
DOCSTOR: 2446436\2

First Report to Court of Duff & Phelps
Canada Restructuring Inc. as Information
Officer of Allied Systems Holdings, Inc.,
Allied Systems (Canada) Company, Axis
Canada Company and those other
companies listed on Schedule “A” hereto

July 11, 2012



Duff & Phelps Canada Restructuring Inc. Page 1

Contents Page

1.0 Introduction..........................................................................................................1

1.1 Purposes of this Report ....................................................................................2

1.2 Currency ..........................................................................................................3

1.3 Definitions ........................................................................................................3

1.4 Restrictions ......................................................................................................3

2.0 Background .........................................................................................................3

2.1 Business Overview...........................................................................................3

3.0 Canadian Debtors’ Activities ................................................................................4

4.0 Final Orders.........................................................................................................4

5.0 Cash Management ..............................................................................................7

6.0 Priority for Charges..............................................................................................7

7.0 Overview of the Information Officer’s Activities ....................................................9

8.0 Conclusion.........................................................................................................10

Appendices Tab

Orders .................................................................................................................... A

Clean and Blackline Version of Final Wages Order ................................................. B

Clean and Blackline Version of Final Insurance Order ............................................ C

Clean and Blackline Version of Final Critical Vendors Order ................................... D

Clean and Blackline Version of Final Customs Duties, Warehousemen, Common

Carriers and Cargo Claims Order ........................................................................... E

Clean and Blackline Version of Final Utilities Service Order .................................... F

Clean and Blackline Version of the Amended Sales and Use Tax Order .................G



Duff & Phelps Canada Restructuring Inc. Page 1
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July 11, 2012

1.0 Introduction

On May 17, 2012, involuntary petitions were filed by BDCM Opportunity Fund II,
LP, Black Diamond CLO 2005-1 Ltd. and Spectrum Investment Partners, L.P.
against Allied Systems Holdings, Inc. (“Allied Systems US”) and its subsidiary,
Allied Systems, Ltd. (L.P.) (“ASL”) pursuant to Chapter 11 of Title 11 of the United
States Code (“Chapter 11”) (“Involuntary Petitions”) in the United States
Bankruptcy Court for the District of Delaware (“U.S. Court”).

On June 10, 2012, voluntary petitions were filed with the U.S. Court for relief under
Chapter 11 by several subsidiaries of Allied Systems US (“Subsidiaries”)1 (Allied
Systems US, ASL and the Subsidiaries are collectively referred to as the “Chapter

1
The U.S. subsidiaries are: Allied Automotive Group, Inc.; Allied Freight Broker LLC; Axis Areta, LLC; Axis

Group, Inc.; Commercial Carriers, Inc.; CT Services, Inc.; Cordin Transport LLC; F.J. Boutell Driveway LLC;
GACS Incorporated; Logistic Systems, LLC; Logistic Technology, LLC; QAT, Inc.; RMX LLC; Transport
Support LLC; and Terminal Services LLC. The Canadian subsidiaries are Allied Systems (Canada) Company
and Axis Canada Company.
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11 Debtors” or “Allied Group”), including Allied Systems (Canada) Company
(“Allied Systems Canada”) and Axis Canada Company (“Axis Canada”) (jointly, the
“Canadian Debtors”). In connection therewith, Allied Systems US and ASL
consented to the Involuntary Petitions. The cases commenced or consented to by
the Chapter 11 Debtors in the U.S. Court are herein defined as the “Chapter 11
Proceedings”.

The Chapter 11 Debtors were granted ancillary relief under Part IV of the
Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the
“CCAA”) pursuant to an Order of the Ontario Superior Court of Justice (“Court”)
dated June 12, 2012 (the “Initial Order”) and a Court Order dated June 13, 2012
(the “Supplemental Order”, and together with the Initial Order, the “Orders”).
Copies of the Orders, including a Court Order amending the Supplemental Order,
all without attachments, are provided in Appendix “A”.

Pursuant to the Orders, inter alia: a) the Chapter 11 Proceedings were recognized
as a “foreign main proceeding” pursuant to Part IV of the CCAA; b) Allied Systems
US was appointed as Allied Group’s foreign representative (“Foreign
Representative”); c) certain orders made by the U.S. Court dated June 12, 2012
(the “First Day Orders”) were recognized; and d) Duff & Phelps Canada
Restructuring Inc. (“D&P”) was appointed as information officer (the “Information
Officer”).

This report (“Report”) is filed in D&P’s capacity as Information Officer.

1.1 Purposes of this Report

The purposes of this Report are to:

a) Provide background information about Allied Group;

b) Provide information with respect to the Foreign Representative’s request
for:

 the recognition of Final Orders and the Amended Sales and Use Tax
Order (defined below) ;

 certain ancillary relief in respect of Allied Group’s cash management
system; and

 the granting of a “priority” charge to the Administration Charge and the
DIP Lender’s Charge (as defined in the Supplemental Order); and

c) Summarize the activities of the Information Officer.
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1.2 Currency

All currency references in this Report are to United States dollars, unless otherwise
noted.

1.3 Definitions

Certain capitalized terms used in this Report and not otherwise defined herein
have the meanings ascribed to them in the affidavit of Scott Macaulay, Senior Vice
President and Chief Financial Officer of Allied Systems US, sworn July 11, 2012
(“July Macaulay Affidavit”).

1.4 Restrictions

In preparing this Report, the Information Officer has relied upon unaudited financial
information prepared by Allied Group’s representatives, Allied Group’s books and
records and discussions with its representatives. The Information Officer has not
performed an audit or other verification of such information. The Information
Officer expresses no opinion or other form of assurance with respect to the
accuracy of any financial information presented in this Report, or relied upon by the
Information Officer.

2.0 Background

2.1 Business Overview

Allied Group is primarily engaged in the “car-haul” business, being the transport by
specially designed tractor trailers of vehicles, such as automobiles, sport-utility
vehicles and light trucks, from manufacturing plants, ports, auctions, and railway
distribution points to automobile dealerships in the United States and Canada. In
Canada, this business is conducted by Allied Systems Canada.

Allied Group also operates a logistics business which, among other things,
arranges for and manages vehicle distribution services, automobile inspections,
auction and yard management services, vehicle tracking, vehicle accessorizing,
and dealer preparation services for the automotive industry in the United States
and Canada, and provides yard management services in Mexico. In Canada, this
business is conducted by Axis Canada.
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Allied Group’s operations are centralized from its head office located in Atlanta,
Georgia. Allied Group employs approximately 1,835 individuals, including
approximately 461 active employees in Canada 2 . Approximately 390 active
Canadian employees are members of the International Brotherhood of Teamsters
or the Canadian Auto Workers’ unions.

Further information concerning Allied Group’s background is provided in the
affidavit of Mr. Macaulay sworn June 11, 2012 (“Macaulay Affidavit”) and in the
Report to Court of D&P as Proposed Information Officer dated June 11, 2012
(“Proposed IO Report”). The Macaulay Affidavit, the Proposed IO Report and other
materials filed with the Court in the Canadian proceedings are available on D&P’s
website at www.duffandphelps.com/restructuringcases. Information regarding the
Chapter 11 Proceedings is posted on the “Restructuring News” portion of Allied
Group’s website at www.alliedautomotive.com.

3.0 Canadian Debtors’ Activities

The Information Officer has met with and corresponded with representatives of the
Canadian Debtors. The Information Officer understands that Allied Group’s
operations, including those of the Canadian Debtors, have continued in the
ordinary course and without significant disruptions since the Chapter 11
Proceedings commenced.

In response to a request from one of the two unions representing certain of the
Canadian Debtors’ employees, the Canadian Debtors confirmed the proposed
treatment of their collective agreements in the context of these proceedings.

4.0 Final Orders

Pursuant to the Supplemental Order, the Court recognized the First Day Orders
(certain of which were granted on an interim basis) made by the U.S. Court. The
First Day Orders are appended to the Supplemental Order and are briefly
described in the Proposed IO Report.

The Chapter 11 Debtors filed motions with the U.S. Court seeking the entry of final
orders (“Final Orders”) to amend or supplement relief already provided in those
First Day Orders that were granted on an interim basis. With the exception of the
Final Financing Order (discussed below), the U.S. Court entered the Final Orders
on July 10, 2012. The Foreign Representative will be seeking an Order on July 16,
2012 for the Court to recognize certain of the Final Orders relevant to the Canadian
Debtors.

2
Allied Systems Canada and Axis Canada employ 449 and 12 individuals, respectively.



Duff & Phelps Canada Restructuring Inc. Page 5

The Final Orders (other than the Final Financing Order) as well as versions
(“Blackline Versions”) of the Final Orders compared to the First Day Orders
previously recognized by the Court are provided in Appendices “B” through “F”.

The applicable Final Orders the Foreign Representative will be seeking this Court
to recognize are as follows:

 Final Wages Order - authorizes payment of wages, payroll taxes, certain
employee benefits and related expenses due prior to the commencement of
the Chapter 11 Proceedings, and other compensation to employees,
owner-operators and independent contractors;

 Final Insurance Order - authorizes Allied Group to continue its insurance
programs;

 Final Critical Vendors Order - authorizes, but does not direct, Allied Group
to pay certain pre-filing claims of critical vendors (“Critical Vendors”) and
grants certain other related relief;

 Final Customs Duties, Warehousemen, Common Carriers and Cargo
Claims Order - authorizes Allied Group to pay pre-filing obligations arising
before the commencement of the Chapter 11 Proceedings for customs
duties, common carrier claims, warehousemen claims and cargo claims
and authorizes Allied Group to honor certain pre-filing cargo claims and
authorizes financial institutions to honor and process cheques and transfers
related to such claims;

 Final Utilities Service Order - determines adequate assurance of payment
for future utility services; and

 Final Financing Order - authorizes Allied Group to obtain secured DIP
financing. The Foreign Representative will file this order with the Court
upon its entry by the U.S. Court following a motion to be heard on July 12,
2012 and will compare it to the interim Financing Order.
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The relatively few minor changes in the Final Orders compared to the
corresponding First Day Orders include3:

 Final Wages Order - an increase in the maximum amount authorized to be
paid in the aggregate for Employee Obligations from $10.5 million to
$15.5 million and the amount authorized for payments of pre-filing
Employee Obligations to any individual employee (with the exception of
payments for Employee Obligations due to Union Employees and
compensation due to owner-operators under Union Agreements) was set at
$11,725;

 Final Insurance Order - an increase from $1 million to $2.5 million for the
maximum amount permitted for payments for specified obligations due prior
to the commencement of the Chapter 11 Proceedings;

 Final Critical Vendors Order – an increase from $800,0004 to $1.1 million
for the payment of Critical Vendor claims and a determination that if a
Critical Vendor accepts payment for its claim(s) and thereafter fails to
extend credit on terms substantially the same as, or better than, those
provided before commencement of the Chapter 11 Proceedings, such
payment will be deemed an unauthorized transfer and will be recoverable
by Allied Group;

 Final Customs Duties, Warehousemen, Common Carriers and Cargo
Claims Order – an increase from $2 million to $3.5 million for the payment
of specified obligations for customs duties, common carriers,
warehousemen and cargo service providers. Certain dispute mechanisms
are also included; and

 Final Utilities Service Order – no significant changes.

Allied Group has also filed a motion with the U.S. Court to be heard on July 12,
2012 seeking an amendment to the Sales and Use Tax Order (“Amended Sales
and Use Tax Order”). The U.S. Court had issued the Sales and Use Tax Order on
a final, rather than interim, basis on June 12, 2012. The Amended Sales and Use
Tax Order contemplates an increase for the maximum aggregate permitted for
payments for sales and use taxes from $180,000 to $280,000. A copy of the
proposed Amended Sales and Use Tax Order and a comparison of it to the Sales
and Use Tax Order is provided in Appendix “G”. The Foreign Representative will

3
Certain capitalized terms are as defined in the Final Orders.

4
The limit in the interim Critical Vendor Order was increased from $500,000 to $800,000 pursuant to an

amended order made by the U.S. Court on June 22, 2012. Recognition by the Court of the increase in the
amended order was not sought by the Foreign Representative.
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file this order with the Court upon its entry by the U.S. Court and will identify any
further changes, if any.

It is the Information Officer’s view that the Final Orders and the Amended Sales
and Use Tax Order are necessary for the continued operation of Allied Group’s
business as a going concern. The Information Officer is of the view that the Court’s
recognition of these orders is appropriate in these circumstances.

The Information Officer understands that the proposed Final Financing Order will
include, among other things, an increase from $10 million to $20 million for the
aggregate principal amount of permitted borrowing under the DIP Loan, which is
consistent with the funding sought by Allied Group upon commencement of the
Chapter 11 Proceedings. The Information Officer will review any other significant
revisions to the Final Financing Order, and if necessary, will advise the Court on
the return of this motion of its views on those changes.

5.0 Cash Management

The Canadian Debtors’ banking functions are carried out primarily by The Bank of
Nova Scotia (“BNS”) (the “Canadian Cash Management System”). BNS is not a
lender to Allied Group. The Canadian Debtors wish to continue utilizing BNS’s
banking services and have agreed to indemnify BNS for any liability it may incur
from any third party by virtue of providing and operating the Canadian Cash
Management System in accordance with BNS’s practices and procedures
established before the commencement of the Chapter 11 Proceedings (“BNS
Indemnification”).

The general arrangements related to Allied Group and its various cash
management service providers are set out in the Cash Management Order.

The Foreign Representative is seeking an order from the Court that provides for
the BNS Indemnification. The Information Officer is of the view that the requested
relief is appropriate in these circumstances as it avoids any disruptions in the
Canadian Debtors’ cash management and does not prejudice any parties.

6.0 Priority for Charges

Pursuant to the Supplemental Order, the Administration Charge and the DIP
Lender’s Charge (the “Charges”) rank in priority to the existing security interests
created pursuant to the First Lien Credit Facility (“First Facility”) and the Second
Lien Credit Facility (both as defined in the Macaulay Affidavit and together, the
“Facilities”). As Allied Group was unable to provide notice to all potentially affected
parties at the time the Foreign Representative sought the Orders, the Foreign
Representative did not seek priority for the Charges over other trusts, liens,
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charges and encumbrances, claims of secured creditors or otherwise (collectively,
“Encumbrances”).

As the Foreign Representative advises that proper notice has now been given to all
known parties with potential Encumbrances, the Foreign Representative is seeking
to amend the Supplemental Order such that the Charges be granted priority status
and rank ahead of the Facilities and the Encumbrances, including any deemed
trusts created under Provincial pension legislation, other than:

a) Encumbrances, if any, that are valid, perfected by registration or
possession, non-avoidable and senior to the Encumbrances securing the
First Facility as of the date of the Final Financing Order (as defined in the
Foreign Representative’s draft form of Order); and

b) The Carve-Out (as defined in the draft Final Financing Order and generally
includes certain professional fees associated with the Chapter 11
Proceedings).

The Information Officer believes that the relief being sought is appropriate
because5:

 The Canadian Debtors’ operations are integrated with and centrally
managed and controlled by the US-based Chapter 11 Debtors, from their
head office in Georgia;

 The Canadian Debtors are financed, indirectly, pursuant to the Facilities in
place with the US-based Chapter 11 Debtors. The Canadian Debtors are
guarantors of the Facilities. All of Allied Group’s assets, including
substantially all of the assets of the Canadian Debtors, are secured by the
Facilities;

 As it relates to the Canadian Debtors, funding from the DIP Facility is
required to, among other things, pay employees in the ordinary course,
operate and maintain the trailer fleet, insure assets and fund these
proceedings. The Canadian Debtors’ business would be disrupted and its
viability jeopardized without the continued benefit of the DIP Facility. DIP
financing will allow the business to continue to operate while Allied Group
attempts to find a going-concern solution for its business;

 Allied Group is dependent on the DIP Facility to fund its operations and
these proceedings. The DIP Lender has advised that it requires the
proposed priority status in respect of the DIP Lender’s Charge. The

5
Some of these reasons were included in Section 4.2 of the Proposed IO Report.
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Canadian Debtors are reliant on the US-based Chapter 11 Debtors to
operate their business, including all material management functions;

 Based on the advances made under the Facilities compared to the
Information Officer’s understanding of the approximate value of Allied
Group’s business and assets, the Information Officer is of the view that in
these circumstances there will be no prejudice to the Canadian unsecured
creditors of Allied Group if the Court grants the proposed Order;

 The granting of priority status to a DIP Lender’s charge and an
administration charge has become common in CCAA proceedings; and

 If the order is not granted, the DIP Lender may be reluctant or unwilling to
make continued advances under the DIP Facility, which would impair the
continued operation of Allied Group’s business as a going concern thus
significantly impairing value for stakeholders.

7.0 Overview of the Information Officer’s Activities

The Information Officer’s activities since the date of the Initial Order have included
the following:

 Reviewing the Canadian Debtors’ operations during the proceedings,
including corresponding with the Canadian Debtors’ management;

 Attending at Allied Systems Canada’s premises to discuss with
management its operations and relationships with stakeholders;

 Corresponding with representatives of Axis Canada;

 Corresponding with Rothschild Inc., Allied Group’s financial advisor in
connection with its review of Allied Group’s business and assets;

 Reviewing correspondence between Allied Group and the DIP Lender and
between Allied Group and certain lenders subject to the Facilities;

 Arranging for the placement of a Notice of Recognition Order on June 19,
2012 and June 25, 2012 in The Globe and Mail (National Edition), pursuant
to the Initial Order;

 Staying apprised of matters in the Chapter 11 proceedings;

 Filing the requisite CCAA forms with the Office of the Superintendent of
Bankruptcy;
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 Responding to creditor inquiries regarding the Chapter 11 Proceedings and
CCAA proceedings

 Reviewing certain financial and other

 Placing on its website copies of materials filed in these proceedings;

 Drafting this Report;

 Corresponding frequently with
counsel; and

 Addressing all other matters pertaining to the administration of these
proceedings.

8.0 Conclusion

Based on the foregoing,
sought by the Foreign Representative is reasonable.

Additionally, the Information Officer requests that this Honourable Court approve
activities detailed in

All of which is respectfully submitted,

DUFF & PHELPS CANADA RESTRUCTURING INC.
IN ITS CAPACITY AS INFORMATION OFFICER OF
ALLIED SYSTEMS HOLDINGS, INC., ALLIED SYSTEMS (CANADA) COMPANY, AXIS
CANADA COMPANY AND THOSE OTHER
HERETO AND NOT IN ITS PERSONAL CAPACITY

Duff & Phelps Canada Restructuring Inc.

Responding to creditor inquiries regarding the Chapter 11 Proceedings and
CCAA proceedings;

Reviewing certain financial and other information;

Placing on its website copies of materials filed in these proceedings;

Drafting this Report;

Corresponding frequently with the Foreign Representative’s
and

Addressing all other matters pertaining to the administration of these
gs.

Based on the foregoing, it is the Information Officer’s view that the relief being
sought by the Foreign Representative is reasonable.

Additionally, the Information Officer requests that this Honourable Court approve
in this Report.

* * *

All of which is respectfully submitted,

DUFF & PHELPS CANADA RESTRUCTURING INC.
IN ITS CAPACITY AS INFORMATION OFFICER OF
ALLIED SYSTEMS HOLDINGS, INC., ALLIED SYSTEMS (CANADA) COMPANY, AXIS
CANADA COMPANY AND THOSE OTHER COMPANIES LISTED ON SCHEDULE “A”
HERETO AND NOT IN ITS PERSONAL CAPACITY
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Responding to creditor inquiries regarding the Chapter 11 Proceedings and

Placing on its website copies of materials filed in these proceedings;

Foreign Representative’s Canadian

Addressing all other matters pertaining to the administration of these

view that the relief being

Additionally, the Information Officer requests that this Honourable Court approve its

ALLIED SYSTEMS HOLDINGS, INC., ALLIED SYSTEMS (CANADA) COMPANY, AXIS
COMPANIES LISTED ON SCHEDULE “A”
















































































































































