SCHEDULE “J”
Court File No. 07-CL-6926
ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)
THE HONOURABLE ) WEDNESDAY, THE 25TH
MR. JUSTICE CAMPBELL ) DAY OF JULY, 2007

LASALLE BUSINESS CREDIT, A DIVISION OF
ABN AMRO BANK N.V., CANADA BRANCH

Applicant

~and —

GENFAST MANUFACTURING COMPANY
Respondent

ORDER

THIS MOTION, made by KPMG Inc., in its capacity as Receiver (the “Receiver™),
without secunity, of the current and future assets, undertakings and properties of Genfast

Manufacturing Company (“Genfast’™), was heard this day at 330 University Avenue, Toronto,

Ontarto.

ON READING the Receiver’s Third Report to the Court dated June 25, 2007 (the
“Third Report”) and Receiver’s Fourth Report to the Court dated July 4, 2007 (the “Fourth
Repert™), filed, and on hearing the submissions of counsel for the Receiver, the Applicant and

Utica Leaseco, LLC (*Utica™), MNP Corporation and General Fasteners Corporation;
1. THIS COURT ORDERS AND DECLARES that the time for service of the

Notice of Motion and Motion Record herein be and is hereby abridged such that this motion is

properly returnable today and that all parties entitled to notice of the Motion have been duly
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served, that no other parties are affected by this Order and that any requirement for service of the

Notice of Motion and Motion Record upon any party other than the parties served is
unnecessary and hereby dispensed with and that the service of the Notice of Motion and Motion

Record is hereby validated in all respects.

2. THIS COURT ORDERS AND DECLARES that all capitalized terms not

otherwise defined herein shall have the same meaning as in the Fourth Reporti.

3. THIS COURT ORDERS AND DECLARES that the Third Report and Fourth
Report and the activities of the Receiver as desecribed in the Third Report and Fourth Report, be

and are hereby approved.

4, THIS COURT ORDERS AND DECLARES that the Auction Services
Agreement between Maynards Industries Ltd. (“Maynards™) and the Recerver and the

transactions contemplated therein be and are hereby approved.

5. THIS COURT ORDERS AND DECLARES that the Receiver is authorized,
empowered and directed to perform the Anction Services Agreement and complete the
Transactions in accordance with the terms and conditions of the Auction Services Agreement,
including, taking such steps, actions and proceedings as are, in the opinion of the Receiver,
necessary or incidental to perform its obligations under the Auction Services Agreement with
such alterations, amendments, deletions and additions thereto of an immaterial nature as the

parties thereto may agree to.

6. THIS COURT ORDERS AND DECLARES that the terms of the Auction
Services Agreement and the consideration set out in the Auction Services Agreement are fair and

commercially reasonable and were arrived at in 2 commercially reasonable manner.

7. THIS COURT ORDERS AND DPECLARES that all right, title and interest of
Genfast in and to the Assets, incleding, without limitation, the Utica Lease One Equipment, shall
be sold in the Auction and/or by Private Sale by Maynards as contemplated by the Auction
Services Agreement free and clear of and from any and all security interests, mortgages, charges,

hypothecs, estates, trusts or deerned trusts (whether contractual, statutory or otherwise), liens
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(whether contractual, statutory or otherwise), cia@ms, charges, encumbrances or any other rights,
nights of use, claims, disputes and debts of any person or entity of any kind whatsoever whether
legal or equitable, of all persons or entitles of any kind whatsoever (collectively, the
“Encumbrances”), including, but not limited to, any Encumbrances held by or in favour of the
parties or entities which are served or whose solicitors are served with the Notice of Motion to

approve the Auction Services Agreement.

8. ‘THIS COURT ORDERS AND DIRECTS that the proceeds of the Auction sale
and/or Private Sale of the Assets received by the Receiver under the Auction Services Agreement
net of the Receiver’s fees and expenses (the “Sale Proceeds”) shall stand in the place and stead
of the Assets and shall stand charged with all the Encumbrances as existed in respect of the
Assets which were released, discharged or otherwise displaced by the Auction sale or Private
Sale of the Assets by Maynards and such Encumbrances on the Sale Proceeds shall enjoy the
same priorities as cach such Encumbrance had in respect of the Assets as of the date of the Order
of the Court directing the same, as if the sale of the Assets had not occurred, but the holder of

any such Encurnbrance shali have no further right in or against, or recourse to, the Assets.

9. THIS COURT ORDERS AND DECLARES that all Assets sold pursuant to the
Auction Services Agreement are exempted from the application of the Bulk Sales dct, R.5.0.
1990, c. B-14, as amended, and any other applicable bulk sales legislation in any jurisdiction in
which the Assets are situated, and that any such legislation does not apply to the Assets, the

Auction Services Agreement and the Transactions.

10. THIS COURT ORDERS AND DIRECTS that, notwithstanding the pendency
of these proceedings, the Bankruptcy Order and the provisions of any federal or provincial
statute, the Auction Services Agreement and the Transactions shall not be void or voidable and
do not constitute nor shall they be deemed to be settlements, fraudulent preferences, assignments,
fraudulent conveyances or other reviewable transactions under the Banlruptcy and Insolvency
Act or any other applicable federal or provincial legislation and they do not constifute conduct

meriting an oppression remedy.
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i1 THIS COURT ORDERS AND DIRECTS that Schedules “L” to “U™ to the
Fourth Report be temporarily sealed until the completion of the Auction sale and/or Private Sale

of the Assets as contemplated by the Auction Services Agreement or until further Order of this

Court.

13. THIS COURT ORDERS AND DIRECTS that an unredacted version éf the

Auction Services Agreement be temporarily sealed until completion of the Auction sale and/or

Private Sale of the Assets as contemplated in the Auction Services Agreement or unti] firther

Order of this Court.

13. THIS COURT ORDERS AND DECLARES that the Non-Pension Appealed
Claims, do not constitute D&O Claims as defined in the April 24 Order and that such claims be

forever barred and released against the Directors” Charge.

14. THIS COURT ORDERS, DIRECTS AND AUTHORIZES the Receiver to
establish the Disputed Pension Claims Reserve in the amount of not less than Cdn.$248,502.98

until adjudication or resolution of the Disputed Pension Claims.

15. THIS COURT ORDERS AND DECLARES that the Disputed Pension Claims
Reserve shall not be, and shall not be deemed to be, held in trust for the Disputed Pension
Claims, the Pension Administrator or FSCO and the Receiver shall not be required to segregate

the Disputed Pension Claims Reserve.

16. THIS COURT ORDERS, DIRECTS AND AUTHORIZES the Recejver to
distribute, from fands on hand, the balance of the Directors” Charge remaining after deducting
the amount of the Disputed Pension Claim Reserve, to: (i) former Employees of Genfast so
entitled, in partial payment of their remaining Vacation Pay claims, and (ii} the Pension
Administrator, in partial payment of the Deducted/Unremitted Pension Contribution Claims, as
set out in Schedule “FF” to the Fourth Report.

17. THIS COURT ORDERS AND DECLARES that the amount of any
distributions made by the Receiver on account of the Residual Unpaid Wages shall not reduce

the amount of the D&O Charge (as defined in the April 24 Order).
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18. THIS COURT ORDERS AND DECLARES that the amount of any
distributions made by the Receiver on account of Vacation Pay and the Deducted/Unremitted
Pension Contribution Claim shall reduce the amount of the D&O Charge in an equivalent

amount,

19. THIS COURT ORDERS, DIRECTS AND AUTHORIZES the Receiver to
distribute, from funds on hand, the Residual Unpaid Wages to former Genfast Employees so

entitled.
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SCHEDULE “K”

Court File No.: 07-CL-6926

ONTARIO
SUPERIOR COURT OF JUSTICE
{Commereial Lisf)

LASALLE BUSINESS CREDIT, A DIVISION OF
ABN AMRO BANICN.V,, CANADA BRANCH

Applican!

-and ~

GENFAST MANUFACTURING COMPANY

Respondent

FIFTH REPORT TO THE COURT OF KPMG INC,
INITS CAPACITY AS RECEIVER OF
GENFAST MANUFACTURING COMPANY

October 29, 2007
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1.0 Introduciion and Purpose of Report

Appointment of Recejver

Pursuant to the Order aff the Honoumable Mr. fustice Campbell of the Ontarto Superior Court of
Justice {Commercial List) dated April 3, 2007 (the “Appointment Order”™) a copy of which s
atiached as Schedule ®A™. EPMG Inc. (“KPMG™} was appointed as receiver {the “Receiver™)
without security, of all of Genfast Manufseruring Company’s (“Genfast™ or the “Company”)
current and futare agsets, undertaliings and properties of every nature and kind whalsoever, and
wherever situate including all proceeds thereof (the “Property™), eHective at 3:00 p.m. (EST)
immediately alier the Banlouptcy Order (as dcfined below) became effective against the
Company and the proceedings initiated by the Compzany under the Componies™ Creeitors
drrangement Act {Canada) ("CCAA™) on March 8, 2007 {the “CCAA Proceedings™) were

terminated.

The application for the appointment of the Receiver was made by LaSalle Business Credit, A

Division of ABM AMRO Bank N.V., Canada Branch (the “Applicant™ or the “Bank”).

Backgreund

Genfast is an unlimited Habjlity corpumstion incorporated under the laws of the Province of Nova
Scotia operating from leased facilities located in Brentford, Ontario {the *Premises™). The
Company was in the business of manufacturing bolls, screws, rivets and other types of fasleners,

primarify for the auternotive industry.

Pursuant to the Order of the Honourable Mr, Justice Campbell dated March 8, 2007 (the “Initial
Order™), a copy of which is attached 25 Scheduie #B®, the Company was granted a stay of
proceedings pursuant to the CCAA and Alvarez & Marsall Capada ULC was appointed as

Monitor of the Company {the *Monitor™)}.




1.3

131

Prior to granting the Appointment Order, the Honourable Mr. Justice Campbell issued an Order
adjudging the Company bankrupt effective as at 3:00 p.m. on Aprl 5, 2007 {the “Bankruptcy
Order™), a copy of which is altached as Schedule “C”. The Bankruplcy Order, among other
things, appointed KPMG as Trustee of the Estate of Genfast {the “Trustee™). By separate Order

dated April 5, 2007 of the Honourable Mr. Justice Campbell the Court ordered that:

§)] the CCAA FProceedings be terminated effective immediately upon the Banlouptey Order

becoming cffective;

(i} the Monitor be discharged from any further obligations under the Initial Order (while
relaining the discretion to oversee payment of certain amounts in respect of the supply of

soods and services during the CCAA Proceedings); and

(iin} the Direclors’ Charge, the Administration Charge and the DIP Charge (all as defined in
the Initial Order) continue to attach to the Property of the Company and continue to rank
i priority to all other security interests, licos, charges and encumbrances affecting the

Property, as set out in paragraph 39 of the Initial Order.
Previous Reports

The Receiver filed its First Report to the Court dated April 20, 3007 (the “First Report™), a capy

of which is attached as Schedule *D®, in order to advise the Court of

{} the initia] aclivities of the Receiver, which included laking possession of, and securing,

the Premises;
(i} potential claims against the Directors® Charge (as defined in the First Report); and
(if)  the proposed marketing process for the Company’s raw material inventory.

On Apnl 24, 2007, the Honourable Mr. Justice Campbell granied an Order (the “April 24

Order”), z copy of which is attached as Schedule “E”, which, ameng ather things:

(8 approved the Receiver’s First Report and the Receiver’s activities described therein;
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{ii) dirccied the Receiver (o make a cash distribution to each of the former employees of the
Corpany in an amounl equal to the sum oft (i) their unpaid Wages; and (i) Ry percent

of their Vacation Paoy (each as delined in the April 24 Order);
(iii)  approved the claims process to identify claims against the Directors’ Charge; and
{iv}  approved the marketing process for the Company’'s row material inventory.

13.3 The Receiver filed ils Second Report to the Court dated May 15, 2007 (the “Second Report™), a

copy of which is attached as Schedule *F¥, in order to advise the Court ot

(D the results of the review of secunty over the Company's assets by the Receiver’s counsel;
and
(i1} the proposcd rnarketing process for the Company’s business and assets, which assefs

include the Company’s machinery, cquipment, and office fominre and equipment.

1534  On May 22, 2007, the Honourable Mr. Justice Campbell granted an Order (the “NMarketing

Process Order™) a copy of which is attached as Schedule “G”, which, among other things:

6] approved the Second Report and the Receiver's activities described therein;

(i} approved the marleeting process as described in the Second Report, as amended to reflect
that the Receiver would solicit expressions of interest pursuant to the Sale of Business
Process and purchase/auction proposals pursvant to the Fixed Asset Sale/Auction Process
which provide for both the Inclusion and zxclusion‘nf the Utica Lease One Equipment (a5
such terms are defined in the Second Report and/or the Marketing Process Order) (the

“Marketing Process®); and

(i)  opproved the timetable for the resolution of both the priosily dispute between the
Applicant and Ulica Leaseco, LLC (“Utica™) with respect to the Utica Lease One
Equipment and whether the Utica Lease One Equipment should be included in any

transaction the Receiver recommiends to the Court pursuant lo the Marketing Process.

1.3.5 The Receiver filed its Third Report to the Court dated June 25, 2007 {the “Third Report™), a

copy of which is attached as Schedule B>, in arder to report to the Court on the results of the
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1.3.6

1.3.7

Marketing Process and seek an Order, among other things, directing that the Utica Lease One

Equipment be included in the Fixed Assels lmnsaction invelving the successful bidder in the

Marketling Pracess as determined by the Receiver and as approved by the Court.

The Receiver filed its Fourlh Report 1o the Court dated July 18, 2007 {the “Fourth Report™) a

copy of which is atached as Schedule *I”, in order to update the Court on the results of the

Marketing Process and the D&0O Claims Process {as defmed below) as scl out in the April 24

Order.

On July 23, 2007, the Honourable Mr. Justice Campbell granted an Order {the “July 25 Order™),

a copy of which is altached as Schedule “T™, which, among other things:

&

(i)

(i)

(v)

approved the Third Report and Fourth Report and the activities of the Receiver described

therein;

approved the auction services agrcement between Maynards Industies Litd.
("Maoynards"), and the Receiver (the “Auction Services Agreement™ and the

tmnsactions contemplated therein (the “Transactions™);

declared that all right, title and interest of Genfast in and to the Assets (as defined in the
Auction Services Agreement), including, without limitation, the Utica Lease One
Equipment, shall be soid i the Auction sale and/or by Private Sale (as defined in the
Auction Services Agreement) by Maynards as contemplated by the Auction Services

Agreernent;

directed that the proceeds of the Auction sale and/or Private Sale of the Assets received
by the Receiver under the Auction Services Agreement, net of the Receiver's fees and
expenses, (the "Sale Proceeds™) sheli stand in the place and stead of the Assets and shall
stand charged with all the Encumbrances (as defined in the July 25 Order) as existed in
respect of the Assets which were released, discharged or otherwise displaced by the
Auction sale andfor Private Sale of the Assets by Maynards as contemplated by the
Auction Services Agreemment and such Encumbrances on the Sale Proceeds shall enjoy

the same priorities as each such Encumbrance had in respect of the Assets as of the date
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142

(v}

(vi)

{vil)

(viii)

of the Order of the Court direciing the same. as if the sale of the Assels had not occurred,
but the holder of any such Encumbragee shall have no further right in or against, or

recourse lo, the Assels;

directed that Schednles “L7 fo “U™ to the Fourth Repori, and an unredacted version of
the Auction Services Agreement be temporarily sealed until completion of the Auction
sale andfor Private Sale of the Assets as contemnplated by the Auction Services

Agreement or vngid further Order of this Coury;

declared thal the Non-Pension Appealed Claims (as defined in the Fourth Repori), do not
constitute DE&EO Claims as defined in the April 24 Order and that such claims be forever

barred and released against the Directors® Charge;

directed and authorized the Reeeiver o establish the Disputed Pension Claims Reserve
{as defined in the Fourth Report} until adjudication or resolution of such Disputed

Pension Claims {as defined in the Fourth Report); and

directed the Receiver to distribute fromn Funds on hand, the balapce of the Directors®
Charge afler deducting the Dispuled Pension Claims Reserve to: (i) former Genfast
Employees so eniitled, in partial payment of their remaining Vacation Pay claims écach
as defined in the April 24 Order); and (j1) the Pension Administeator, in partial payment
of the Deducted/Unremitled Pension Contribution Claim (25 defined in the Fourth
Report), ali as more particulasly set out in Schedule “FF™ {o the Fourth Report.

Purpose of this Fifth Report

The purpose of this Fifth Report is to update the Court rezarding the Receiver's activities to date,

including its efforis to realize on Genfast’s inventory and collect the Company’s cutstanding

accounts receivabic.

This Fifth Report is also in support of the Receiver’s request for an Order on this motion, among

other things:

@

approving the Fifth Report and the activities of the Receiver described herein;
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(i)

(&)

(iv

(v

{vi)

{vii)

(viii)

(%)

(x)

(xi}

(xiD)

authorizing the Receiver lo enter into and complete the Sivaco Agreement {(as defined

below);

approving the sale of approximately 636.000 pounds of the Remaining Raw Malerials
Inventory {ss defined below) to MNP Corporation (“MNP™) at the purchase price of
zppraximately US 5144,000, plus applicable xes;

spproving the sale of spproximately 139,600 pounds of the Remaining Raw Materials
Invenlory to B&D Thread Rolling Inc. {“*B&D”) for a purchase price of approximately
US $28,000, plus applicable (axes;

approving the sale of approximately 183,000 pounds of the Remaining Raw Materials
Inventory to Emerald Steel Processing, LLC {*“Emerald”} for a purchase price of

approximately US $30,000, plus applicable taxes;

authorizing the Receiver to sell for scrap value that portion of the Remmining Raw

Materials Inventory not sold (o MNP, B&D and Emerald;

authonizing the Receiver to enter into and compleie the CBC Agreemnent {as defined

below);

authorizing the Receiver to sell Genfast’s thread die inventory to MNP for 2 purchase
price of approximately US 545,000, plus applicable taxes;

authorizing the Receiver to enter into and complete the GFC Settlement Agreement (as

defined below);

authorizing the Receiver to sell the Unsaleable Inventory (as defined below) to K&K

Recycling Services (K&, for its scrap value, plus applicable taxes;

approving the Ford Agreement (as delined below) and authorizing the Receiver to
compiete the Ford Agreement, including the sale of WIP and finished goods inventory to
Ford Motor Company (“Tord”) and the sale of the Ford Steel Coil Inventory (as defined
below) to MNP and Emerald as set out in the Ford Agreement;

suthorizing the Receiver to, if the sale of any inventory being sold pursuant to the Ford
Agreement or any portion thereof is not completed, to sell such inventory for its scrap

value;

Pape 6
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(xifi)

{xiv)

(xv)

authorizing the Recelver to enter inlo and complete the GM Agreement {as defined
below), includiag the vesting of all rizht, title and interest in and to the GM Steel Coil
Inventory {as defined below)} in and lo GM upon the filing of a Receiver's Certificaie

with the Court by the Reeeiver;

autharizing the Receiver to, if the sale of the GM Sieel Coil Inventory is not completed,
sell the Givi Steel Coil Inventory and sell any of the Rejected GM Steel Coil Inventory

(as defined below) for its scrap value; and

approving the Records Request Prolocol (a5 defined below).
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2.0 Accounts Recetvable

fnt
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Third Party Canadinn Custemers

According to the Company's recefvable sub-ledger, as at the date of the Appointment Order,
Genfast had approximately $535 million in outstanding accounts receivable fom Canadian

customers {the *Canadiag AR").

After revicwing the occounts and reconciling them with Genfast's customers, the Receiver
discavered approximately $600,000 in outstanding credit notes, legitimale sel offs and errors in
the Canadian AR, leaving an adjusted balance of approximately $4.9 million (the “Adjusted

Canadian AR").

As at Ociober 4, 2007, the Receiver has collected approximately 53.8 million of the Adjusted
Canadian AR, leaving approximately $1.1 million outstanding. The major accounts that remain
outstanding are due from General Motors Corporation and certain of its affiliates ("GM") in the
amount of approximately 3877,000; Magna Powertain Inc. and cedain of its divisions
{"Magna"} in the amount of approximately $132,000; and Ford in the amount of approximately
8§57,000. Attached hereto as Schedule K7, is 2 summary of the Receiver’s collectons of the
Adjusted Canadian AR up to Oclober 4, 2007 and the remzining oulstending accounts as at
Qctober 4. 2007. The status of the Ford and GM receivables are discussed below in Sections 5.0

and 6.0, respectively.

The Receiver has commenced litigation in Ontario against Magna (the “Magna Action™) for the
collection of the oulfstanding receivables and for the value of cerlzin steel coil, WIP and {inished
goods inventory that the Receiver asserts that Magna is required to purchase pursuant to the
accommodation agreement which Magna entered into with the Bank and Genfast during the

CCAA Proceedings. The agoregate amount of the Receiver’s claim is approximately 3420,000.
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Third Party U.5. Customers

According to the Company’s receivable sub-ledger as al the date of the Receiver’s appointment,
Genfast had approdmately U.S. 52.0 million in oulslanding accounts receivable from U.5.

customers {the "U.5. AR™).

After reviewing the accounls and reconciling them with Genfast’s cusiomers, the Receiver
discovered approximately U.S. $122.000 in outstanding eredit notes, legitimate set offs and erors
in the U.S. AR leaving an adjusted balance of approximately U.S. $1.9 million (the *Adjusied

US AR"™).

As at October 4. 2007, the Receiver has collected approximately US. $1.8 million of the
Adjusted US AR, leaving approximalely U.S. 550,000 outstanding. The major accounts that
remain oulstanding are due from Dana Corporation ("Dana™) in the amount of approximately
LS. 523,000; and Industrius de Linamar SA de CV of Mexico in the amount of approximately
U5, 516,000, Adached as Schedule “L7, is a summary of the Receiver's collections of the

Adjusted US AR up to Qctober 4, 2007 and the remaining outstanding accounis.

The Receiver has filed a motion in Dana’s Chapter 11 proceedings seeldng payment of the

cutstanding receivables and is currently in discussions with Dana regarding same.
Related Parties

The Company's books and records reveal that MNP and General Fasteners Company Inc.
("GFC™} had balances owing lo Genfast as at the date of the Appointment Order in the
approximate amounts of U.S. $442,000 and U.5. 51,540,000, respectively, which balances arose
from the shipment of parts by Genfast to MNP and GFC. GFC bas paid the Receiver
approximately U.S. 3177,000 to date. GFC is chiming set-off against the remaining receivahle

balance for amounts owing to it by Genfast. MNP has also claimed sct-off against the receivable

Page 9
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balance for amounts owing to it by Genfast [or both loans made and parts supplied by MNP, The
Receiver is currently revicwing both set-ofT claims. As reporied in the Receiver’s Fourth Repor,
the Bank has commmenced litigation in the State of Michigen ageinst both MNP and GFC, seeking,
among other things, payment by MNP and GIFC of the outstanding reccivables owing lo Genfast
pursuant lo the terms of its subordination 2greement entered into by MNP and GFC in favour of

the Bapk {the “Bank Litigation™).
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3.0 Markeiing of Steel Coil Inventory and Miscellaneous
Inventories

3.1

312

313

314

Steel Coil Inventory Located in Canada

Genlast used steel rads in ceil form as a raw material for making its products. The steel was of
varying compositions and gage and was coated with different chemicals depending on the needs

of the customer, the purpose of the fastener and the requirements of Genfast’s mazchinery.

Although the steel coil inventory could be used to produce various tjrpes of fasteners, it is
essentiaily only suited to the fastener industry, which in North America consists of a small

number of companies.

At the Hme of the Receiver's appointment, Genfast had approximately 4.35 million pounds of
steel coil inventory with an aggrepate cost of approximately $1.9 million. The sieel coil
inventory was stored at the Prernises and at two of Genfast's steel processors: Mittal Canada
Hamilton Inc., located in Hamilton, Ontario, and Sivaco Oataro, a Division of Sivaco Wire

Group L.P. (“Sivace™) located in Ingersoll, Ontario.

Sivaco has asserted a claim under the Repair and Storage Liens Acr {Ontavis} for processing
charges and storage costs against a certain amount of Genfast's steel located at Sivaco’s facility.
The Receiver and Sivaco have resolved the substantive business issues with respect fo Sivace's
claim and are currently fAnalizing the terms of a settlement agreement, the details of which will be
provided in a Supplementary Report to be filed with the Court prior to the retum of this motion
{the “Sivaco Agrecment”). The Receiver will be seeking this Court’s approval of the Sivaco
Agresment on this motion, which the Receiver belicves reflects a reasonable settlement of the

issues in dispute between the parties.
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3.1.7

il8

In accordance with the sales process outlined in the First Report {the “Raw Material Marketing
Process™), which was approved by this Court in the April 24 Order, the Receiver distributed an
inlormation paclage to filteen (15) fastener manufacturers and stee] supplicrs/brokers requesting

that they subrmnit an offer for all or 2 portion of Genfast's steel coil inventory.

The information package, which was approved as part of the First Report, was distributed on or
about April 23, 2007, with the recipients being identified based on input from Genlast's former
management. The Receiver subsequently received three (3) offers by the deadline déie of May <,
2007. However, as ail of the offers were at valies substantizily below Genfast's cost, the

Receiver did not immediately pursue any of them.

During the CCAA Proceedings, certain of Genfast's major customers, including Ford, GM and
Magna, entered inlo agreements with Genfast which, among other things, obligated them lo
purchase “useable and merchantable” raw mmaterials used to manufachure their products at
Genfast’s cost.  The Receiver reviewed Genfast’s manufacturing records and identified Lhat
partion of Genfast’s steel coil inventory that was used to make products for these customers and

thereafier requested that these customers purchase the inventory, pursuant to their agreements.

GM. and Ford agreed to review Lhe listings with their suppliers and thereafter provided a propasal
to the Receiver for the purchase of certain steel coil inventory. After extensive discussions with
Ford, the Receiver has reached an agreement with Ford whereby Ford's replacement part
supphiers will purchase certain of the steel coil inventory. The Receiver and GM have resolved
the substantive business issues with respect to GM's purchase of certain steel coil inventory and
the partics are in the process of finalizing an agreement regarding same. Details of the Receiver’s

discussions with Ford and GM are outlined in Sections 5.0 and 6.0 below, respectively.
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3.1.9

3.1.10

3111

Magna has refused to purchase certain of the steel coil inventory that the Receiver belizves it is
obligated to purchase pursuant fo ils accommodation agreement.  Accordingly, as described

above, the Receiver has commenced the Magna Aclion.

After deducting the steel coil inventory associated with the Ford Agreemeat, the GM Agreement
and the Magna Action, there are approximately 119 million pounds of stecl coil inventory
remaining (the “Remaining Raw Materials Inventory™). The Receiver has received offers
from MNP (approximately 636,000 pounds), B&D (spproximately 140,000 pounds) and Emerald
(approximately 183,000 pounds) to purchase o portion of the Remaining Raw Wiaterials Inventory
at purchase prices of approximalely USE144,000, US528,000 and US530,000 respectively, plus
applicable taxes. The MNP offer was received as a result of the Raw Materiat Markeling Process
while the B&D and Emerald offers were subsequently received. A listing of the specific steel
coil to be sold is atached as Schedule *}* 1o this Report. The Receiver is seckdng this Court’s
approval to accept each of these offers and complete each of these sales as they represent the best

offers fiat the Receiver has received and are substantizily in excess of the steel’s scrap value.

Given that the Recefver has exhausted its efforts to sell the balance of the Remaining Raw
Materials Faventory and in light of the costs of storing the balonce of the Remaining Raw
Materials Inventory past December 2007, when the Receiver expects to be able to vacate the
Fremises afier the equipment sold by auction is removed, the Receiver also requests that the
Court autharize it to sell ihe Remaining Raw Waterials Inventory nat being sold to MNP, B&D

and Emerald, for its scrap value.
Steel Coil Inventory Located in the Unijted Staies

At the time of the Appointment Order, there was a shipment of approximately 520,000 pounds of
steel coil in transit to Genfast from Tycoons Worldwide Group (Thailand) Public Ca. Lid, with an

approximate value of $265,000. The shipment was located in the US at the fme of the
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331

332

Appointment Order, the exact location being known only to the cusloms bruker engaged by
Genfast, CBC Custornhouse Brokers, Ine. (*CBC™) which is withholding the shipmerit [rom the
Receiver as it is claiming a len against lhe steel coils for unpaid brokerage, delivery and storage
fees in the amount of approximately US $160,000, On June 12, 2007, the Receiver commenced
litigation in the state of Michigan, against CBC for possession of the steel coils (the “CBC
Litigation™). CBC and the Receiver have reached an agreement, subject to Court approval, to
resolve the CBC Litipation (the “CBC Agreement), 3 copy of which is attached as
Schedule *N®. Accordingly, the Receiver seeks the Courl’s approval and autherization lo enler

into and complete the CBC Agreement.
Miscellnneous Invenfories

On or about April 23, 2607, the Receiver issued tender paclages to ten (1) parties in the [astener
industry which were identified with the nput of the Campany's former management, for the sale
of Genfast's carbide steel, thread die and tooling steel inventories. The Receiver subsequently
completed sales of the carbide stec} and tooling steel to PHST Tech Canada Ltd. and Ingersol
Fasteners, respectively, which submitied the highest offers through the tender process, with the

proceeds totaling approximately 524,000 and 17,000, respectively.

The Receiver is in the process of completing the sale of Genfast’s thread die invenlory to MNP,
which subrnitied the highest offer through the tender process, with the proceeds being
approximately US $45,0600. Since certain of the thread dies arc subject to a license agreement
with MAThread Incorporated {(“MAThread™), the Receiver has confirmed that MAThread has
no objections to the proposed transacton. Accordingly, the Receiver requesis the Court's

approval of the sale of this inventory to MNP.
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4.0 Worlk-In-Process (“WIP”) and Finished Goods Inveniories

4.1

4.1.1

412

4.13

414

413

4.1.6

Sale Process

All of the products which Genfast manufactured were specific to cach individual customer and

accordingly, have no vaiue to any other party other than that specific customer.

tmmediately after its appointment, the Receiver commenced a physical inventory counl and
began to contact all of Genfast's cuslomers, notilying cach of thesn of the Receiver's appointment

and of the specifics of Genfast's inventory of their producis.

Prior te the Receiver's appointment, Genfast had identified a substantial quantity of obsolete and
slow moving finished goods inventory having, a sales value of approximately $1.2 miilion {the

“Obselete Inventory ™).

As described above, during the CCAA Proceedings, Genfast and certain of its customers (such as
Ford, GM, Magna) enlered into agreements providing for, among other things, the types of
inventary (raw materal, WIP and finished gouds inventories) and the ;:;uanﬁtics which those
custormers wanld purchase from Genfast, and the purchase price. The purchase price for finished
soods inventary was Genfast’s selling price; for WIP invemtory was Genfast's selling price

multiplicd by the stage of completion of the item and for raw matcrials was Genfasl’s cost.

To date, the Receiver has been able to sell approximately 5675,000 in WIF and finished goods

inventory to Genfast customers.

However, there were numerous customers who were not interested in purchasing Genfast’s
inventory at any price as they had found new suppliers. In addition, several customers had

substantial WIP andfor finished goods inventories, not all of which they werc required to
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424

purchase pursuant ta their agreements with Genfast. A summary of the Receiver's sales of

Genlast’s WIP and finished goods inventories is attached as Schedule “07,

The Receiver hos reached an agreement with Ford, pursuant 1o he accormmodation agrecment it
cntered inlo with Genfast during the CCAA Proceedings, lo purchase certain WIP and finished
goods, which agreement is subject to Court approval. The terms of this agreement are discussed

further in Section 5.0 of this Fifth Report.
Litigation and Proposed Settlement with GFC and GFC WMexico

The Receiver commenced litigation in Ontarie agninst GFC and ils Mexican alfilate ("GFC
Mexico™), for their failure to purchase approximately USS113,000 of WIP and/or fimished goods
inventories pursuant lo the agreement they entered inle with Genfast ar, in the case of GIC
Mezico, its failure lo cornplete the bill of sale it signed with the Receiver (the "GFC

Litigation™).

The Receiver met with representatives of GFC on Qctober 10, 2007, to review Genfast's

inventory of GFC and GFC Mexico paris,

At the conclusion of the meeting, GFC proposed a settlemnent of the GFC Litigation whereby
GFC wuould purchase certain of Genfast’s parts for US 574,058.70 plus applicable taxes and GFC
Mexico would complete the Bill of Sale it signed with the Receiver in the amount of US
$20,777.16 plus applicable taxes. The Receiverand GFC Mexico have reached an agreement and
are in the process of finalizing same. An executed copy of the GFC Settlement Agreement will be

provided in a Supplemental Report to be filed with the Court before the retumn of this motion {the

*GFC Settlement Agreement®).

The proposed GFC Settlement Agreement would result in the Receiver being paid approximately

US 595,000 or §2.5% of the Receiver’s total claim of approximately US $113,000.
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4.3

44.1

The Receiver recommends that the Court authorize it to enter into the GFC Settlement Agreement
as it believes that the payment of approximately US 395,000 is a reasonable settlement of GFC's
obligation under the agreement it signed with Genfast in March 2007 and GFC Mexico's
requirement under the Bill of Sale it signed with the Receiver after consideration of the costs and

delays the Receiver would otherwise incur if it pursued the GFC Litigation.
“The Magna Litigation and Propoesed GM Litigatien

As described above, the Receiver has commenced the Magnu Action [or, among other things,
Magna's refusal to purchase WIP and finished goods inventory. In addition, as deserbed in
section 6.0 below, the Receiver's efforts to resolve the dispute with GM regarding its purchase of
certain WIP and finished goods inventory have been unsuccessful and as such, the Receiver has
reserved its riphts to, and has determined that it has no alternafive but lo commence litigation
against GM with respect to this and other unresolved issues with GM as discussed below (the

*GM Litigation™).
Unsaleable Invenfory

Based on ite extensive cormmunications with Genfast’s customers, the Receiver believes that it
has exhausted all prospects for the sale to these customers of Genfast’s remaining WIP and
fnished goods inventeries other than those inventories relating to either the agreements reached
with Ford and GFC/GFC Mexico or the Magna Action and the GM Litigation (the “Saleable
Inventory™). Accordingly, the Receiver believes that the only realizable value of the WIP and
finished goods remaining 2fter excluding the Saleable Inventory (the "Unsaleable Inventory”) is
its scrap steel value. The aggregate sales price of the Unsaleable Inventory (i.e. valuing the
finished goods fnventory at its sales price and the WIP inventory at its sales price multiplied by
its percenlage of completion) is approximately 51.9 million of which $1.2 million relates to the

Obsolete nventory.
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In September 2007, the Receiver arranged for four (4) serap steel dealers to submit bids far the
purchase of the Unsaleable Inventory. The highest offer was submitted by K&I at a purchase
price of 5220 per ton. K&K is also respensible for removing the Unsaleable Inventery from its
current location at the Premises. Given thal most of the Unsaleable Inventory is Obsolete
Invenlory. the Rt:ceivm:‘s inability to sell the Unssleable Inventory to Genfast's former
customers, and the faet that K&K s offer is the highest of the four (4) proposals submitied. the
Receiver recommends that this Honourable Court approve the szle of the Unsaleable Inventory o

K &I forits then serap value which is currently estimated to be 3220 per ton.
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5.0 Agreement with Ford Motor Company

“The Receiver and Ford bave entered into Minutes of Setlement (the “Ford Agreement™), which are
conditional upon Court approval, to resolve all outstanding issues involving Genfast, including the
purchase of cerinin WIP and finished goods inventory by Ford and the purchase of certain steel coil
inventory {(the “Ford Steel Coil Inventory™) by Emerald and MNP. Details of the Ford Agreement will
be provided in a Supplemental Repqrt to be filed with the Court before the return of this motion. The

Receiver will be seeking approval of the Ford Agreement on this motion.

5.1.1 IF for any reason the sale of any inventery pursuant (o the Ford Agreement is not completed, the
Receiver requests thal this Court anthorize the Receiver o sell any portion of such inventory for

its scrap value.
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6.0 Status of Discussions with General Motors Corporation

The Receiver and GM have resolved the substantive business issues with respect to GM's purchase of
certzin raw malerial invenlory and are in the process of finalizing an agreement 1o reflect this settlement.
Notwithstanding extensive discussions, the Receiver and GM have been unable to resolve the balance af
the outstanding matlers involving Genfast. The current status of all issues between the Receiver and GM

are putlined below.,
6.1 Accounis Receivable

6.1.1  According to Genlast’s books and records, the balance of GM's account receivable as at the date
of this Report 15 $S'76;617.06, all of which relates to shipraents rnade by Genfast 1o GM prior lo
March 2, 2007. The Receiver believes that it has reconciled all of this balance to GM's records
with the exception of §23,656.85, which GM is still eviewing, and 512,402 that GM claims has

already been paid.

6.1.2  GM is asserting set-off clairns against the entire Genlast receivable owing by GM o Genlast as

follows:

i) legal and professional fees totalling approximately §165,000;
i) a $400,000 payment to Local 4153 of the United Steelworkers” Union;
ifi)  payments to Genfast's salaried employees totalling approximately $75,000;
iv) {reight charges totalling approximately $63,000;
v} expedite costs totalling approxumately $110,000; and
vi}  Cost recovery charges of approximately 342,000,
Therefore, it is GM's position (hat, due to these sct-offs and the fnvoices it is disputing, it does not owe

any outstanding amounts to Genfast.
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6.13

63

6.3.1

Based on the advice of lezel counsel, the Receiver believes thas it has = reasonable legal basis on
which to challenge the validity of the set-off claims being asserted by GM. The Receiver has had
discussions with GM resarding its set-off claims in an attemnpt to reach a szitlement which
reflects the relative legal merits of each parties” position. These discussions have reached an
impasse. Accordingly. the Receiver intends to commence Hiigation ageinst GM in an effort 1o,

amonge olher things, recover GM’s putstanding reccivable balance.

WIF and Finished Goods Inventories

The Receiver has been advised by the Applicant that on March 24, 2007, GM agreed to purchase
from Genlast all “useable™ and “merchentable™ [inished goods, WIP and related mw materials
with usesble and merchaniable having the meaning aseribed 1o such terms in custornary
accommodalion agreements (the “GM Accommodation Agreement”). The purchase price that
GM apreed to pay was its purchase price for the finished goods, the prorated selling price for

WIP (based on percentage of completion) and Genfast’s cost for raw materials.

In an effort o determine what would be “useable™ inventory under the Givl Aceommodation
Agreement, the Receiver reviewed the purchase orders that GM issued to Genfast which were
stil sutstanding and unfulfilled as at the date of the Appointment Order. Based on this review,
the Receiver has concluded that GM is obligated under the GM Accommedation Agreement (o

purchase US 5204,414.68 of WIP inventery and US $34,494.29 of finished goods inventory.

G has refused to purchase any WIP or finished goods inventory. Accordingly, as described

above, the Receiver will be commencing the GM Litigation.
Steel Coil Inventories

In an effort to determine what would be “useable™ inventory under the GM Accommodation

Agreement, the Receiver reviewed GM's purchase orders and determined the type of steel coil
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6.3.2

633

inventory that was used to produce GM products and created a list of steel coil that Genfast had
on hand and which was associated with GM paris production {the *GM Steel Coil Inventory™).

The listing was subsequenily forwarded to GM with a request that they purchase said inventory.

The Receiver and GM are in the process of {inalizing an agreement {the “GM Agreement™) for
the purchase by GM of the GM Steel Coil Invenlory, which will be conditional upon Court
approval, and the details of which will be provided in 2 Supplementary Report to be [iled with the
Court belore the return of this motion. The Receiver will be seeking approval of the GM

Agreement on this malion.

If for any reason the sale of the GM Steel Coil Inventory is not completed, the Receiver requests
that this Court authorize the Receiver to scil any portion of the GM Steel Coil Imventory,

mcluding the Rejected GM Steel Inventory, for ils serap value.
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7.0 D&O Second Interim Distribuiion

111

7.1.2

713

As described in the Fousth Report, there are two outstanding appeals of claims filed and denied in
the D&:0 Claims Process {as defined in the Fourth Report): one from PricewaterhouseCoopers
fne.. as administrator of the Bargaining Unit Pension Plan for Members of the United
Sweelworkers of America and Retirement Plan f{or Salaried Employees (the “Pension Plan
Administrator”) and another from Her Majesty the Queen in the Right of Ontaric as Represented
by the Superintendent of Financial Services {"FSCO™). Each of these claims are for the same
arnount in respect of the same unpaid speeial and regular pension contributions to April 3, 2007,
the date of the receivership/bankruptey, but cach claim is based on different theories of Hability

(collectively, the “Disputed Pension Claims™).

The Receiver has disallowed the Disputed Pension Claims except for a small amount {51,509.14)
in respect of contributions deducted but not remitied by Genfast ffom employee wages prior o

the Receiver's appointment (the *Deducted/Unremitied Pension Contribution Claim™).

Pursuant to the July 25 Order, the Court suthorized and divected the Receiver to establish a
reserve in the amount of $248,302.98 untl adjudication or resolution of such Disputed Pension
Claims (the “Dispunted Pension Claims Reserve”). The July 25 QOrder alse provided that the
balance of the Directors” Charge, after deducting the Disputed Pension Claims Reserve, being
£336,816.62, be distributed by the Receiver from funds on hand, to; {i} former Genfast
Employees 5o entitled, on a pro rata basis in partial payment of the outstanding vnpaid amounts in
respect of Vacaion Pay after deducting and distributing to CRA from such amount the applicable
source deductions (the “Second Vacation Pay Distribution™); and (ii} the Pension Plan
Administraior in partial payment of the Deducted/Unremitted Pension Contribution Claim. As
with the initial fnterim distribution of Vacation Pay claims and applicable source deductions

pursuant to the Aprl 24 Order, the second interim distibution of additional Vacation Pay
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7.1.5

amounts, applicable source deductions and the Deducted/Unremitled Pension Contribution Claim

reduced the amount of the Directors’ Charge by an cquivalent amount.

During the week of Seplember 7, 2007, the Receiver issued the Second Vacation Pay Distribution
in sccordance with the July 25 Order. The Receiver has also issued the payment on account of
the Deducted/Unremitted Pension Contribution Claim to the Pension Plan Administrator to which

it was entitled pursuant to the July 235 Order.

As a result of the two distributions il has made lo date, the Receiver has paid out approximately
90.5% of the accepted Vacation Pay claims arsd. the Deducled/Unremitted Pension Contribution
Claim, leaving a remaining balance on the Direclor’s Charge of $248,502.98. In the event that
the Disputed Pension Claims are success{ully appealed, the remainmg balance of the Direstor™s
Charpe will be used to pay 90.5% of the Dispuled Pension Claims. In the event that the
disallowances of the Disputed Pension Claims are upheld, the balance of the accepted Vacation
Pay claims and the Deducted/Unremitted Pension Contribution Claim (being 9.3% of such

claims) will be paid from the remaining balance of the Director’s Charge.
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8.0 Genfast Books and Records

8.1 Wiaintenance of Genfast®s Books and Records

8.1.1 Genfast's books and records are maintained in both a physical paper and computerized [ormat.

§.1.2  Genfast's physical docwments are located at the Premises and a third party storage eility located

i Toronte. The Recefver intends to vacate the Premises as soon as possible after the equipment is

removed pursuant 10 the terms of the Auction Services Agreement which must be no later than

December 22, 2007. As such, il has been necessary for the Receiver to review all of Genfast's

physical docurmnents located at the Premises. Records that have been boxed uvp and will be

remaved o a third party storage site prior 1o the Premises being vacated in or about December

2607, consist of the following:

Employee personnel files;

GST and PST files for the last six {6) years;

Corporate income tzx files for the last six {(6) years;

Accounts payable listing as at the date of the Receivership and related invoice copies;
Wonth end financial statements for the last two (2) years;

Year end financial statements for the Jast six {G) years;

Contents of the Controller's office;

Contents of the Plant Manager's office;

Year end payroll register for the last six (6} years;

the manuals and documentation related 1o the MANMAN computer system;

all documents with respect to related-party transactions; and

Sales inveices and related delivery dacuments, purchase orders or contracts and certain

customer release information related to accounts receivable in exisience as at the date of
Recejvership which are still uncollected.
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§.1.3 In an effort 1o free up space for the Maynards auction and reduce anticipated {ulure storage costs,
certain physical records of Genfast Tocated at the Premises which the Receiver determined were
no longer relevant Lo the administration of the cstate, have becn destroyed by the Receiver. These
records include those related to: accounts payable which were not ouislanding at the time of the
Appointment; invoicing and shipping records regarding sales which were paid in full prior to the
Appointment Order; month-end financial statements which are more then two (2) years old:
weekly payroll records and detailed manulacturing records. However, cerlain of these physical

records are duplicated on Genfast’s computer records.

8.14  Genfast did not maintain = list of records stored at the off-site location. which the Receiver has
been advised is comprised of approximately 2,565 boxes. The Receiver has also been advised by
former Genfast employees that the records are very old, with most of them pre-dating the sale of
the Company by Stelco in or about March 1998, The Receiver is in the process of acranging for

the creation of a “high-level” inventory of the records stored offsite.

8.1.3 The Receiver is also in possession of Genfast’s Shareholder Meeting Minute Book, Board of

Director Meetng Minute Book, 2nd incorporation documents.

8.1.6 The computerized records of Genfast are physically located at the Premises and consist of the

following:

e Financial and manufacturing records which were created in a proprietary program,

MANMAN, and stored on a segregated server (the “NMANVIAN Server™);

o Specific files stored by Genfast employees under network share names, including Public,
Shared, Users, Engineering, Flan Eng, HR, Quality and Sales which are located on another

file server (the *“User Server™}; and
o Individual files that employees have saved on their personal computers.
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S.1.7

5.L8

8.1.7

Upen its appointment. the Receiver immediately restricted all access to the above computer
records, The Receiver has subsequently had back-ups made of all of the above computer records,

which are stored at the Receiver’s oflices.

The e-mail system uscd by Genfast was maintained by MNP, with the server located at MINFP's
premises in Ulica, Michigan. While the Receiver has also backed up zll of the data contained in
Genfast's user accounts localed on MNP's email server, it is not clear how complete these files

are.

The Receiver has also been advised by Genfast's former information technology manager that
most Genfast c-mail users were instructed to move their e-mafl documents to user folders that
were created specifically for each employee and which were stored on the User Server. i is

unknown how rizorously these instructions were followed by the Genfast employees.

Records Request Protocol

The Recciver is currently revicwing issucs and potential solutions associated with maintaining
ongoing access to Genfast’s computer records incl:uéing the possibility that records maintained on
the MANMAN Server may not be available if this server has to be moved off-site when the
Premises are vacated. In particolar, the Receiver has been advised by Genfast’s former
Information Technology Manager that since the MANMAN Server is approximately ten (10}
years old, and is therefore unstable and subject to frequent down time, it may be in;pussihlc lo
successfilly re-locate it ofisite. Further, the ability of the Receiver to transfer the eomputer dala
stored on the MANMAN server to an off-site third party data burean will be dependent on
whether or not the MANMAN operating system can be successlully trensferred, which opemting

system is stored on tape and the integrity of which is unkmown.
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822 Numerous parties will require access lo the boolks and records of Genfast for diseovery purposes

including {he partes to the Grievance (as defined below) and the Bank Liligation, The Receiver

has already received a request from the United Stechworkers Union (FUSW™) Lo access certain

tecords of Genfast to advanee the Grievance.

8.23 The Receiver has, through discussions with the affected parties, developed the following

protocol, which it proposes be approved by this Court and applied (o any parties seeking to access

Genlast's books, records and documents within the meaning of Rule 30.01 of the Ontario Rules of

Chil Procednre {the *“Records™) but does not apply o the Disputed Pension Claims and the

resolution of same:

)

The Receiver has been advised by ils counse? that as there are no longer any directors and
officers of Genfast, the authonty to assert privilege aver any of the Records rests with
Genfast’s shareholders, which the Receiver understands to be Genfast Manufacturing
Inc., Genfast Holding Corporation and the Berman Family, LLC (collectively, the
“Shareholders”). Accordingly, prior to any party being provided with access to the
Records, the Sharehelders will have until November 30, 2007 to review the Records in
order o determine if they wish to asserl privilege over any of the Records. The
Shareholders will be responsible for all cosls sssaciated with the review of the Records
for the assertion of privilege, including, but not limited to, all photocopying costs and the
fees and disbursements refated to the attendance of counsel {or the Shareholders to
conduct the teview; a representative of the Receiver; and the former Information
Technology Manager from the Company {to the extent that the review includes
computerized records). The Shareholders shall prepare a list of the Records over which
privilege is being claimed, describing the Records with sufficient specificity to permit
them to be identified and stating the basis for the claim to privilege. The Receiver shall

then segregate the Records and any dispute over the obligation o produce such Records
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shall be adjudicated in the proceeding to which the Records are said fo be relevant, and
the Receiver shall be entitled o produce the Recurds i accordance with 2 final Order
made in such proceedings. Once privileze is clajmed, subject to any disputes, privilege is

deemned to be waived with respect to any remaining Records; and

any pariy who wishes {o gain access 1o the Records shall make a request, in writing, 0
the Receiver, who shall coordinate access al a mutually agreeable time for which the
requesting party shall pay 2ll rcasorable costs including, _bul not limiled to, all
phéiecmpying costs and the reasonable fees and disbt.;rsc.mcn!s for the al{.t:ndance oft the
party’s own counsel; a representative of the Receiver; and the former Information
Technology Manager of the Company {(to the extent that the review includes

computerized records) {collectively the “Records Request Protocal®).
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8.0 United Steelworkers Grievaice

5.0

912

On or about April 30, 2007, the USW commenced a grievance for all unpaid severance pay.
termination pay, unpaid wages, unpaid vacation pay, pension contributions and all benefits owed
1o USW members who are {ormer employees of Genfast {the *Grievance™). The Grievance.
which was brought against Genfast, MNP, Utica, GFC and cerlain directors of Genfast, alleges

that all of the respondents are jointly and severally Hable for these putstanding oblimtions.

In order to advance the Grievance, the USW brought a motion seeking leave of this Court to lili
the stays of praceedings impesed by the Appoiniment Order and the Bankrupley Order. Upon
reaching an agreement witl the USW en the torms of a satisfaclory Order, the Receiver and the
Trustee consented to an Order providing, among other things, that the stays of proceedings be
lifted to allow the Gricvance to proceed against Genfast. A copy of the Order to which the USwW,

the Receiver and the Trustee consented to is atlached as Schedule P,

Prior te the attendance of counsel for the USW, the Receiver and the Trustee {o have the USW
Order approved on consent, MNP, Utica and GFC advised that they would be opposing the
granting of leave to lifi the stays of proceedings in both the recciversiip and the banlqupiey. This

motion will be heard by this Court an November 5, 2007.
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10.0 Auciion

10.1.1

i0.1.2

Pursuant to the Fuly 25 Order and the Auction Services Aureement, the auction of Genfast's fixed
assets was conducted by Maynards at the Premises on October 17 and 18, 2007. Maynards is
currently assembling the accounting and other related information fom the auction which,
pursuant o the Auction Services Agreement, they are obligated to pravide to the Receiver within

ten (10) days afier the completion of the auction.

‘The Receiver will report to the Court in due course with the results of the Maynards avetion once
is has received and had the opportunity to review the accounting in respect of the auction with
Maynards. However, the Recciver has been advised by Maynards that the proceeds of the
auclion, along with the anticipated realizations on certain machines that were not sold at the

auction, sre cxpected to be less than Maynards' net minimum suarntee of 514,500,000,
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11.0 Payables from CCAA Proceedings

11.1.1 At the request of the Monitor, which request was made pursuant (o paragraph 8 of the Order made
on April 3, 2007 during the CCAA Proceedings, the Receiver has reviewed Gonfast's financial

records related to the CCAA Proceedings and completed:

1) a summary of Genfast’s receipls and disbursements during the period March 8 to April 3,

2007

(i) a listing af Labilities that Genfast incurred during the CCAA Proceedings and which

rernain unpaid; and

{ifi) & comparison of lisbilities incurred by Genfast during the period March 26 to Apnl 8,

2007 and the paymenls made by Genfast against those labilities.
All of this information has been provided to the Monilor and the Applicant. The Receiver has been
advised that the Monitor and the Applicant are working to resolve what amounts, if any. will be paid in

respect of liabilities incurred prior to the bankouptey and the receivership,

et
[2%]
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12.0 Wind-Up of Salaried and Union Pension Plans

12.1.} On or about QOctober 74 and 25, 2007, the Receiver received Notices of Proposal to make an

Order pursuant to section 69 of the Pension Benefits Act {Ontario) (the “PBA"), copies of which
are allached as Schedule “QY, that the Genlast Manulacluring Company Retirement Plan for
Salaried Employees and the Genfast Monulacuring Company Bargaining Unit Pension Plan {or
members of the USW, be wound up effective April 3, 2007, The Receiver does not iniend to
reguest a hearing belore the Financial Services Tribunal 1o which it is entitled pursusnt to

section S$(6) of the PBA, nor does it intend 1o take any position on the proposed PBA Order.
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13.0 Receiver’s Interin Statement of Receipis and Disbursements

13.1.1

13.1.2

13.1.3

13.1.4

Attached, 2s Schedule “R™, to this report is the Receiver's Statement of Receipts and
Disbursements for the period from the date of the Receiver's appointment, Apnl 3, 2007, 1o

October 4, 2007.

The Receiver has collected receipts of apgroximately $9.97 million primarily from the collection
of accounls receivable, sales of WIP and nished goods inventories, and the sale of notural gas.
The Receiver is also holding in brust the deposit it received from Maynards pursuant (o the

Auction Services Agreement (the “Auction Deposit™).

The Receiver has incurred disbursements of approximately $2.96 million consisting primarily of
rent payments for the Genfast facility, payments to the former employees for wages and vacation
pay outsianding as at the Receiver's appointment pursuant to the April 24 Order and the July 35

Order, payroll for the Receiver’s temporary employees and utlities for the Premises.

Accordingly, the Receiver currently has approximately $7.01 million in net funds as at October 4,
2007 consisting of approximately $345,000 in current accounls and approximately 56.67 million
it term deposits, before consideration of the Recejver’s acorued liabilides including its fees and
disbursements and those of its counsel ta date. The Recciver is also holding the Auction Deposit

in an interest bearing term deposit,
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14.0 Recommendations

14.1.1 For the reasons sct aut above, the Receiver respectfully requests that this Honourable Court grant

an Order, among other things,
e approving this Fifth Repori and the activities of the Receiver described herein;
= auothorizing the Receiver to enter inio and complete the Sivaco Agreement;

e appraving the sale of approximately 636,000 pounds of the Remaining Raw Iviateriuls
Inventery to MNP at the purchase price of approximately US 144,000, plus applicable

laxes:

e approving the sale of approximately 139,000 pounds of the Remaining Raw Matedals

Inventory to B&D at a purchase price of approximately US $28,000, plus applicable taxes;

= approving the sale of approximately 183,000 pounds of the Remaining Raw Matedals
Inventory to Emerald at a purchsse price of approximately US $30,000, plus applicable

taxes;

= authorizing the Receiver to sell for scrap value that pertion of the Rermaining Raw

Materials Inventory not sold to MNP, B&D and Emerald;
¢ authorizing the Receiver to enter into and complete the CBC Agreement;

= authorizing the Receiver to sell Genfast's thread die inventory to MNP for approximately

US 345,000, plus applicable taxes;
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¢ authorizing the Receiver (o enter into and complete the GFC Settlement Asreement;

¢ authorizing the Receiver to sell the Unsalcable Inventory to K&K for its scrap value, plus

applicable taxes;

¢ authorizing the Receiver to complete the Ford Agreement, including the sale of the WIP
and finished goods inventory to Ford and the sale of the Ford Steel Coil Inventory lo MINP

and Emerald;

authorizing the Receiver to, if the sale of any inventory being sold pursuaint to the Ford

Agreement or any portion thereof is not completed, sell such inventory for ils serap value;

© authorizing the Receiver o enter inta and complele the GM Agreement, including the
vesting of all dight, title and interest in the GM Steel Coil Inventory in and to GM upon

the filing of a Receiver's Certificate with the Court by the Receiver;

e authorizing the Recelver to, if the sale of the GM Steel Coil Inventory is not completed,
sell the GM Steel Coil Inventory and sell any of the Rejected GM, Steel Coil Inventory for

its scrap value; and
o approviag the Records Request Protocol.

All of which is respestfully submitted this 29" day of October, 2007.

KPMG Inc.,

solely in its capacity as Court-Appointed Receiver
of the assets, properties and undertakings of
Genfast Manufacturing Company and not in it

pﬁm;itﬁj:rpmg?pamty

Per:  Nicholas Brearton
Sentor Vice President
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