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INFORMATION UPDATE 
April 13, 2012 

 

The Aveos CCAA Process 
Payroll Payment Order 

 
 
As we previously told you, a Court order was issued on April 5, 2012, dealing with the payment 
of wages owing to Aveos employees in relation to work performed before Aveos filed for 
protection under the Companies’ Creditors Arrangement Act (“CCAA”). 
 
A copy of the order is included at the end of this document and can also be read on the 
Monitor’s website at http://cfcanada.fticonsulting.com/aveos, where all the Court documents 
can be found. 
 
A number of press articles have been printed that do not accurately describe the order. 
Please take your information from this document and the Court Order itself. 
 
The order has the following key terms: 
 
1. Aveos must pay, on or before April 21, 2012, all pre-filing unpaid wages owing to 

employees.  
 

Aveos owes approximately $5.8 million in unpaid wages that were earned before it filed 
for CCAA protection on March 19, 2012. 

 
The amount that will be paid out under this order is the regular payroll cheque that you 
would have received for work performed before the filing. 

 
The payment will not cover other amounts that are also owing to you, such as vacation 
pay, time bank, notice and severance pay. 
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2. The payment that is made will count as a payment towards the $2,000 “super-priority” 
under the Bankruptcy and Insolvency Act (“BIA”) and the CCAA. 

 
Under bankruptcy and insolvency laws, most debts owed to employees are “unsecured”, 
meaning that secured creditors (those who have lent money with a right to recover 
against specific assets, similar to a mortgage on a house) are paid first.  However, under 
both the BIA and the CCAA there is an exception to this rule for up to $2,000 per 
employee owed for unpaid wages (“unpaid wages” under these laws includes amounts 
owed for vacation and overtime pay, but not for notice and severance pay). This $2,000 
is given a “super-priority”, which means that employees are entitled to receive $2,000 of 
unpaid wages before the secured creditors can collect their money. 

 
The order in this case is designed to give secured creditors an assurance that money 
paid to employees now, rather than at the end of the process, would still count towards 
the $2,000 priority. Without this assurance, the secured creditors would have waited to 
the end of the process to make any payment ― something they were legally entitled to 
do. 

 
3. The order does not prejudice employees’ rights against directors and insurers. 
 

This provision was not in the original motion. It was added by the Court following 
the representations of counsel. 

 
What is the effect of the order for employees? 
 
1. The order facilitates a payment to employees now instead of at the end of the process. 

The order is designed so that no employee will be left with lower recovery than if the 
company and secured lenders had refused to make payment of pre-filing debts until or 
after the close of the CCAA proceedings.  

  
2.  Employees who are owed more than $2,000 on the pre-filing payroll (most union 

members are in this group) will be paid all of their outstanding wages, not just $2,000 
as some press articles have stated. This means that this group will receive monies now 
in excess of the $2,000 legal entitlement that they can claim in priority to secured 
creditors in insolvency or bankruptcy proceedings.  

 
According to Aveos and the Court-appointed Monitor, this payroll payment will cost 
the Company about $860,000 more than a payment of $2,000 per employee would cost. 

  
3.  Employees owed less than $2,000 in pre-filing payroll will still be able to claim the super-

priority up to $2,000 (remember that the super-priority applies to vacation and overtime 
pay owed, but not to notice and severance). 
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4. All employees still have an unsecured claim in the insolvency or bankruptcy for any and 
all remaining amounts that Aveos owes them. 

 
5. The IAM and all employees still have a right to negotiate for a resolution in this 

proceeding that would see employees paid additional amounts by any party through 
a Plan of Arrangement or otherwise. 

 
6. The original motion materials filed by Aveos (which you may have seen) dealt with the 

Wage Earner Protection Program (WEPP). This government program is intended to 
reimburse employees for unpaid wages (including salary, vacation, severance and 
termination pay). It applies in a bankruptcy or receivership context. As matters stand 
now, the WEPP is not applicable because a CCAA proceeding is not one of those 
situations.  

 
 The Company was initially trying to protect the government by asking the Court to order 

that $2,000 of the payment made would count towards the $3530 cap on government 
payments under the WEPP. The reason for this is that, once the government pays out 
through the WEPP, the government can then assert the rights held by the employee to 
try to recover money from the bankrupt or secured creditors. After discussions with the 
counsels for the Union, Aveos and the government, the motion request was changed 
and the final order DOES NOT affect any claims by employees that might later be made 
under the WEPP. The order now provides only that the $2,000 will count towards the 
super-priority for the government as well as for employees. The Court was advised by 
Aveos counsel that this meant that the WEPP program would apply as it normally does 
― with employees able to recover additional claims up to the cap of $3530. The 
government through its counsel agreed to this revised order. 

 
Payment date 
 
We have been advised by the Aveos Chief Restructuring Officer that payment for pre-filing 
wages owed will be made in the normal manner by direct deposit by April 21, 2012. 

 

 
Chuck Atkinson 
President and Directing General Chairperson 
District 140, IAMAW 
 

/mcb  
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