Aviation
How we can help in
distressed situations
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Our aviation restructuring practice
The gravity-defying historic run of the bull market is over, but nobody predicted the cause
would be a global pandemic that within weeks eliminated up to 70 percent of airline operating
revenue. The aviation industry has never faced such an existential threat to its financial
viability in every market in the world. We know first hand. We were there in the postderegulation tumult of the 1980s; the rollercoaster of the high-yield market in the 1990s and
early 2000s; the post-9/11 devastation; the flourishing loan and public offering markets in the
mid-2000s; and the recent foreclosures, restructurings and industry consolidations. We’ve
helped airlines, creditors, suppliers and manufacturers, lessors, airports, private equity firms,
and financial institutions through the best and worst of times.
Our global restructuring and insolvency team is led by experienced lawyers ideally placed to
advise on domestic and multi-jurisdictional transactions, ranging from out-of-court
restructurings to formal insolvency proceedings across the globe. We are renowned for
achieving successful resolutions of the most complex and challenging matters, our
collaborative and pragmatic attitude, and our solutions-based approach to transactions — and
for our exceptional commitment to clients.
Aviation sector restructurings pose unique issues, including union negotiations, political
instabilities, fuel prices, nationalism, foreign exchange, highly mobile assets, natural
disasters, and terrorism. It’s a cyclical and seasonal industry that is particularly prone to a
precarious supply chain, mismanagement and poor decisions, which are exacerbated by a
reverse working capital cycle.
But aviation, indeed every industry, has never confronted the challenges the COVID-19 crisis
presents today. We offer a unique team with a key skill that will be fundamental in resolving
these new challenges: imagination informed by extensive aviation experience to deliver
creative solutions that don’t overcomplicate the issues.

We advise on the full spectrum of issues
that may arise in distressed aviation
matters, including:
•
•
•
•
•
•
•
•
•
•

•
•
•
•
•
•
•
•
•
•

Chapter 11
Out-of-court restructurings
Debt capacity
Capital structure alternatives
Asset-backed securitizations
Pre-delivery payments
Aircraft lease restructuring
Lessor rights
Repossessions
Airport-based issues, including
passenger facility charges
Cape Town Convention
Non-payment insurance
Supply chain disruption and equipment
supplier support
Liquidity options
Valuation analysis
Regulatory obligations
Liability management
Distressed acquisitions and divestitures
Key Employee Incentive Programs and
Key Employee Retention Programs
Boeing 737 MAX exposure
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Exceptionally global: on six continents our restructuring practice serves clients from 21 of Hogan Lovells’ network of 45+ offices

Asia Pacific
Beijing
Hanoi
Ho Chi Minh City

Hong Kong
Jakarta*
Perth
Shanghai
Shanghai FTZ*

Americas

Singapore
Sydney
Tokyo

Baltimore
Boston
Colorado Springs
Denver

Ulaanbaatar*

Houston
Los Angeles
Louisville

Mexico City
Miami
Minneapolis
Monterrey

Europe, Middle East, and Africa

New York

Alicante

Northern Virginia

Philadelphia
San Francisco

São Paulo
Silicon Valley

Washington, D.C.
Offices in our network with restructuring and insolvency capbilities

Amsterdam

Frankfurt
Hamburg

Birmingham
Brussels
Budapest*

Johannesburg
London
Luxembourg

Dubai

Madrid
Milan

Düsseldorf

Moscow
Munich
Paris
Riyadh*

Rome
Warsaw
Zagreb*

What clients say about our aviation finance and restructuring practices

“

What really distinguishes them is their client service; we are treated like their only client. They have great
focus, their timing is great and they get things turned around quickly.”
Chambers USA: Bankruptcy/Restructuring, 2019

“

All members of the team are a pleasure to work with and all complement each other in terms of skill sets. They
are particularly strong on deal management…. Robert and his team are extremely capable when it comes to
meeting deadlines and are excellent deal managers..”
Legal 500 UK: Transport Finance and Leasing, 2020

“

A client commends "the level of detail they can indulge in, while at the same time keeping the big picture in
front of us," further noting the team's "extensive knowledge of the regulations and their ability to guide us
when we lack the relevant information.”
Chambers USA: Transportation: Aviation: Regulatory, 2019
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Our continuity of quality in restructuring and insolvency: recent awards and recognition
In just the last three years we worked on restructuring and insolvency deals that won over
20 industry awards and commendations for their significance and innovation:
•

Restructuring Deal of the Year, ILFR Europe Awards (2020)

•

Restructuring Deal of the Year, LatinFinance (2019)

•

Debt and Equity-Linked Deal of the Year, IFLR Americas (2019)

•

Innovation in Cross-Border Restructuring and Insolvency, Global Restructuring Review (2019)

•

Highly Commended in Managing Complexity and Scale, Financial Times (2019)

•

Large Restructuring Deal of the Year (over US$500 million), M&A Atlas Turnaround Awards (2019)

•

Restructuring Deal of the Year, IFLR Asia-Pacific Awards (2019)

•

Restructuring Deal of the Year (two awards), IFLR Europe Awards (2019)

•

Deal of the Year, CEE Legal Awards (2019)

•

Finance Deal of the Year: Insolvency and Restructuring, The Asian Lawyer Awards (2019)

•

Structured Finance and Securitization Deal of the Year, IFLR Europe Awards (2018)

•

Restructuring Deal of the Year, The Deal (2018)

•

Cross Border Turnaround Deal of the Year (Over US$5 billion), Turnaround Atlas Awards (2018)

•

Restructuring Deal of the Year (France), Magazine des Affaires (2018)

•

Industrials Deal of the Year (Over 100M), The M&A Advisor Awards (2018)

•

Healthcare/Life Sciences Deal of the Year, The M&A Advisor Awards (2018)

•

SEC.363 Sale of the Year ($250m - $500m), M&A Advisor Turnaround Awards (2017)

Our restructuring team is uncommonly
global, but more important is our
continuity of quality. In 17 jurisdictions
our restructuring practice is led by
lawyers recognized by Chambers Global
as the best in their market, making us #1
in the world by that measure.
Firm

Jurisdictions ranked

Hogan Lovells

17

Allen & Overy

17

Linklaters

16

Jones Day

16

Clifford Chance

15

2019

COVID-19 Case study: Norwegian Air Shuttle recapitalization
Returning to financial stability in the midst of the COVID-19 pandemic
Our role

Resolution

Hogan Lovells partner Robert Fugard represented Norwegian in the restructuring of the majority of the its aircraft operating
leases.
We advised on the recapitalization of Norwegian Air Shuttle ASA as part of an advisory team including Norwegian law firm
BAHR and specialist airline financial adviser Seabury Securities. The recapitalization involved the conversion of approximately
US$912 million of the Company's aircraft operating lease obligations into shares and perpetual convertible bonds, the conversion
of approximately US$360 million of the Company's bond debt into shares and convertible bonds and the issuance of
US$40,249,200 of new shares, which together enabled Norwegian to achieve an 8 percent equity ratio and qualified it to receive
state aid from the Norwegian government in the form of a US$301 million term loan facility arranged by DNB Bank ASA and
guaranteed by the Norwegian export credit agency GIEK. Our role involved the restructuring of the majority of the Norwegian's
aircraft operating leases, involving the conversion of some rental obligations into shares or bonds, the adjustment of lease rates,
the conversion of rentals until March 2021 into a "power by the hour" arrangement (matching rentals paid to actual utilization of
aircraft) and the early redelivery of certain aircraft.
The recapitalization, which was precipitated by the COVID-19 crisis, is a critical first step towards the return of the airline to
financial well-being and provides it with the opportunity to restructure itself to compete effectively in the post-COVID-19 world.

*Experience prior to joining Hogan Lovells
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COVID-19 Case study: Deutsche Lufthansa AG stabilization
Advising a national government in the administration of a key restructuring package
Our role
Background
Resolution

Hogan Lovells partners Dr. Tim Oliver Brandi and Prof. Dr. Michael Schlitt advised the government of Germany on the granting
of stabilization measures by the Economic Stabilisation Fund (WSF) to Deutsche Lufthansa AG under the German Economic
Stabilization Act, which was enacted in response to the COVID-19 pandemic.
The WSF was established in early April 2020 as part of the German legislative support package to counter the effects of the
COVID-19 pandemic on the German economy. The stabilization measure for Lufthansa is the first aid measure granted under the
WSF. Our client Finanzagentur in this matter is charged with the administration of the WSF under the German Economic
Stabilization Act and directly reports to the German Ministry of Finance.
The Supervisory Board of Deutsche Lufthansa AG approved the conclusion of an agreement with the WSF (represented by
Bundesrepublik Deutschland – Finanzagentur GmbH) on the granting of stabilization measures. According to this agreement,
the WSF grants Deutsche Lufthansa AG silent participations in the amount of approximately €5.7 billion. Furthermore, the WSF
will subscribe to new shares created by way of a capital increase in order to hold a 20 percent stake in the increased share capital
of Deutsche Lufthansa AG. The subscription price is €2.56 per share, so that the cash contribution amounts to approximately
€300 million. The WSF may also increase its stake in the share capital to 25 percent plus one share in the event of a takeover of
the company. In addition, in the event of non-payment of remuneration by the company, a further portion of the silent
participation can be converted into a further shareholding of 5 percent of the share capital at the earliest from 2024 and 2026
respectively. This conversion option, however, only applies to the extent that the WSF has not previously increased its
shareholding in connection with the above-mentioned takeover scenario.

*Experience prior to joining Hogan Lovells
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Case study: Delta Air Lines restructuring
A struggle for survival in the years after the September 11 terrorist attacks
Case
Our role

In re Delta Air Lines, Inc., et al., filed in the United States Bankruptcy Court for the Southern District of New York
Hogan Lovells partner David Simonds represented the Official Committee of Unsecured Creditors*

Background

Delta had net losses of approximately US$7.5 billion from 2001 through 2005, resulting not only from the financial impact of the
September 11 terrorist attacks, but also growth and overcapacity in the airline industry, customer price sensitivity, and escalating
fuel costs. The triggering event for Delta’s chapter 11 filing occurred in August 2005, when the bank that processed Delta’s
Visa/MasterCard ticket purchases began holding back 50 percent of its total ticket revenue (when no holdback had previously
been required), reducing the airline’s working capital by approximately US$625 million

Resolution

Upon filing for Chapter 11, Delta obtained US$2.1 billion in debtor-in-possession financing led by GE Capital and American
Express. Delta utilized its Chapter 11 cases to substantially restructure its operations and operating costs,
including by:
• Turning over its underfunded pilot’s pension plans to the Pension Benefit Guaranty Corporation, a U.S. federal pension
agency, and obtaining substantial concessions on wages and work rules from its pilots and other employees. In total, Delta
reduced its projected employment costs by approximately US$900 million per year.
• Reducing its aircraft fleet by almost 20 percent (rejecting leases of, returning, or selling approximately 145 aircraft), resulting
in a significant increase in its aircraft utilization and a 15 percent increase in revenue per available seat mile; negotiating
significant reductions in its aircraft lease expenses for its remaining fleet; and retiring its older, less-efficient aircraft and
adding high performance aircraft that enabled Delta to serve new destinations with appropriate capacity.
• Reducing its overall projected cost structure by approximately US$3 billion per year. In addition to its aircraft and employee
cost savings, Delta reduced costs in chapter 11 through, among other things, debt restructurings, lease and facility
restructurings, vendor contract negotiations, and retiree benefit modifications.
During the chapter 11 cases, Delta, in consultation and collaboration with its unsecured creditors’ committee, fended off a hostile
takeover attempt by rival airline US Airways, and remained independent. Delta completed its sale of feeder airline and subsidiary
Atlantic Southeast Airlines for US$425 million during the Chapter 11 case.
Delta Emerges a Stronger Carrier
Delta obtained US$2.5 billion in exit financing to fund obligations under its Chapter 11 plan of reorganization and provide
sufficient working capital for its post-bankruptcy operations. Through the Chapter 11 cases, Delta reduced its total debt to nearly
50 percent of its pre-Chapter 11 levels. Delta preserved approximately US$8 billion of U.S. net operating losses upon emergence
from Chapter 11. Delta is now the world’s largest airline measured by operating revenue, with approximately US$47
billion in 2019.

*Experience prior to joining Hogan Lovells
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Select restructurings, bankruptcies, and repossessions in the aviation sector by actively-practicing lawyers on our team
Distressed company

Type

Our role

LATAM Airlines

Advising Knighthead as lead lender in connection with its proposal, on a contested basis, of a DIP financing facility to
LATAM Airlines as an alternative to a facility proposed by certain equity owners in the airline.

Various

Advising clients in relation to the refinancing and restructuring of facilities provided to troubled borrowers.

Confidential

Advising clients looking to purchase repossessed aircraft.

Various

Advising clients in relation to the repossession of assets belonging to, among others, Air Berlin, Arik Air, Silverjet,
Cyprus Turkish Airlines, XL Airlines, Air Comet, and a number of private jet owners.

CJG

Advising in relation to the insolvency of the Corporate Jets Group.

Delta Air Lines

Represented the Official Committee of Unsecured Creditors in the Delta Air Lines Chapter 11 case. With the active
participation of the Official Committee, Delta effected numerous operational and balance sheet improvements,
including annual operating cost reductions of approximately US$3 billion, a significant rationalization and
modernization of its aircraft fleet, the sale of significant non-core assets, and reduction of its pre-Chapter 11 debt by
nearly 50 percent. In addition, in consultation and collaboration with the Official Committee, Delta fended off a hostile
takeover effort by rival airline US Airways and emerged from Chapter 11 as an independent airline.*

Various

Advising the boards of directors of several troubled airline companies on debt and corporate restructurings.

Air Berlin

Advising a European aircraft lessor on its repossession of aircraft and filing of claims in the Air Berlin insolvency.

Kenya Airways

Advising African Export Import Bank on a debt restructuring for Kenya Airways (with other commercial lenders)
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Select restructurings, bankruptcies, and repossessions in the aviation sector by actively-practicing lawyers on our team (cont.)
Distressed company

Type

Our role

Alitalia

Advising Etihad Aviation in the restructuring of Alitalia's indebtedness pursuant to Article 67, paragraph III letter d) of
the Italian Bankruptcy law.

Germania

Advising Germania prior to its bankruptcy .

Hawaiian Airlines

Advising Hawaiian Airlines in relation to its Chapter 11 restructuring .

Malaysia Airlines

Advising Malaysia Airlines on its restructuring from Malaysian Airline System to Malaysia Airlines Berhad.*

Swift Air

Advising Saipan Air regarding a lease from and bankruptcy of Swift Air.

Various

Advising on the financial restructuring and administration of various airlines, including British Air Ferries, Thurston
Aviation Ltd., Tradewinds Ltd., Debonair Airways, and Zambia Airways.

Kiwi Airlines

Advising Delta Air Lines on its efforts to get leased engines returned from Kiwi Airlines under Section 1110 of the U.S.
Bankruptcy Code.

Jet Airways

Advising various lessors on their repossession of aircraft from Jet Airways

South Africa Airways

Advising various lessors on their rights on a restructuring of South African Airways

Eurolot

Supported the Polish airline LOT in a portfolio restructuring of its subsidiary, Eurolot, a matter including 10 aircraft
redeliveries from NAC, a European lessor.
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Select restructurings, bankruptcies, and repossessions in the aviation sector by actively-practicing lawyers on our team (cont.)
Distressed company

Type

Our role

Omni Aviação

Advising GE Capital Equipment in connection with the restructuring of a loan facility to a subsidiary of the
Portuguese Airline group Omni Aviação.

Blue Panorama

Assisting Unicredit and Intesa San Paolo, creditors of Blue Panorama, one of the main airlines in Italy, and
involved in the ongoing preliminary composition with creditors procedure. Assisted in landing new
financing authorized by the court and of certain credit agreements secured by mortgage on airplanes.

Confidential

Advising both essential and common creditors in the insolvency proceedings of one of Mexico’s most
prominent airlines. We successfully secured order to detach assets from the bankrupt estate in favor of one
of our clients.

Various

Advising Standard Chartered on its leases to Tiger Mandala; recovery of aircraft leased to Arik Air; its
leases to Kingfisher; and its financings to Kenya Airways.

Monarch

Advising AerGen on its lease to Monarch.

Thomas Cook

Advising an engine lessor relating to the recovery of engines leased to Thomas Cook.

Thomas Cook

Advising providers of c€450m of surety bonds in relation to Thomas Cook PLC, developing a solvent
rescue plan with other creditor groups, and subsequent sale of its Scandinavian business.

Delta Air Lines

Representation of an ad hoc aircraft noteholder group comprising 88 aircraft.

An overview of our
Aviation practice
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What we deliver to our clients in the aviation sector
Hogan Lovells offers a highly-rated full service aviation advisory practice to its global
aviation industry client base. Our aviation team includes more than 50 lawyers from across
our international network with extensive experience of advising clients on finance, mergers
and acquisitions, corporate, regulatory, tax, litigation, restructuring, and insolvency
matters. This enables us to provide a commercially orientated multi-disciplinary service to
an industry characterized by its need for time critical, complex, cross-border advice, round
the clock on a world-wide basis.
In the aviation sector, our clients include airlines, helicopter operators, banks, lessors,
funds, corporates, equipment manufacturers, government authorities, and high net worth
individuals.
Aircraft financing
Structuring and documenting aviation finance transactions have always been complex tasks.
When the relevant assets are located across national boundaries and subject to the laws of
multiple jurisdictions, some of which are more creditor-friendly than others, the complexity
is compounded. Timing and tax efficiency are usually critical factors in closing a transaction.
Through our extensive network of international offices and in-depth industry experience,
our aviation finance experience spans export credit agency-supported financings,
acquisition financings and disposal of individual aircraft and of portfolios and involves
advising on commercial and tax-based (and, in particular, French, German, and Japanese
tax-based) financings, Islamic financings, pre-delivery payment financings, and
securitizations (both "true sale" and synthetic).

Industry recognition
2019
Transportation Practice Group of the Year
Law360
2018, 2019
Tier 1 or Top - Tier Firm for Transport:
Aviation and Air Travel: Regulation
The Legal 500 US
2016-2019
Band 1 for Transportation: Aviation:
Regulatory — Nationwide
Chambers USA
2016
Deal of the Year (Emirates Airline Sukuk
bond issue, UAE)
Trade Finance Awards
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What we deliver to our clients in the aviation sector
Sale and leaseback
Sale and leaseback transactions remain the most competitive part of an aircraft lessor’s business.
With the driving up of aircraft prices and pushing down of lease rates, it is now increasingly
important to document transactions quickly and efficiently.
Our aviation team supports lessors on RfPs and letters of intent on sale and leaseback transactions
of both new and in-service aircraft in order to get a winning proposal to the prospective lessee.

Our team has significant experience working with multiple jurisdictions and, very often, can share
our experience while RfPs and letters of intent are being prepared.
We have a well-balanced form of operating lease agreement which is very well received by leading
operators in the market and has been key to streamlining negotiations and making sure
transactions are documented in a timely and cost-efficient manner.
Lease transitions
The ability to effectively and efficiently remarket aircraft is a very important part of any lessor’s
business. We have been involved in numerous redeliveries and onward deliveries to new
operators.
Our team is particularly aware of issues that tend to arise when remarketing aircraft, such as end
of lease payments, deregistration and export issues, and engines not being available at redelivery
for the incoming lessee. As a result, we have implemented a number of innovative solutions in
order to limit disruption to the incoming lessee.

Our lawyers are particularly skilled on non-scheduled lease transitions where lessees need to
terminate their existing leases early (whether consensually or otherwise) and the maintenance
issues that may arise as a result (such as inducting the aircraft or engines for early checks) or
negotiating lessor contributions with the incoming lessee.

“

All members of the team are a pleasure to
work with and all complement each other
in terms of skill sets. They are particularly
strong on deal management; aircraft
finance transactions typically have a finite
deadline (the sale or purchase or delivery
date of an aircraft) and so there is always
significant pressure in managing other
parties who may not necessarily be as
time-focused. Robert and his team are
extremely capable when it comes to
meeting deadlines and are excellent deal
managers..”
Legal 500 UK 2020
(client quote)
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What we deliver to our clients in the aviation sector
Debt capital markets
Our lawyers are experienced at advising across the full range of aviation finance related
products. We regularly advise on transactions involving export credit agencies (ECAs) in the
aviation sector, including very current experience advising UKEF on ECA-backed bond
financings and on U.S. EXIM-backed aircraft financings. We also have experience advising
on other alternative financing methods of aircraft financing, including Sukuks and
Enhanced Equipment Trust Certificates (EETCs).
We advise on the full spectrum of international debt capital markets transactions, including
corporate and sovereign bonds, securitizations (including CDOs and repackagings),
derivatives, and structured products. Our clients include corporate and sovereign issuers,
arrangers/underwriters, and transaction services providers.
We advise on public offers, including offers registered with the U.S. Securities and Exchange
Commission and offers made pursuant to an approved prospectus under the EU’s
Prospectus Directive; and on private placements, including in the United States, under Rule
144A, and in Europe, to qualified investors under the Prospectus Directive. We are also a
leading provider of legal services to trustees and other providers of transaction services to
capital markets transactions. Our strong Restructuring practice means that we are well
positioned to react to distressed market conditions.
We advise on international equity and equity-linked offerings, where we work alongside our
Corporate practice group, and on investment funds. We also have considerable experience
in working with our Islamic finance team in the Gulf to develop structured products which
are Shariah-compliant.
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What we deliver to our clients in the aviation sector
Trading and Global Aircraft Trading System (GATS)
Aircraft trading is crucial to ensuring a liquid portfolio and it is vital that aircraft are bought
and sold without delay and over reliance on the lessee.

Our team has acted on numerous portfolio trading transactions (both on behalf of a seller
and a buyer) and are aware of the requirement to implement innovative solutions to help
prevent any novation bottleneck including the implementation of conditional sale structures
and hosting our own dataroom for document reviewing and due diligence exercises.
In addition, the team has been advising lessors on the adoption of the GATS trading
solution, including making pre-emptive changes to leasing documents, and the need to
reduce the lead time in trading aircraft in the industry as a whole.
We regularly work alongside tax advisors on transfer of title and withholding tax issues
which may arise on the transfer of aircraft.
ECA, AFIC and Balthazar financing
For many years, the Hogan Lovells team has advised on ECA-supported aircraft finance
transactions, acting on the lender and borrower side and on transactions in both the loan
and capital markets.
More recently, we have been at the forefront of the development of alternative creditenhanced financing products such as AFIC and Balthazar, which bring insurance capital
into the aviation finance market.

We have acted on some of the first AFIC and Balthazar transactions in the market and are
very well placed to advise on the advantages and drawbacks of these innovative new sources
of finance.
.

Our team
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Your aircraft finance and restructuring contacts

Chris Donoho

Robert Fugard

Tom Astle

Global Head of Asset Finance
Partner, London
T +44 20 7296 2015
robert.fugard@hoganlovells.com

BRI Partner, London
T +44 20 7296 5603
tom.astle@hoganlovells.com

Joe Bannister

Mehtap Cevher Conti

Ron Silverman

BRI Partner, London
T +44 20 7296 2900
joe.bannister@hoganlovells.com

Aviation Finance Partner, New York
T +44 20 7296 2900
mehtap.cevherconti@hoganlovells.com

U.S. BRI Co-Head
Partner, New York
T +1 212 918 3880
ronald.silverman@hoganlovells.com

Global BRI Head
Partner, New York
T +1 212 909 0630
chris.donoho@hoganlovells.com

Rick Wynne
U.S. BRI Co-Head,
Partner, Los Angeles, New York
T +1 310 785 4602
rick.wynne@hoganlovells.com

Alicante
Amsterdam
Baltimore
Beijing
Boston
Brussels
Colorado Springs
Denver
Dubai
Dusseldorf
Frankfurt
Hamburg
Hanoi
Ho Chi Minh City
Hong Kong
Houston
Johannesburg
London
Los Angeles
Louisville
Luxembourg
Madrid
Mexico City
Miami
Milan
Minneapolis
Monterrey
Moscow
Munich
New York
Northern Virginia
Paris
Perth
Philadelphia
Rome
San Francisco
São Paulo
Shanghai
Silicon Valley
Singapore
Sydney
Tokyo
Ulaanbaatar
Warsaw
Washington, D.C.

Budapest
Jakarta
Shanghai FTZ
Zagreb

Our offices

Associated offices
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