelype followed by liquidation or the need
for further financial reorganization of the Debtwrany successor to the Debtor. In connection
with the preparation and development of the Plah fan purposes of determining whether the
Plan will satisfy this feasibility standard, thelider has analyzed its ability to satisfy its finaic
obligations while maintaining sufficient liquidignd 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 (thePfojection Period’). The Financial Projections are based on a numbe
of assumptions made by Management with respettetduture performance of the Reorganized
Debtor’s operations.

THESE FINANCIAL PROJECTIONS WERE NOT PREPARED WITA VIEW
TOWARD COMPLIANCE WITH THE GUIDELINES FOR PROSPECJIE 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 PRAGEICTIONS
IN GOOD FAITH AND BELIEVES THE ASSUMPTIONS TO BE RESONABLE, 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 CQlD 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 DISOSURE STATEMENT
AND THE ASSUMPTIONS DESCRIBED HEREIN, INCLUDING ALLRELEVANT
QUALIFICATIONS AND FOOTNOTES.

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

A. General Assumptions:
1. Methodology

Management developed a business plan for the RionePeriod based on forecasted
revenue estimates based on management’s views stoneer demand and macro trends. The
business plan reflects management’s views regaeitijyated demand for the Debtor’s services
and estimated future operating costs and capifadmditures.
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2. Emergence Date

Emergence from the Chapter 11 Case for the puspafste Financial Projections
is assumed to occur in the week ending Decembe2(®11, (the Assumed Effective Datg).

3. Operations

These Financial Projections incorporate the Debt@stimates regarding sales and
planned cost reduction initiatives reflected initlfierecasted plan for the Projection Period. The
sales estimates are based on Management’s beds éffidorecast the demand of customers for
the Company’s flight and cargo services during Rngjection Period, while taking into account
the prolonged impact of the COVID-19 pandemic. Huatual demand of customers for the
Company’s services could vary considerably from #msumptions used to prepare the
production forecast contained herein. The Compaalyikty to achieve projected cost reductions
may also vary considerably from the assumptions.

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 béskefare (including any fuel cost recapture)
plus all passenger related ancillary revenues @g@dees, change fees, gift cards, vacation
packages, insurance etc.). The revenue forecdsissd on management’s views of historical
trends, the anticipated impact of the Debtor’s tedygixpenditure plans, the anticipated impact of
future competition in the Debtor’s existing markdtsecasted trends in the aviation industry in
light of the COVID-19 pandemic, and the anticipat®gpact 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. @&ample, aviation fuel is one of the most
significant expenses for an airline. Its priceirgectly influenced by the price of crude oil, whjch
in turn, is influenced by a wide variety of macroeomic and geopolitical events beyond the
control of the Reorganized Debtor. Accordingly, ttests related projections are based on
management’s view of its relationships with its [sigrs, anticipated impact of future
commaodity prices, anticipated impact of future cedon, and the anticipated composition of
the Debtor’s future service offerings. To the extie future price of aviation fuel is higher than
the prices assumed in this Disclosure Statememtggtions, the financial performance of the
Reorganized Debtor could be materially and adveisgbacted.

3. Cash Taxes

Cash taxes include federal, state, and local taebsthe amounts are calculated based on
the Debtor’s effective tax rate applied against aggament’s projections of taxable income.
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4. Capital Expenditures

Capital expenditures incorporate spending on thét@es fleet and various leased
properties at various airports and other upkeepsc@apital expenditures are expected to range
between $65 million and $112 million during the jBovion Period.

5. Working Capital

Management determined projected working capita¢vgiuating historical accounts and
balances, and projecting forward. The projectiossume a rebound in cash collection in 2022
due to a benefit from changes to vendor paymemgemnd 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&wallion in 2024. This increase is projected
based upon management’s views on an improving reaor@mmic environment, cost cutting
initiatives, and increased investment in certautes and destinations.

7. Capital Structure and Liquidity

(a) The Financial Projections assume upon emergencea (a)
commitment for a new Secured Exit Facility in thecaint of $150 million, with a rate of 9.5%;
and (b) an unsecured Exit Facility in the amour$280 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 2023
STATEMENTS OF COMPREHENSIVE INCOME
Passenger 1,883 2.237
Cargo 166 164
~ Ancillary and Others 51 59
Total Revenues 2,101 2,461
Revenue Related Expenses 35 40
Net Revenues 2,066 2.421
Variable Selling Costs az 98
Net Revenues After Selling Costs 1,984 2,324
Passenger/Cargo Related Costs &1 1
Flight Related Costs 969 1,137
Variable Costs 1.030 1,208
*Contribution 954 1,115
Contribution Margin 45% 45%
Fleet Costs 278 287
Fixed Operating Costs 245 254
Fixed Operating Costs 523 541
Contribution Before Fleet 709 861
Contribution After Fleet and Operating Costs 430 574
M arketing Expenses 9 11
Overhead Cost 203
Other Income/{Charges) (71) (38)
Incom e/(Loss) Before Tax 147 316
Income Tax Expense / (Benefit) 1 4
Incom e/(Loss) After Tax 145 312

ther 0

prehensive Income / (Loss _ .

2024

2 361
189
B2
2,591
42
2,550
101
2,448
74
1,166
1,240
1,208

4,

294
250

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

*Contribution equals Net Revenues After Selling 8aminus Fuel, Passenger/Cargo-Related Costs, Huywitie-

Hour Maintenance, Ground Handling Charges, and ingnahd Takeoff Fees
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2022

in $ millions 2023

STATEMENTS OF FINANCIAL POSITION

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' Equity (470) (158) 221

in $ millions 2022 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 aircral - 60 -
Other Assets (8) 27) (54)
Net cash flow from investing activities (119) (67) 11 9
Payments
Claims - (6) (6)
Long-term Payable (265) (267) (269)
Liquidity Facility - (71) (71)
Lease charges of ROU assets (220) (149) (164)
Availments
Convertible debt/Exit Facility (9) (38) a7
Net cash flow from financing activities (394) (531) (4 63)
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. sTdmalysis has been prepared for the
Debtor’s sole use and is based on information plexvito Seabury by the Debtor. This valuation
was performed for the purposes of (i) evaluatirgyrdnge of potential recoveries for holders of
general unsecured claims; (ii) providing a basisthe allocation of value of the Reorganized
Debtor; and (iii) establishing an estimate of thiéial stockholders’ equity value for fresh-start
accounting. This valuation has also been undertédethe purpose of evaluating whether the
Plan meets the so-called “best interests test”useletion 1129(a)(7) of the Bankruptcy Code.

Based on the Financial Projections for 2022 sehfar Exhibit D, and subject to the
disclaimers and the descriptions of Seabury's nddlogy set forth herein, and solely for
purposes of the Plan, Seabury estimates the totetpgise value of the Reorganized Debtor to
be approximately $2,619,353,000.00 as of an AssulBftattive Date of December 31, 2021.
The total equity value, which takes into accoust tthtal 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 totalegprise 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 vatuetlfe Reorganized Debtor, Seabury: (1)
reviewed certain historical financial informatiori the Debtor for recent years and interim
periods; (2) met with certain members of the Debt@enior management to discuss the
Debtor's operations and future prospects; (3) kmeee publicly available financial data and
considered the market values of public companiesnge generally comparable to the operating
business of the Debtor; (4) considered certain @ and industry information relevant to the
Debtor's operating business; and (5) conductedh satber studies, analyses, inquiries and
investigations as deemed appropriate by Seabury.

Although Seabury conducted a review and analysith®fDebtor’'s business, operating
assets and liabilities, and business plans, Seabiiegl 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 informatias to which Seabury does not have
independent knowledge.

Seabury has relied on the Debtor's representatioh \&arranty that the Financial
Projections provided by the Debtor to Seabury @)ehbeen prepared in good faith, (2) are
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based on fully disclosed assumptions which, intlgftthe circumstances under which they were
made, are reasonable, (3) reflect the Debtor’'s tesently available estimates, and (4) reflect
the good faith judgments of the Debtor. Seabumsdwot offer an opinion as to the attainability
of the Financial Projections. The future resultshe Reorganized Debtor are dependent upon
various factors, many of which are beyond the @rdgr knowledge of the Debtor or Seabury,
and consequently are inherently difficult to projecSome of these variables are described in
Exhibit D, which discusses certain inherent undetiess in the Financial Projections. The
Reorganized Debtor’s actual future results mayedifhaterially (positively or negatively) from
the Financial Projections, and as a result, theahdbtal enterprise value of the Reorganized
Debtor may be significantly higher or lower thae #stimated range herein.

No independent evaluations or appraisals of thetd&bassets were sought or obtained
in connection with Seabury’s valuation. Seabuiy mibt conduct an independent investigation
into any of the legal, tax, pension, or accountingtters affecting the Debtor, and therefore
Seabury makes no representations as to their ingpettte 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 tfe¥ Reorganized Debtor. The following
summary does not purport to be a complete desmnipdi 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 undem#réicular circumstances. As a result, the
process involved in preparing a valuation is natlily summarized.

In performing its analyses, Seabury applied a coaipa company trading multiples
methodology. Seabury believes that, given theusigarket distortions caused by the COVID-
19 pandemic, a comparable company trading multipfethodology is the most reliable
valuation methodology currently available for theldbor and is commonly used and accepted in
the industry. Seabury’s application of the complraompany trading multiples methodology
involved identifying a group of companies whoseibhesses and operating characteristics are
generally similar to the Reorganized Debtor’'s opens. A comparable company analysis
estimates enterprise value based on a comparistie (dfubject company’s actual and projected
financial statistics with those actual and projdciieancial statistics for similar publicly-traded
companies. Criteria for selecting comparable meanpanies for this valuation include, among
other relevant characteristics, similar lines ofibasses, business risks, growth prospects,
maturity of businesses, market presence, size,saaté of operations. From a review of the
trading multiples for this group of selected congiées, Seabury then developed a valuation
multiple to apply to the Financial Projections teride an implied enterprise value for the
Reorganized Debtor’s operations.

In arriving at its valuation estimate, Seabury diot consider any one factor to the
exclusion of any other factors, but instead usedaorable judgment as to the relative relevance
of such factor. Accordingly, Seabury believes ttafinalyses and views must be considered as
a whole and that selecting portions of its analysed factors could create a misleading or
incomplete view of the processes underlying th@gration of this valuation.
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C. Valuation Considerations

This valuation is based upon information availatde 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 andlliictuate with changes in factors affecting the
financial conditions and prospects of such a bssineFor purposes of this valuation, Seabury
has assumed that no material changes that wowdtafélue will occur between the date of this
Disclosure Statement and the Assumed Effective .DBteents and conditions subsequent to the
date of this Disclosure Statement, including but lmited to updated projections, as well as
other factors, could have a substantial impact upenReorganized Debtor’s value. Neither
Seabury nor the Debtor has any obligation to updatese, or reaffirm this valuation.

This valuation also reflects a number of assumptiomcluding a successful
reorganization of the Debtor’s business and finange timely manner consistent with the Plan
and the Restructuring Term Sheet, achieving thectsts reflected in the Financial Projections,
maintaining a minimum amount of cash required terafe the Debtor’s business, certain market
conditions, and the Plan becoming effective in adance with its terms on a basis consistent
with the estimates and other assumptions discubsegin. Among other things, failure to
consummate the Plan in a timely manner may havatarmally negative impact on the enterprise
value of the Reorganized Debtor.

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, giieg interest rates; conditions in the
financial markets; the anticipated initial secestiholdings of prepetition creditors, some of
which may prefer to liquidate their investment estthan hold it on a long-term basis; and other
factors that generally influence the prices of sities. Actual market prices of such securities
also may be affected by the Chapter 11 Case orthgr dactors not possible to predict.
Accordingly, the total enterprise value ascribethis analysis does not purport to be an estimate
of the post-reorganization market trading valuéhef Reorganized Debtor or its securities. Such
trading value may be materially different from thatal enterprise value associated with
Seabury’s valuation analysis. As further descriimetthe Disclosure Statement, the Reorganized
Debtor is expected not to be obligated to file pubéports or disclosures. There can be no
assurance that any trading market will developtlfier New Common Stock. The estimates of
value for the Reorganized Debtor do not necesseeflgct the values that may be attainable in
public or private markets. Furthermore, in therdéuwbat the actual distributions in the Chapter
11 Case differ from those the Debtor assumed imet®very analysis, the actual recovery of
Holders of Claims in Impaired Classes could bei@gantly higher or lower than estimated by
the Debtor.



21-11569-scc Doc 261 Filed 11/12/21 Entered 11/12/21 14:24:21 Main Document
Pg 133 of 134

EXHIBIT F

Organizational Chart
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