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Court File No.:12-CV-9757-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C.
1985, C.C-36, AS AMENDED

AND IN THE MATTER OF ALLIED SYSTEMS HOLDINGS, INC., ALLIED SYSTEMS
(CANADA) COMPANY, AXIS CANADA COMPANY AND THOSE OTHER COMPANIES

LISTED ON SCHEDULE “A” HERETO

APPLICATION OF ALLIED SYSTEMS HOLDINGS, INC. UNDER SECTION 46 OF THE
COMPANIES’ CREDITORS ARRANGEMENT ACT, R.S.C. 1985, C.C-36,

AS AMENDED

SEVENTH REPORT 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

JUNE 24, 2013

1.0 Introduction

1. 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. (“Black Diamond/Spectrum”) 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”).

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

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 Driveaway 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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are collectively referred to as the “Chapter 11 Debtors” or “Allied Group”),
including Allied Systems (Canada) Company (“Allied 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”.

3. 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”, and together with the U.S. Court, the “Courts”) 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”).

4. 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 were recognized; and d) Duff & Phelps
Canada Restructuring Inc. (“D&P”) was appointed as the Information Officer
(the “Information Officer”).

5. This report (“Report”) is filed by D&P in its capacity as Information Officer.

1.1 Purposes of this Report

1. The purposes of this Report are to:

a) Provide background information about Allied Group;

b) Summarize motions brought by Allied Group before the U.S. Court
and the relief granted by the U.S. Court on June 19, 2013;

c) Discuss the priority of the First Lien Facility (as defined below) as
determined pursuant to procedures in the Chapter 11 Proceedings
and the implications on the liens attaching to Canadian assets of
Allied Group; and
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d) Recommend that this Honourable Court make orders2:

 Recognizing the Replacement DIP Order;

 Discharging the Existing DIP Lenders’ Charge and granting
super-priority status to the Replacement DIP Lenders’
Charge upon the advance of funds by the Replacement DIP
Lender and the repayment of the Existing DIP Facility; and

 Recognizing the Bidding Procedures Order.

1.2 Currency

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

1.3 Restrictions

1. 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

1. 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 Canada.

2. 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.

2
Capitalized terms are defined below.
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3. Allied Group’s operations are centralized from its head office located in
Atlanta, Georgia. Allied Group employs approximately 1,835 individuals,
including approximately 425 active employees and independent contractors
in Canada3. Approximately 90% of Allied Group’s active Canadian
employees are members of either the International Brotherhood of
Teamsters or the National Automobile, Aerospace, Transportation and
General Works Union of Canada unions.

4. Further background concerning Allied Group was provided in the affidavit of
Scott Macaulay, Senior Vice President and Chief Financial Officer of Allied
Systems US, sworn June 11, 2012 (“Macaulay Affidavit”) and the
Information Officer’s previous reports (“IO Reports”). The Macaulay
Affidavit, the IO Reports 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 Replacement DIP Order

1. Pursuant to Orders made on June 12, 2012 and July 12, 2012 (“Financing
Orders”), the U.S. Court approved a debtor-in-possession (“DIP”) facility
from Yucaipa American Alliance Fund II, LLC, as agent, and Yucaipa
Leveraged Finance, LLC and CB Investments, LLC, as lenders (“Existing
DIP Lenders”) (“Existing DIP Facility”) with a $20 million limit and granted a
charge against Allied Group’s assets (“Existing DIP Lenders’ Charge”).

2. This Court recognized the Financing Orders on June 13, 2012 and July 16,
2012, respectively, and also granted a super-priority charge on the Chapter
11 Debtors’ Property (as defined in the Supplemental Order) in Canada.

3. Pursuant to the Existing DIP Facility, substantially all of Allied Group’s
assets (“Assets”) are encumbered in favour of the Existing DIP Lenders.

4. In January, 2013, the Existing DIP Lenders increased the amount available
under the Existing DIP Facility to $22 million pursuant to an amendment to
the Existing DIP Facility (“DIP Amendment”). The DIP Amendment was
approved by an Order of the U.S. Court on February 1, 2013.

5. The Existing DIP Facility expires and is repayable on June 30, 2013.

3
The number of active Canadian employees varies by season.
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6. Allied Group requires additional funding to continue to operate and to
complete a sale of its business and assets.

7. As set out in Mr. Macaulay’s affidavit sworn May 29, 2013, Allied Group and
Rothschild Inc. (“Rothschild”), Allied Group’s financial advisor, approached
ten parties to extend or replace the Existing DIP Facility. All of the parties
required a charge in priority to Allied Group’s first lien credit facility (“First
Lien Facility”) and second lien credit facility (“Second Lien Facility”, together
with the First Lien Facility, the “Facilities”) owed by Allied Group to its
lenders4. Black Diamond/Spectrum did not consent to subordinate the
Facilities to a third party lender. Accordingly, Allied Group and Rothschild
negotiated a replacement DIP facility of up to $33.5 million with Black
Diamond/Spectrum and other lenders (collectively, the “Replacement DIP
Lenders”), subject to various conditions.

8. As set out in the Information Officer’s Sixth Report to Court dated June 18,
2013, on May 31, 2013, the U.S. Court was scheduled to hear motions by
Allied Group (“Motions”) to approve:

a) A replacement DIP credit facility to be provided by the Replacement
DIP Lenders of up to $33.5 million. The purpose of the facility was
to replace, in full, the Existing DIP Facility and to provide Allied
Group with further liquidity; and

b) A stalking horse sale process in which the stalking horse bidder was
to be an entity formed by Black Diamond Commercial Finance, LLC
and Spectrum Commercial Finance LLC, in their capacities as “Co-
Administrative Agents” under the First Lien Facility.

9. Objections to the Motions were filed by: (i) Teamsters National Automobile
Transporters Industry Negotiating Committee, (ii) General Motors Holdings
LLC and related entities; (iii) the Official Committee of Unsecured Creditors
(“Committee”); and (iv) Yucaipa American Alliance Fund I, L.P. and related
entities (“Yucaipa”).

10. Due to the objections of Yucaipa and the Committee, the Motions were not
granted by the U.S. Court on May 31, 2013. Allied Group, Yucaipa, Black
Diamond/Spectrum and the Committee subsequently met (including at a
formal mediation) to attempt to reach a consensual agreement on the form
of the Motions.

4
At the commencement of the Chapter 11 Proceedings, Allied Group owed approximately $244 million and

$30 million in principal under the First Lien Facility and Second Lien Facility, respectively.
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11. On June 13, 2013, Allied Group filed the following amended materials
(“Amended Materials”) with the U.S. Court seeking an order or orders for:

a) a modified replacement DIP facility agreement to be provided by the
Replacement DIP Lenders (“Replacement DIP Facility”); and

b) modified Bid Procedures, including provisions for an auction to be
held for Allied Group’s assets without a stalking horse bid (“Bid
Procedures”).

12. The Replacement DIP Facility:

a) Repays the Existing DIP Facility in the amount of $20 million1;

b) Provides Allied Group with up to $11.5 million of incremental
liquidity;

c) Is repayable, at the latest, on December 31, 2013, subject to certain
earlier repayment provisions;

d) Allows Allied Group to avoid potential defaults under the Existing
DIP Facility; and

e) Is subject to priority similar to the Existing DIP Facility.

13. Concurrent with, and as a condition of, the execution of the Replacement
DIP Facility, Allied Group agreed to the Bidding Procedures and an auction
process, as described in Section 4 below.

14. The Replacement DIP Facility is conditional on, among other things:

a) The U.S. Court making an order approving the Replacement DIP
Facility (the “Replacement DIP Order”) and this Court recognizing
the Replacement DIP Order;

b) The Courts granting a charge in favour of the Replacement DIP
Lenders against Allied Group’s assets, including the assets of the
Canadian Debtors (“Replacement DIP Lenders’ Charge”); and

c) The U.S. Court making an order approving the Bidding Procedures
(“Bidding Procedures Order”) and this Court recognizing the Bidding
Procedures Order.

1
Represents the amount drawn under the Existing DIP Facility.
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15. The Amended Materials were supported by Black Diamond/Spectrum and
the Committee.

16. Yucaipa objected to the Amended Materials. As part of its objection,
Yucaipa submitted its own bid procedures and replacement DIP agreement
for the U.S. Court’s consideration.

17. On June 19, 2013, the U.S. Court made the Replacement DIP Order and
granted the Replacement DIP Lenders’ Charge. As discussed below, the
U.S. Court also granted the Bidding Procedures Order.

3.1 Information Officer’s View

1. In assessing the reasonableness of this Court recognizing the Replacement
DIP Order and granting the Replacement DIP Lenders’ Charge, the
Information Officer considered the following:

a) This Court has recognized the Chapter 11 Proceedings as foreign
main proceedings.

b) The Existing DIP Facility is not large enough or of sufficient duration
to meet Allied Group’s financing requirements. Allied Group’s
internal projections reflect that additional liquidity is required beyond
the expiry of the Existing DIP Facility and without additional funding,
Allied Group may cease to operate;

c) The Replacement DIP Facility is to be secured by, among other
assets, the same Canadian assets as the Existing DIP Facility and
that security is to have the same rank as the Existing DIP Facility;

d) The U.S. Court heard and considered extensive submissions on the
financial terms of the Replacement DIP Facility; and

e) The Canadian Debtors are financed, indirectly, pursuant to the
Existing DIP Facility and are guarantors of the Existing DIP Facility.
All of Allied Group’s assets, including substantially all of the assets
of the Canadian Debtors, are secured by the Existing DIP Facility.

2. The Replacement DIP Order does not treat Canadian stakeholders any
differently than U.S. stakeholders and, as a result, the Information Officer is
not aware of any additional objections that are uniquely applicable to
Canada and were not raised and disposed of in the Chapter 11
Proceedings.
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3.2 First Lien Security

1. The validity and enforceability of the First Lien Facility was confirmed
pursuant to an Order issued by the U.S. Court on July 12, 2012 (the “Final
Financing Order”). A copy of the Final Financing Order is provided in
Appendix “B” to this Report.

2. Paragraph 12(b) of the Final Financing Order provided for an “objection
period” relating to the First Lien Facility pursuant to which any objections of
non-Debtor parties-in-interest (other than the Committee or the petitioning
creditors) would have to be brought on or before the later to occur of:

a) 75 days after the “Consent Date” (being June 10, 2012); and

b) 60 days after the formation of the Committee (being June 19, 2012).

3. Accordingly, objections were required to be brought by no later than August
24, 2012. Other than an action by the Committee against Yucaipa
(“Yucaipa Action”) with respect to the enforceability of Yucaipa’s share of
the First Lien Facility, no objections were made. The result is that the U.S.
Court’s findings on the validity of the First Lien Facility as set out in
paragraph D of the Final Financing Order are final and binding on all parties
(subject to the Yucaipa Action). This has been confirmed in the
Replacement DIP Order.

4. The Final Financing Order was recognized by the Court pursuant to an
Order made on July 16, 2012 (“July 16th Order”); however, the provisions
dealing with the validity and enforceability of the security relating to the First
Lien Facility have not previously been addressed directly by this Court. All
parties on the Canadian service list were provided with copies of the July
16th Order and the Final Financing Order. The Information Officer is not
aware of any objections to the validity or enforceability of the first lien
security in Canada by any party, including the Committee, which has been
active in this matter. To the extent that interested parties in Canada have
questions regarding this matter, they may direct those questions to counsel
for the Foreign Representative or the Information Officer.
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4.0 Sale Process

4.1 Bidding Procedures

1. On June 19, 2013, the U.S. Court made the Bidding Procedures Order.

2. The key provisions of the Bidding Procedures Order include the following
(all capitalized terms not defined herein have the meanings provided to
them in the Bidding Procedures Order)5:

a) All bids must be received by August 8, 2013 at 5:00 p.m. EST (“Bid
Deadline”)6;

b) Prospective purchasers will be provided with a form of asset
purchase agreement, which will be filed by Allied Group with the
U.S. Court;

c) Qualified Bidders must meet the following criteria: (i) deliver an
executed confidentiality agreement; (ii) deliver financial information
and credit-quality support for their ability to consummate the
transaction; (iii) determination by Allied Group, in its discretion, that
the Potential Bidder will submit a bona fide offer for the Assets; and
(d) submit a Qualified Bid on or before the Bid Deadline;

d) Qualified Bids must:

i. contemplate a cash purchase price equal to at least an amount
sufficient to satisfy the Replacement DIP Facility and to fund
Allied Group’s post-closing wind-down budget and provide for
the assumption of the Assumed Liabilities;7

ii. include a deposit of 10% of the aggregate value of the Qualified
Bidder’s bid;

iii. include a purchase agreement in a form acceptable to Allied
Group;

5
Reference should be made to the Bidding Procedures for complete terms.

6
The agent under the First Lien Facility is not required to submit a bid by the Bid Deadline in order to

participate in the auction.

7
This requirement will not apply to a Potential Bidder that submits a Written Offer for less than substantially all

of the Assets, provided however that such Potential Bidder’s bid will not be designated as a Qualified Bid,
unless Allied Group receives one or more other Written Offers, to acquire non-overlapping assets that, in
aggregate, meet the minimum bid requirements.
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iv. to the extent a Qualified Bidder includes non-cash consideration
as part of its Written Offer, no later than seven (7) business days
before the Bid Deadline, the Qualified Bidder must (i) identify the
form(s) of non–cash consideration included in the Written Offer,
or that may be included in a subsequent Qualified Bid; (ii)
provide the methodology for valuing the non-cash consideration
and supporting documentation; and (iii) provide detailed term
sheets with respect to the material terms of the non-cash
consideration;

v. to the extent a Qualified Bidder includes non-cash consideration
as part of its Written Offer, the Qualified Bidder must obtain
consent from: (i) the majority of First Lien Lenders that are not
participating in the Written Offer, if a First Lien Lender is a
participant in a Written Offer; or (ii) the Requisite Lender, if any
party other than a First Lien Lender submits a Written Offer.
The determination of the Requisite Lenders8 can only be made
by agreement between Black Diamond/Spectrum and Yucaipa
or by the U.S. Court at or prior to the Sale Hearing; and

vi. contain certain other requirements provided for in the Bidding
Procedures;

e) The Prepetition First Lien Agents, acting at the direction of the
Requisite Lender, are automatically deemed to be a Qualified
Bidder and can credit bid all or a portion of the obligations owing
under the First Lien Facility, provided however that a Written Offer
meets the Qualified Bid requirements (other than those specified in
this Report in Section 4.1 d (iv) and (v) above). No other Lender
under the First Lien Facility will be entitled to credit bid its portion of
the obligations under the First Lien Facility;

f) If there is only one Qualified Bid submitted by the Bid Deadline and
the Prepetition First Lien Agents do not intend to submit a Qualified
Bid at or prior to the Auction, Allied Group will request at the Sale
Hearing that the U.S. Court approve the sole Qualified Bid;

g) If one or more Qualified Bids are received, an Auction will be held
on August 14, 2013, at 12:00 p.m. EST at the offices of Allied
Group’s counsel in Delaware. The Information Officer is permitted
to attend the Auction;

8
As set out in the Information Officer’s Fifth Report to Court dated April 11, 2013 (“Fifth Report”), the

determination of the Requisite Lender under the First Lien Facility is subject to litigation. Further information
on the litigation is provided in the Fifth Report, which is attached as Appendix “A”.
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h) The Auction will begin with the Opening Bid, being the highest or
otherwise best Qualified Bid, and shall proceed thereafter in
increments of at least $500,000;

i) Allied Group and its advisors will determine the Successful Bid.
Allied Group will also determine which Qualified Bid, if any, should
serve as the “Backup Bid”;

j) The Bidding Procedures Order establishes a process for the
assumption and assignment of contracts, agreements and leases
(“together, the “Contracts”) by a Successful Bidder (“Assignment
Process”). In this regard, Allied Group is to serve a Cure Notice by
no later than July 15, 2013, on the non-debtor parties to all potential
Assumed and Assigned Agreements to be assigned to the
Successful Bidder. The Cure Notice will list the potential Assumed
and Assigned Agreements and the Cure Amounts, if any, as well as
the objection process. Allied Group is to seek U.S. Court approval
to assign the Contracts at the Sale Hearing, described below. The
Assignment Process is to apply to the Chapter 11 Debtors, including
the Canadian Debtors. Canadian contract counterparties will have
the opportunity to participate at the Sale Hearing; and

k) There shall be a Sale Hearing before the U.S. Court on August 22,
2013, at 1:00 p.m. EST. The Information Officer has been advised
that if the U.S. Court makes an Order approving the Successful Bid,
the Foreign Representative will seek recognition by this Court as
soon as practicable after the Sale Hearing.

4.2 Information Officer’s View

1. The U.S. Court has entered the Bidding Procedures Order after hearing
extensive submissions by Allied Group and its stakeholders. The Bidding
Procedures Order is not prejudicial to Canadian stakeholders and does not
treat Canadian stakeholders any differently than U.S. stakeholders. Based
on the foregoing, it is the Information Officer’s view that recognizing the
Bidding Procedures Order is appropriate.
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5.0 Conclusion

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

2. The Information Officer respectfully recommends that this Honourable
Court make orders granting the relief detailed in Section 1.1 of the 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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