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VI RG N AUSTRALI A HOLDI NGS, LTD

PROCEEDI NGS

THE COURT: Good afternoon. This is Judge Lane.

We're here for a tel ephonic hearing in the United States
Bankruptcy Court for the Southern District of New York for the
4 o' clock calendar, which is on for a recognition hearing in
the Chapter 15 case, Virgin Australia Holdings Limted, case
nunber 20-11024.

The Court has been holding quite a few tel ephonic
hearings over these |ast couple of nonths, and so I'll start
with a couple of sort of tips of things that we've | earned over
t hose nonths, which is, one, is that sonetines people are on
nmut e because we're all sharing workspace, and that's perfectly
fine and appropriate. Just nmake sure to doubl echeck before you
speak that you unmute yourself, unless you nmay give an
i npassi oned and el oquent speech on behal f of your client and
not be heard.

Secondly, | will do ny best to pass the figurative
speaki ng m crophone to each party in turn just to avoid the
probl emof -- as nuch as we can, of talking over one another
And certainly, if you expect to hear from sonmebody who's either
a client or a nmenber of your team feel free to do the sane
just so we can have an orderly presentation as possible.

And | ast, but not least, in this tine of COVID 19, |
hope all of you and your famlies are safe and sound, and |

appreciate all of your cooperation in connection w th holding
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VI RG N AUSTRALI A HOLDI NGS, LTD

t hese hearings telephonically rather than in our normal way in
person. Again, telephonic seens to be working reasonably well
usi ng Court Solutions, but it's not perfect, and it works as
well as folks really allowit to, and it's been working very
wel |, so thank you very nuch for your assistance and
cooperation in doing that and all the accommpdations that are
i nvol ved with that.

So with all that, let ne get appearances from counse
for the foreign representatives of the foreign debtors in this
case.

MR QURESHI : Good afternoon, Your Honor. This is
Abid Qureshi, Akin, Gunp, Strauss, Hauer & Feld on behal f of
the foreign representatives of Virgin Australia Holdings. And
along with ne today is ny partner, Renee Dail ey.

THE COURT: Al right. Good afternoon. |Is there
anyone el se who is on the tel ephone who wi shes to announce
their appearance at this tinme?

MR WRI GHT: Yes, Your Honor. Derek Wight from Fol ey
& Lardner, on behalf of creditor, Arlines Reporting
Cor poration

THE COURT: Al right. Good afternoon

Anyone el se who wi shes to nake an appearance?

All right. | see that those are all the fol ks who |
woul d expect to nmake an appearance based on the dashboard with

Court Solutions. | see there are a nunber of other parties who

eScribers, LLC | (973) 406-2250
operations@scribers.net | ww. escribers. net




© 00 N oo o A~ w NP

N NN N NN R PR R R R R R R R
O » W N B O © O N o 00 M W N B O

VI RG N AUSTRALI A HOLDI NGS, LTD

are listen-only, and obviously that's perfectly fine.

But with that, | will turn it back over to counsel for
the debtors to wal k us through their request for recognition

MR QURESH : Thank you very nuch, Your Honor. Again,
for the record, Abid Qureshi of Akin Gunp on behalf of the
foreign representatives. And before | begin, if | could just
confirmthat the foreign representative and our declarant, M.
Sal vatore Algeri can hear nme and that we can hear hin? So if |
could just ask M. Algeri to acknow edge that he can hear us
clearly?

MR ALCERI: Yes, | can hear you.

MR QURESHI : Terrific. Gkay. Wth that, Your Honor
if I may begin? M. Ageri is joining us on the line during
his early nmorning, Friday norning in Mel bourne. As Your
Honor's aware from our papers, he is one of four foreign
representatives that have been appointed by the Australian
court in this matter.

Your Honor, first I would like to thank Your Honor and
Your Honor's staff for hearing this matter telephonically. |
certainly hope that we can soon be back at One Bow ing Green to
do this in person, but appreciate the Court working with us to
do this telephonically and also to do so at this relatively
| at e hour here, given the tine zones with Australia.

I'd also like to thank the Ofice of the United States

Trustee. In advance of the filing of the verified petition and
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VI RG N AUSTRALI A HOLDI NGS, LTD

the other pleadings, we did get a chance to run those by the
U S Trustee's Ofice, which we, of course, appreciated.

As Your Honor will note, there have been no objections
filed to the relief that we are seeking today. W did,
yesterday, file an anmended form of recognition ordered,
together with the redline, indicating the changes, and I wll
explain to the Court what we did there. That was to resolve an
I ssue raised by M. Wight's client, Airline Reporting
Corporation, but we are pleased that we have an uncontested
heari ng.

| also want the Court to be aware that we have done
everything, and nore than we think we are required to do to
ensure as broad a notice as possible of these proceedi ngs.

Your Honor, we served all of the papers on all of the known
trade venders and enployees in the United States on the
trustees for the various bond issuances. And in addition to
that, Deloitte, in their capacity as adm nistrators for Virgin
Australia, has a website with a specific page to which we post
all of the Chapter 15 filings. And so this hearing today, and
all of the pleadings, have, indeed, been w dely publicized.

So, Your Honor, with that background, what | woul d
propose to do, unless, of course, the Court would prefer to
proceed differently, is to first provide a brief background on
the voluntary adm nistration proceedings in Australia and

expl ai n why we have sought Chapter 15 relief here in the United
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VI RG N AUSTRALI A HOLDI NGS, LTD

States.

And, secondly, walk briefly through the requirenents
for recognition of a foreign main proceeding and why we believe
t hose requirenments have been satisfied here.

THE COURT: Al right, that sounds fine with ne,
counsel . Pl ease proceed.

MR QURESH : Thank you, Your Honor. Your Honor, the
Virgin Australia G oup owns and operates three donestic
Australian Airlines, Virgin Australia, Virgin Australia
Regional Airlines, and Tigerair, in addition to one
International commercial airline, which is Virgin Australia
I nternational Airlines.

The Virgin Australia G oup has a donestic narket share
in Australia of approximately thirty-eight percent, and before
the onset of this crisis, Your Honor, they operated
approxi mately 132 aircrafts.

Your Honor, there are a total of thirty-eight foreign
debtors in these Chapter 15 proceedings. Al of those debtors
are incorporated in Australia. Al of them have the sane
regi stered office, which is Virgin Australia's corporate
headquarters in Brisbane, Australia.

It will come as no surprise to Your Honor that Virgin
Australia, like pretty much every other airline in the world,
has been severely inpacted by the COVI D-19 pandem ¢, which has

had the result, unfortunately, of pretty nuch grinding its
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operations to a virtual halt.

Since the quarantine and ot her stay-at-honme orders in
Australia and around the world, Virgin Australia's operations
have been limted to flights that have been ordered by the
Australian government in order to transport essential workers,
to carry freight, and to help with the repatriation of
Australian citizens who are abroad and who wish to return hone.

Your Honor, prior to the COVID 19 pandemc, Virgin
Australia operated daily flights between Sydney, Australia and
its U S hub in Los Angeles, as well as nmultiple weekly flights
bet ween Los Angel es and Mel bourne. Since the onset of the
pandem ¢ and since the commencenent of the voluntary
adm ni stration proceedings in Australia, Virgin Australia has
continued to operate flights to Los Angel es, approxi mately one
flight a week between Brisbane and Los Angeles, as well as
bet ween Mel bourne and Los Angel es. And again, those flights
are presently for the limted purpose of repatriating
Australian citizens. In addition to that, Virgin Australia
continues to operate cargo-only flights between Australia and
LAX.

And, Your Honor, in addition to its flight operations
inthe US., Virgin Australia also has aircraft and aircraft
parts service here in the United States. It currently has four
of its leased aircraft at a maintenance facility in Nashville,

Tennessee.
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In addition, the foreign debtors maintain bank
accounts in the United States. Qut of a total workforce of
approxi mately 10,000, the nunber of enployees in the US. is
mnimal. It's only about eight. And as one woul d expect for
an airline, there are nunmerous trade vendors in connection with
Its operations at LAX Airport.

Your Honor, with respect to its capital structure, the
Virgin Australia Goup has two significant funded debt
obligations. One is a secured debt in aircraft finance
facility in the approxi mate amount of $2.25 billion Australian
dollars, and in addition to that, unsecured note facilities
totaling approximately $2 billion Australian dollars. And it
is those latter two unsecured notes issuances, which are both
governed by New York | aw, and have the Bank of New York Mel | on
as the indenture trustee.

Wth that overview of the foreign debtors, Your Honor
I will next move to a brief overview of the proceedings in
Australia. Your Honor, the boards of directors of each of the
forei gn debtors adopted resol utions concluding that each of the
foreign debtors would or was |ikely becone insolvent and shoul d
t herefore appoint admnistrators.

There are four joint and several adm nistrators that
have been appoi nted, and those are M. Vaughan Strawbridge, M.
Ri chard Hughes, M. John Geig, and our declarant, M.

Sal vatore Al geri.
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Your Honor, the adm nistrators were appointed on Apri
the 20th of this year and commenced the voluntary
adm ni stration shortly thereafter for all of the foreign
debtors, with the exception of one entity, which was not put
into admnistration until approximately one week |ater.

Your Honor, as we set forth in the verified petition,
we provi ded general overview of the Australian Corporations Act
and the insol vency procedures thereunder, as well as the duties
of the admnistrators under that act. | don't intend, unless
Your Honor has any questions, to go through any of that detail
here, other than to note that the Australian Federal Court in
Sydney, where these voluntary admnistration proceedi ngs are
pendi ng, has general supervisory jurisdiction over the
vol untary adm ni stration

Your Honor, copies of the instrunents of appointnent
of the admnistrators, as well as reports evidencing the
comrencenent of the Australian proceedings, were attached to
the verified petition that we filed and also referred to in M.
Al geri's declaration.

Your Honor, the comencenent of the voluntary
adm ni stration proceedings in Australia did result in an
automatic noratoriumon the rights of creditors up to, anong
ot her things, take any action or continue any suits against the
foreign debtors or their properties.

Your Honor, in light of the significant amount of New
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York | aw governed debt, in addition to the ongoi ng operations
that |'ve described here in the United States, the

adm ni strators determned that it would be wise to file a
Chapter 15 petition, which we did on April the 29th, in order,
principally, to have the benefit of the automatic stay while
the adm nistrators work through the process in Australia, which
Il will later describe inalittle nore detail

Your Honor, where things currently stand is that the
adm ni strators have convened the first neeting of creditors,
which is an initial step in an Australian voluntary
adm ni stration proceedings. And at that neeting, a body called
a comttee of inspection was forned. That consists of
thirty-five creditor representatives, including unions, secured
creditors, trade creditors, bondhol ders, as well as the Bank of
New York in its capacity as trustee.

Your Honor, the admi nistrators, together with their
financial advisors at Houli han Lokey and Morgan Stanley, and
their Australian counsel at Clayton Uz, have commenced a
wel | - publicized sale process for the Virgin Australia Goup. A
data room has been established. Many interested parties have
engaged with the adm nistrators and their advisors. And the
adm ni strators have proposed a sale tine table that
contenpl ates binding offers being submtted by June the 12th,

t hough that deadline is subject to being noved based upon the

circunstances in Australi a.
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So, Your Honor, 1'm happy, of course, to take
questions at any point as to the status of things in Australia,
but with that overview, | intended next to nove onto the
requi renents for recognition and why we believe they are
satisfied here.

THE COURT: Al right. | don't have any questions at
this point, and | certainly, having had the privilege of
presiding over a few airline cases here in the U S, and one in
Chapter 15, can understand the anmount of stress that COVID 19
woul d place on an entity like these entities, and | guess al so
a couple of the Australian fires that took place earlier in the
year. So with that, | think we can turn to recognition.

MR QURESH : Geat. Thank you, Your Honor. Your
Honor, it is obviously inportant to the adm nistrators and,

i ndeed, to the government of Australia, on whose behalf Virgin

Australia is currently operating its flights to the U S., that

they avoid any disruption that woul d be caused by any creditors
that m ght seek to take action in the U.S.

So turning first to Bankruptcy Code Section 109(a),
whi ch courts in this district have applied to determne
eligibility to conmence a Chapter 15 petition, we think the
Virgin Australia Group clearly satisfies the requirenent of
having sufficient property in the United States. |'ve
descri bed the intangi ble property in the formof the bond

i ssuances, in addition to the bank accounts and the aircraft.
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And, Your Honor, we cite the case | aw at pages 13
through 15 of the verified petition, but I think there are
certainly nore than sufficient connections to the United States
to make the Virgin Australia G oup proper Chapter 15 debtors.

And so with that, Your Honor, | turn next to
Bankruptcy Code Section 1517, and why we believed that the
proceedings in Australia nmeet the bankruptcy code definition of
being a foreign main proceedi ng.

And agai n, Your Honor, the -- we go through the case
| aw at sonme length in the verified petition. But, Your Honor,
we don't think there's any doubt here that Australia is the
center of main interests under Bankruptcy Code Section 1502(4)
for a nunber of reasons.

First, the corporate headquarters of Virgin Australia
Goup, as | nentioned, are in Brisbane. Australia is the place
of incorporation of all of the Chapter 15 debtors. It is where
deci sion-nmaking is controlled from It is the principle place
of business of these debtors. It is the site of a majority of
their assets, and it is also the |ocation where the principle
adm ni strative functions, such as accounting and financi al
reporting and the |ike are conducted from

Finally, Your Honor, the Chapter 15 proceedi ngs have
been conmenced by a duly authorized foreign representative as
required by Section 1517 of the Bankruptcy Code. As set forth

in M. Algeri's declaration, the admnistrators were duly
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appoi nted by board resol utions and subsequently enpowered by
the Australian Corporations Act to take control over the
foreign debtors' businesses, property, and assets. Your Honor
has certified copies of the relevant adm nistrative papers that
conmmence these proceedings, as well.

And of course, lastly, and | don't think I need to
dwell on this, there is no public policy reason in the United
States that woul d counsel against recognition of an Australian
proceeding. As Your Honor will see fromthe details in the
verified petition, the duties of the voluntary adm nistrators
and the general nature in which those proceedings are run is,
in many crucial respects, not that different fromour own
bankruptcy reginme here in the United States.

So with that, Your Honor, | wanted to turn briefly to
t he amended order that we filed on the docket yesterday. And,
Your Honor, if | could refer -- it's docket nunber 11 for the
record, and | think it mght be easiest to refer to the redline
that we attached, which is at page 11 of 16 of the --

THE COURT: | have that -- | have that in front of ne,
counsel . Thank you very nuch

MR. QURESHI : Thank you, Your Honor. So the redline
contains a nunber of what | would sinply describe as cl eanup
and typographi cal changes. | think the only substantive change
is in paragraph 9, which appears on page 14 of 16 of the

redline. And as Your Honor will see, this paragraph was added
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to resolve an issue that was raised by M. Wight's client, the
Airlines Reporting Corporation. | wll describe briefly what
we are trying to achieve with this |anguage, and M. Wi ght

w Il no doubt correct ne should I get any of it wong.

Your Honor, at a general level, his client, ARC,
processes bookings for Virgin Australia nmade with travel agents
here in the United States. So ARC and Virgin Australia are
signatories to a carrier services agreenent. It was inportant
to Virgin Australia that the foreign debtors continue to have
access to the ARC systemand continued to be able to settle
transactions with U S. travel agents during the pendency of
t hese Chapter 15 proceedi ngs.

So what this additional paragraph makes clear, Your
Honor, is that the foreign debtors will continue to reinburse
ARC for any ticket refunds that are issued and processed by
ARC, as Your Honor woul d i magi ne the volune of refunds, given
the cessation of regular operations, is quite |arge.

And that ARC shall not be permtted to set off any
post-adm ni strati on amounts owing by Virgin Australia to ARC
agai nst any post-petition payables fromthe foreign debtors to
ARC, or against any amounts that are held by ARC as collateral.

Your Honor, fromthe foreign debtors' perspective,
this provision is inportant in that it nmakes clear that ARC
shall not suspend Virgin Australia fromthe ARC system or

require the posting of any further collateral as a result of
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the voluntary adm nistration or of these Chapter 15 proceedi ngs
before first seeking authority to do so fromthis Court.

So with that, Your Honor, why don't | just pause
quickly and see if M. Wight has anything to add with respect
to the additional paragraph in the proposed order?

MR WRI GHT: Thank you. This is Derek Wight, Your

Honor, on behalf of Airlines Reporting Corporation. That was

an accurate -- an accurate summary of the purpose and the
resulting | anguage. This was -- you know, we've done this in
previous cases out of an -- out of an abundance of caution to

ensure that both parties can continue operating.

Under the Carrier Services Agreement in the ordinary
course of business, both sides put certain protections in here
so that we believe there's no issue with the automatic stay or
otherwise, and that's clear, but it just provides that al
rights are protected to continue operating under the agreenent
in the ordinary course.

THE COURT: Al right, thank you very much

MR, WRI GHT: Thank you

THE COURT: Anything else fromDebtor's counsel in
support of recognition?

MR QURESH : So, Your Honor, just one |ast
adm nistrative matter, which is just to -- | would like to nove
into evidence for purposes of this recognition hearing, M.

Al geri's declaration. He is on the line and, of course,
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avail abl e to answer any questions that the Court or any other
parties-in-interest may have.

THE COURT: Al right. Any party wsh to be heard in
connection with that request to receive that declaration, which
I's Docket Number 3?

Al right. [I'mhappy to receive it, and | appreciate
M. A geri dialing in fromhis side of the world, given the
time difference, and | was happy to accommodate as a hearing
for 4 o' clock to nmake it possible that -- for himto attend.
So that is received into evidence.

(M. Algeri's declaration was hereby received into
evi dence as Debtor's Exhibit 3, as of this date.)

MR QURESHI : Terrific.

THE COURT: Anything el se, counsel?

MR QURESHI : So Your Honor, other than to point out,
Your Honor, that we, again, think that requirements for
recognition of the Australian proceedings as a foreign nmain
proceeding are satisfied here. Your Honor, in light of the
ongoi ng sale process in Australia, it is not entirely clear
when, and in exactly what formwe nmay need to cone back to this
court for further relief.

And so assum ng Your Honor is inclined to grant the
relief we seek today, | would propose that we, at the Court's
pl easure, either schedule a status conference for maybe four

weeks out or, if the Court would prefer, we could also sinply
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file a witten status report on the docket, as well.

THE COURT: Al right. Thank you.

Al right. So let ne attend to first things first,
am happy to grant recognition here. | whol eheartedly agree
that the requirements for recognition are satisfied here and
are in fact satisfied easily. The debtors are eligible for
Chapter 15 relief. They satisfied Section 109(a) as that has
been interpreted by the Second Grcuit here with both the
i ndentures as well as the bank accounts, aircraft, and
equi prent .

And noving on to the main event, the Australian
proceedi ngs shoul d be recogni zed as foreign nmain proceedings.
They are, in fact, foreign proceedi ngs under the statute an
applicable case law. They also qualify as foreign main

proceedi ngs, given everything in the record here. They have

been conmenced by a duly authorized foreign representative, and

they also satisfy the nore technical requirements of Bankrupt
Code Section 1515.

And finally, | can easily conclude that recognition
here is not contrary to U.S. public policy, whichis, in fact
a fairly high hurdle to serve as a disqualifying factor, but
I's not even inplicated here.

| also find that the proposed formof order is
appropriate, including the additional paragraph that's been

provi ded and was filed on the docket in advanced to today's
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hearing, and | appreciate counsel filing that early. It gives
me a chance to take a | ook at these things, so thank you so
much.

And so again, | know these orders traditionally go
through the -- all the requirenents for recognition, but since
the Court has an independent duty to assess these, even in the
absence of an objection, | always like to put at |east an
abbrevi ated version of the requirenents and how they're
satisfied on the record, but I won't bel abor the point, given
all the facts and circunstances here.

So -- and last, but not least is the schedule. W're
happy to schedul e sonmet hing, save you fromhaving to wite a
witten status report. It usually seenms that the status
conference is preferable. But so what | would just suggest in
the COVID- 19 environnent, the -- so the sinplest way to do this
is just to email ny chanbers and ny courtroom deputy, Liza
Ebanks, will be in touch about getting you the date that you
need. And if for some reason you think it's preferable to
subnmit a status report, you can |let us know that, as well, but
certainly I'"mhappy to give you a date if that's your preferred
nmet hod of touching base.

MR, QURESHI : Thank you, Your Honor. | think that is
our preferred nethod. | will remain optimstic and hope that
in approxi mately four weeks' time, we can be back at One

Bowing Geen, but if not, we will certainly be pleased to do
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It by phone again.

THE COURT: Al right. Yeah, and | think, at |east
speaking for nyself, | recognize this is a rapidly changing
environnent and we seemto get additional guidance or thoughts
about what's happening in this country on a fairly regularly
basis, and they're sonetimes not always on the sane page, but
particularly given New York's -- how central it's been to
COvID-19, | don't anticipate we're going to reopen for regular
busi ness anyti ne soon.

To the extent that any party needs sonething that's
evidentiary, that's really going to be, | think, the thing
where we're going to put our heads together to figure out how
to do that, although I know at |east one of ny colleagues in
this court, has done an evidentiary hearing renotely and that
has been successful, so | just pass that along just to the bar
for sort of future reference in this case and other cases that
you may be working on. But certainly, in ternms of hearings
that we can handle tel ephonically, until there's, | think,
maybe a little nore gui dance or wi sdom or significant changes,
| think we're going to be doing -- contenplating doing things

t el ephonical ly.

So -- but again, we're here for whatever you need, and
i f you have some unusual issues that cone up that may be -- you
have suggestions about ways to tweak procedures, I'mcertainly
happy to hear it and we'll figure it out as the need ari ses.
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MR QURESHI : Well, thank you very much, Your Honor
We certainly appreciate the Court's flexibility.

THE COURT: Al right. Wth recognition concl uded,
anything el se that we need to address here this afternoon?

MR QURESH : Nothing further fromthe foreign
representatives, Your Honor.

THE COURT: Al right. Thank you.

Anyt hing further fromany other party?

Al right, hearing nothing further, the Court is
adjourned, and I'Il so order the record to the extent that
that's hel pful, but obviously, what | would ask is just email
us, to the extent you haven't already, a copy of the |atest
version of the order. That's a little easier to work with the
format, rather than trying to pull it off the docket -- the PDF
off the docket, so we'll get that entered shortly.

MR QURESH : We will do so inmediately. Thank you
Your Honor.

THE COURT: Thank you very much. Have a good day and
stay safe, all.

MR QURESHI : Likewi se. Thank you

MR, WRI GHT: Thank you

(Wher eupon t hese proceedi ngs were concl uded at 4:35 PM
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