District: Ontario

Division No. 07- Hamilton
Court No. 32-2683371
Estate No 32-2683371

ONTARIO

SUPERIOR COURT OF JUSTICE
(Commercial List)

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF
WELLAND FORGE CORP.

MOTION RECORD

November 19, 2020 MADORIN, SNYDER LLP

TO:

Barristers and Solicitors
55 King Street West, 6™ Floor
Kitchener, ON

Tim McGowan
Tel: 519.744.4491
tmcgowan@kw-law.com

Rob Bickle
Tel: 519.744.4491
rbickle@kw-law.com

Lawyers for Welland Forge Corp.

BDO CANADA LIMITED
1 City Centre Drive, Suite 1700
Mississauga, ON L5B 1M2

Vince Siciliano
Tel: 905.615.6200
vsiciliano@bdo.ca

Peter Naumis
Tel: 905.615.6207
pnaumis@bdo.ca

Proposal Trustee



AND TO: MILLER THOMSON LLP
Scotia Plaza
40 King Street West, Suite 5800
P.O. Box 1011
Toronto, ON M5H 3S1

David Ward

Tel: 416.595.8625

Fax: 416.595.8695
dward@millerthomson.com

Erin Craddock

Tel: 416.595.8631

Fax: 416.595.8695
ecraddock@millerthomson.com

Lawyers for the Proposal Trustee

AND TO: FASKEN MARTINEAU DUMOULIN LLP
Bay Adelaide Centre
333 Bay Street, Suite 2400
P.O. Box 20
Toronto, ON M5H 2T6

Stuart Brotman

Tel: 416.865.5419
Fax: 416.364.7813
sbrotman@fasken.com

Lawyers for The Toronto-Dominion Bank

AND TO: XEROX CANADA LTD
20 York Mills Road, Suite 500
Box 700
Toronto, ON M2P 2C2

AND TO: UNIFOR LOCAL 523
205 Placer Court
Toronto, ON M2H 3H9

Anthony Dale
Anthony.Dale@unifor.org

AND TO: IMT PARTNERSHIP PORT COLBORNE FORGE
837 Reuter Road
P.O. Box 100
Port Colborne, ON L3K 5V7

Ken Hunter
khunter@imtcorporation.com



AND TO:

AND TO:

ATTORNEY GENERAL OF CANADA
Department of Justice Canada

Ontario Regional Office, Tax Law Section
120 Adelaide Street West, Suite 400
Toronto, ON M5H 1T1

Diane Winters

Tel: 647.256.7459

Fax: 416.973.0810
Diane.winters@justice.gc.ca

Lawyers for the Minister of National Revenue

MINISTRY OF FINANCE (ONTARIO)
Legal Services Branch

777 Bay Street, 11" Floor

Toronto, ON M5G 2C8

Kevin O’Hara
Tel: 416.327.8463
Kevin.ohara@ontario.ca



Tab

District: Ontario
Division No. 07- Hamilton
Court No. 32-2683371
Estate No 32-2683371
ONTARIO
SUPERIOR COURT OF JUSTICE
(Commercial List)
IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF
WELLAND FORGE CORP.

TABLE OF CONTENTS
Page No
NOLICE OF IMIOLION ...t et re e enes 1-9
The First Report of the Proposal Trustee dated November 19, 2020 ...........c.ccccevennee. 10-35
Affidavit of Shawn Parnham sworn November 19, 2020...........ccccccevveiveieiecveesnene 36-46

Exhibit "A" — Notice of Intention to Make a Proposal, dated October 27, 2020......... 47-48

Exhibit "B" — Welland Forge - Bill of Sale to Port Colborne Forge,
dated November 16, 2020 .........ccocveiiiieiiiieeecieeee et 49-50

Exhibit "C" — KMJ Quote dated July 23, 2020...........cccccvriririiieneeeneeee e, 51-53

Exhibit "D" — PPSA Search results for Welland Forge dated June 10, 2020 .............. 54-60



TAB 1



District: Ontario

Division No. 07- Hamilton

Court No. 32-2683371

Estate No 32-2683371
ONTARIO

SUPERIOR COURT OF JUSTICE
(Commercial List)

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF
WELLAND FORGE CORP.

NOTICE OF MOTION
(returnable November 25, 2020)

Welland Forge Corp. (“Welland Forge” or the “Company”) will make a motion to the court

on November 25, 2020 at 10:30 a.m. by videoconference due to the COVID-19 pandemic.

PROPOSED METHOD OF HEARING: The motion is to be heard orally.

THE MOTION IS FOR:
(a) an order:
() if necessary, abridging the time for service and filing of this notice of motion
and the motion record and dispensing with further service thereof;
(i)  granting a charge in favour of BDO Canada Limited in its capacity as proposal
trustee in these proceedings (“Proposal Trustee”), counsel to the Proposal
Trustee, and counsel to Welland Forge (collectively, the “Professional
Group”) to secure payment of their professional fees and disbursements to a
maximum amount of $200,000 (the “Administration Charge”);
(i)  approving the Company’s sale (“Sale Transaction”) of three discrete items of
forging equipment (“Purchased Assets”) to IMT Partnership Port Colborne

Forge (“Purchaser”);



(iv)  vesting all of Welland Forge’s right, title and interest in and to the Purchased

Assets in the Purchaser;

(v) approving the first report of the Proposal Trustee, dated November 19, 2020

(the “First Report”), and the conduct and activities of the Proposal Trustee as

described therein;

(vi)  sealing Confidential Appendix ‘I’ to the First Report; and

(b)

such further and other relief as this Honourable Court may deem just.

THE GROUNDS FOR THE MOTION ARE

Background

(@)

(b)

(c)

(d)

Welland Forge filed a notice of intention to make a proposal, dated October 27,

2020 (the “NOI”) under which the Proposal Trustee was appointed.

Welland Forge is an Ontario corporation located in Welland, Ontario. Prior to
ceasing operations in late October 2020, the Company utilized custom metal
forgings to create high strength metal parts for various industries, including

automotive, truck and trailer, and oil and gas.

The circumstances leading to the filing of the NOI are set out in the affidavit of
Shawn Parnham, sworn November 19, 2020 (“Parnham Affidavit”) and the First
Report. By way of overview, Welland Forge initiated NOI proceedings due to
growing operating losses exacerbated by the departure of a significant customer
in October 2020. This customer accounted for approximately 65% of the
Company’s sales. The loss of this customer meant that the business was no longer

viable.

The Company’s financial position has also been negatively impacted by the global

pandemic. Welland Forge’s biggest customers have historically been in the



automotive industry. These customers are particularly vulnerable to the volatile
nature of the oil and gas industry, and the COVID-19 pandemic has exacerbated

that volatility.

(e) As detailed in the Parnham Affidavit, efforts to sell the business as a going concern

in 2016, and again in 2018, had proven unsuccessful.

() Accordingly, Welland Forge determined to wind down operations.

Sale Transaction

(9) In an effort to assess its wind-down options, the Company retained Platinum Asset
Appraisals (“Platinum”) on August 11, 2020, to appraise certain of its equipment

on a forced liquidation basis (“Equipment”).

(h) In the course of its appraisal, Platinum took into account certain key facts and

made certain key assumptions, including:

(1) the Equipment is very expensive to decommission, remove and relocate;
(i) maximizing the Equipment’s realization value could take twelve to eighteen
months; and
(iii) the appraised values reflect gross realization figures post-pandemic.
(1) Subsequent to the delivery of the appraisal, Platinum reported to the Proposal

Trustee that if the Company conducted a sale of its Equipment in the next 90 days,
the proceeds could be 20% - 30% less than appraised values, and some

equipment would likely remain unsold.



0

(k)

()

(m)

(n)

(0)

(P

(@)

As described in the Parnham Affidavit, the Purchaser is a related entity forgery
operation based in Port Colborne, Ontario, approximately 14 kilometres from the

Company.

The Purchaser has identified three discrete items of Equipment that the Purchaser
believes it can relocate, install and utilize in its own forgery operations in Port

Colborne (Purchased Assets).

The purchase price for the Purchased Assets exceeds Platinum’s appraised value

at a pre-pandemic level.

Subject to court approval, the Purchaser and Welland Forge intend to document

the Sale Transaction by way of a bill of sale.

Due to their size and nature, it is extremely costly to remove and relocate the
Purchased Assets. The fact that the Purchaser is situated relatively close to
Welland Forge represents a unique opportunity to redeploy the Purchased Assets

in an economic manner.

The Proposal Trustee has determined that the Sale Transaction is more beneficial
than a liquidation of the Purchased Assets and is of the view that the Company
has acted in good faith in its efforts to realize going concern and other value from

the entire Company.

The Sale Transaction is otherwise commercially reasonable. The consideration to
be received for the assets is reasonable and fair taking into account their market

value.

The Company’s primary secured creditor is supportive of the Sale Transaction.



(r)

(s)

(t)

The relevant union is not expected to oppose the Sale Transaction.

Good faith efforts were made to solicit non-related purchasers.

The statutory test prescribed by s. 65.13 of the Bankruptcy and Insolvency Act,
R.S.C. 1985., c. B-3, as amended (“BIA”) relating to the disposition of assets in a

proposal proceedings is otherwise satisfied.

Administration Charge

(u)

(v)

(w)

(x)

Sealing Order

v)

The Company is requesting a first-ranking Administration Charge over all of the
Company’s assets, undertaking, and property in favour of the Professional Group

to secure payment of their professional fees and disbursements.

The patrticipation of the Professional Group is critical to a successful Proposal

Proceeding.

The Professional Group is not willing to assume the risk of extending credit to the
Company in connection with the Proposal Proceedings. It is unlikely that the
Professional Group will continue to participate in the Proposal Proceedings unless
their reasonable fees and disbursements are secured by way of the proposed

Administration Charge.

The quantum of the proposed Administration Charge is reasonable given the

nature and scope of the services to be provided.

In order to protect the Company’s ability to negotiate with other parties to sell its
remaining Equipment, Welland Forge is requesting that Confidential Appendix ‘I

to the First Report be sealed until further order of this Court.



Other

2 The provisions of the BIA, and the statutory, inherent and equitable jurisdiction of

this Court;

(@aa) Section 137(2) of the Courts of Justice Act, R.S.0. 1990, c. C.43, as amended,;

(bb)  Rules 1.04, 2.01, 2.03, 3.02, 37 of the Rules of Civil Procedure, R.R.O, 1990, Reg.

194, as amended; and

(cc)  Such further and other grounds as the lawyers may advise.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the Motion

(dd)  The First Report, together with the appendices thereto;

(ee) The Parnham Affidavit, together with the exhibits thereto; and

() Such further and other evidence as the lawyers may advise and this Honourable

Court may permit.

November 19, 2020 MADORIN, SNYDER LLP
Barristers and Solicitors
55 King Street West, 6" Floor
Kitchener, ON

Tim McGowan
Tel: 519.744.4491
tmcgowan@kw-law.com

Rob Bickle
Tel: 519.744.4491
rbickle@kw-law.com

Lawyers for Welland Forge Corp.



TO:

AND TO:

AND TO:

AND TO:

BDO CANADA LIMITED
1 City Centre Drive, Suite 1700
Mississauga, ON L5B 1M2

Vince Siciliano
Tel: 905.615.6200
vsiciliano@bdo.ca

Peter Naumis
Tel: 905.615.6207
pnaumis@bdo.ca

Proposal Trustee

MILLER THOMSON LLP
Scotia Plaza

40 King Street West, Suite 5800
P.O. Box 1011

Toronto, ON M5H 3S1

David Ward

Tel: 416.595.8625

Fax: 416.595.8695
dward@millerthomson.com

Erin Craddock

Tel: 416.595.8631

Fax: 416.595.8695
ecraddock@millerthomson.com

Lawyers for the Proposal Trustee

FASKEN MARTINEAU DUMOULIN LLP
Bay Adelaide Centre

333 Bay Street, Suite 2400

P.O. Box 20

Toronto, ON M5H 2T6

Stuart Brotman

Tel: 416.865.5419
Fax: 416.364.7813
shrotman@fasken.com

Lawyers for The Toronto-Dominion Bank

XEROX CANADA LTD

20 York Mills Road, Suite 500
Box 700

Toronto, ON M2P 2C2



AND TO: UNIFOR LOCAL 523
205 Placer Court
Toronto, ON M2H 3H9

Anthony Dale
Anthony.Dale@unifor.org

AND TO: IMT PARTNERSHIP PORT COLBORNE FORGE
837 Reuter Road
P.O. Box 100
Port Colborne, ON L3K 5V7

Ken Hunter
khunter@imtcorporation.com

AND TO: ATTORNEY GENERAL OF CANADA
Department of Justice Canada
Ontario Regional Office, Tax Law Section
120 Adelaide Street West, Suite 400
Toronto, ON M5H 1T1

Diane Winters

Tel: 647.256.7459

Fax: 416.973.0810
Diane.winters@justice.gc.ca

Lawyers for the Minister of National Revenue

AND TO: MINISTRY OF FINANCE (ONTARIO)
Legal Services Branch
777 Bay Street, 11" Floor
Toronto, ON M5G 2C8

Kevin O’Hara
Tel: 416.327.8463
Kevin.ohara@ontario.ca



TAB 2

10



11

District of Ontario

Division No. 07-Hamilton
Court File No. 32-2683371
Estate No. 32-2683371

ONTARIO
SUPERIOR COURT OF JUSTICE
IN BANKRUPTCY

IN THE MATTER OF THE PROPOSAL OF
WELLAND FORGE CORP.
OF THE CITY OF WELLAND,
IN THE REGIONAL MUNICIPALITY OF NIAGARA,
IN THE PROVINCE OF ONTARIO.

FIRST REPORT OF THE PROPOSAL TRUSTEE
NOVEMBER 19, 2020



TABLE OF CONTENTS

10T LT ) 1
BaCKOIOUND . ... ettt e 3
Financial Position of the Company ... i 4
Activities of the Proposal TruStee. ... ..oon e 6
[0 ol (o N 3 =T [ o] - 6
Cash FIOW ProJeCtion .. ....ccooioi ittt e ee e eas 6
Monitoring Receipts and Disbursements. ........coovoiiiiiii i eeeaaaas 6
Communicating With Creditors ........cooiiiiiiii e en e 7
Proposed Sale of the Purchased ASSetS. .....coviiviiiiiiii e 7
Prior Marketing and Going Concern Sale Efforts...........coooiiiiiiiiiiiiiiin. 7
Sale Of PUrChased ASSEtS .. ..ottt e e e 8
ADMINISEration Charge ....oooe et e aaaees 12
Conclusion and ReCoOmMmMENdation .........oeouiiiii i ee e eenas 13

12



Appendix ‘I’
Appendix ‘I’

Appendix ‘llI”
Appendix ‘IV’

Confidential
Appendix ‘I’

13

LIST OF APPENDICES

Certificate of Filing of a Notice of Intention to Make a Proposal
Company’s Cash Flow Projection and Related Assumptions for the
13-week Period Ending January 30, 2021

Proposal Trustee’s Reports on the Cash Flow Projections

Bill of Sale

Welland Forge Corp. Equipment Appraisal of Platinum Asset
Appraisal



Introduction

1.

5.

This report (“First Report™) is filed by BDO Canada Limited in its capacity as proposal
trustee (in such capacity, the “Proposal Trustee”) in connection with a Notice of
Intention to Make a Proposal (“NOI”) filed on October 27 2020 (“Proposal
Proceeding”) by Welland Forge Corp. (“WFC” or the “Company’’) pursuant to section
50.4(1) of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended
(“BIA). A copy of the Certificate of Filing a Notice of Intention to Make a Proposal
is attached as Appendix “I”".

Welland Forge Corp. (“WFC” or the “Company’’) is an Ontario corporation located
in Welland, Ontario. Prior to ceasing operations in late October 2020, the Company
provided custom metal forgings to create high strength metal parts for various

industries, including automotive, truck and trailer, and oil and gas.

As is further explained below, according to WFC, the Company’s business is no longer
economically viable and has not been for at least the past four years. Due to growing
operating losses exacerbated by the departure of a significant customer in October

2020, the Company recently decided to wind down its business.

The alternative to a successful Proposal Proceeding is a bankruptcy liquidation. The
proposal to be made by the Company (“Proposal”) is supported by the Company’s
parent company G & J Capital Inc. (**G&J’). G&J supports the Proposal so that WFC

may:
a. effect an orderly, transparent, and court-supervised wind-down of operations;

b. ensure that the Company’s senior secured lender is unaffected by the Proposal,

as is required by the terms of a forbearance agreement;

c. ensure that the Company’s unsecured creditors, particularly employees, have an

opportunity for a better outcome than would occur in a bankruptcy proceeding.

The First Report is submitted by the Proposal Trustee in conjunction with WFC’s

motion for an order:

14



approving the sale of three discrete items of forging equipment to a sister

company;

granting an Administration Charge (as defined below) in favour of the Professional

Group (defined below); and

approving the First Report and the activities of the Proposal Trustee as set out

herein.

Purpose of First Report

6.

7.

The purpose of this First Report is to provide the Court and creditors with information

related to the relief sought by the Company. This First Report provides:

a.

information regarding the Company, its financial position, and the purpose of the

Proposal Proceedings;
a description of the activities of the Proposal Trustee;
a discussion of the Company’s request for the Administration Charge; and

information related to the proposed sale by the Company of three items of

machinery and equipment to a related party.

This Report should be read in conjunction with the affidavit of Shawn Parnham,
WEC’s Chief Financial Officer, to be sworn (the “Parnham Affidavit™).

Restrictions

8.

In preparing this First Report, the Proposal Trustee has relied upon unaudited

financial information prepared by the Company’s representatives, the Company’s

books and records and discussions with its representatives. The Proposal Trustee has

not performed an audit or other verification of such information. An examination of

the Company’s financial forecasts as outlined in the Canadian Institute of Chartered

Accountants Handbook has not been performed. Future oriented financial

information relied upon in this First Report is based on assumptions formulated by

the Company’s representatives regarding future events; actual results achieved may

vary from this information and these variations may be material.

All references to dollars are in Canadian currency unless otherwise specified.
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Background

10.

11.

12.

13.

14.

15.

16.

Prior to its cessation of operations and NOI filing, Welland Forge had operated for 55
years as a closed-die forging operation providing forged and heat treated metal
components to the lifting, oil and gas, mining, construction automotive, truck and

trailer, and oil and gas sectors.

The Company, which is privately owned, operated from an 11.6 acre leased premises
located at 139 Centre Street, Welland, Ontario.

According to WFC, the Company has experienced increasing financial difficulties over
the past several years. WFC has incurred approximately $5 million in aggregate

operating losses over the last five years.

Operating losses were compounded by the loss of the Company’s largest customer in
early 2020 to competition in India. This customer accounted for approximately 65% of

sales. The loss of this customer meant that the business was no longer viable.

The Company has advised the Proposal Trustee that as of the date of the NOI filing,
WFC does not have any contracts or ongoing operations, except for the limited

ongoing delivery of finished goods to wind down its remaining inventory.
In all of the above circumstances, the purpose of the NOI filing is to:

a. Obtain a stay of proceedings and to preserve the status-quo while permitting a
court supervised wind-down of operations and disposition of certain discrete

assets;

b. Present a proposal to unsecured creditors that affords them an opportunity to
realize a greater return than they would in a hard-stop liquidation bankruptcy

scenario.

The NOI filing allows the Company to maintain control of its assets. Management will
work to collect the Company’s accounts receivable and realize on WFC’s equipment
in an orderly fashion, and under the supervision of this Court and the Proposal

Trustee.
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Financial Position of the Company

The Toronto-Dominion Bank

17.

18.

19.

20.

21.

22.

23.

WFC, as guarantor, is a party to a $65 million credit agreement between G&J, as
borrower, The Toronto-Dominion Bank (““TD”), as administrative agent on its own
behalf and on behalf of certain other lenders (collectively, the “Lenders™), dated
February 19, 2019 (“Credit Agreement’). The agreement was amended on June 30,
2020. In addition to WFC, there are several other related entity guarantors that are

parties to the Credit Agreement.

As security for the Credit Agreement, TD has a general security interest against all
of WFC’s assets that is registered under the Personal Property Security Act R.S.O.
1990, c. P. 10, as amended (the “PPSA™).

TD has advised WFC that the Company’s insolvency and these Proposal Proceedings
are defaults under the Credit Agreement. Subject to certain conditions and
covenants, TD has agreed to forbear from exercising its rights under the Credit
Agreement to facilitate WFC’s wind down, liquidation and proposal to unsecured

creditors.

TD, WFC, G&J and the related corporate guarantors entered into a Forbearance

Agreement, dated October 27, 2020 (““Forbearance Agreement”).

The Forbearance Agreement, among other things, requires WFC to obtain an order
lifting the stay of proceedings in the Proposal Proceeding to permit TD to exercise
any and all rights and remedies available to TD in respect of WFC and its property
(“Lift Stay Order”). The Company sought and obtained the Lift Stay Order on
October 29, 2020.

It is also a condition of the Forbearance Agreement that any proposal made by WFC

stipulate that TD is an unaffected creditor.

The Proposal Trustee has requested a legal opinion on the validity and enforceability
of TD’s security from Miller Thomson. At the time of this First Report, Miller Thomson

is in the process of completing the legal opinion.

17



Xerox Canada Ltd.

24,

In addition to TD, Xerox Canada Ltd. (“Xerox’’) has also registered a security interest
against the Company under the PPSA as security for the lease of photocopiers to WFC.

The assets that WFC is proposing to sell are not subject to Xerox’s security interest.

Other Creditors

25.

26.

WFC is indebted to related parties in the approximate amount of $8,500,000 as at
October 27, 2020. This amount includes an estimated $1,800,000 owing to Welland
Forge Land Corp., the Company’s landlord, and $6,600,000 owing to G&J. The
related parties have advised the Proposal Trustee that they intend to postpone the

related party debt for the benefit of the unsecured creditors.

The Company’s remaining creditors are trade creditors who are owed approximately
$750,000 as at October 27, 2020.

Former Employees

27.

28.

29.

As indicated, the Company does not have any ongoing operations. All 65 of its
employees were terminated prior to the NOI filing (the “Former Employees™). Of
these Former Employees, approximately 45 are unionized and represented by Unifor
Local 523.

The Company has advised the Proposal Trustee that WFC paid the Former Employees
all outstanding wages and vacation pay prior to the NOI Filing. WFC is current with

its payroll remittance obligations to Canada Revenue Agency (“CRA”).

The Company has also advised the Proposal Trustee that there may exist certain
claims by Former Employees for, among other things, termination and severance pay.

According to WFC, these claims total approximately $2,065,000.

18



Activities of the Proposal Trustee

Notice to Creditors

30.

31.

32.

In accordance with its obligations under the BIA, the Proposal Trustee mailed notices
to all known creditors of the Company regarding the filing of the NOI on October 27,
2020.

These notices were in two different forms: i) one for the trade and other creditors
and, ii) one for the Former Employees. The notice to the Former Employees provided
additional details to address any questions the Former Employees may have regarding

the Proposal Proceeding.

In addition, the Proposal Trustee has created and will post certain court documents
and other information about the Proposal Proceeding on its website for these

proceedings: https://www.bdo.ca/en-ca/extranets/wellandforge.

Cash Flow Projection

33.

34.

The Company’s cash flow projection and related assumptions for the 13 week period
ending January 30, 2021, together with management’s report on the cash flow
projection (as required under subsection 50.4(2)(c) of the BIA) is attached as

Appendix “II’.

Based on the Proposal Trustee’s review of the cash flow projection, there are no
material assumptions which seem unreasonable in the present circumstances. The
Proposal Trustee’s report for the Company on the cash flow projection (as required
under subsection 50.4(2)(b) of the BIA) is attached as Appendix ‘III’.

Monitoring Receipts and Disbursements

35.

The Proposal Trustee has arranged reporting and monitoring processes with the
Company’s management, including reviewing all of WFC’s cash flow, financial

reporting, and receipts and disbursements on a weekly basis.
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Communicating with Creditors

36.

37.

38.

The Proposal Trustee has and continues to field calls, answer questions and update

the Former Employees and other creditors on the Proposal Proceedings.

The Proposal Trustee has also had discussions with Unifor Local 523 to maintain
transparency and encourage open communication with respect to the Proposal

Proceeding.

The Proposal Trustee also continues to report to TD regarding key events in the
administration and the status of the Proposal Trustee’s weekly monitoring of the

Company.

Proposed Sale of Certain Assets to Related Entity

39.

40.

The Company’s assets include accounts receivable (*“A/R’’) and certain machinery
and equipment (“Equipment” and together with A/R, the *“Assets”). WFC’s
management has been instrumental in the collection of A/R since the beginning of

the Proposal Proceedings.

The Equipment consists of approximately sixty discrete items of forging machinery
and equipment ranging in size from small saws and drills to large furnaces and

presses.

41. The Assets are subject to TD’s security interest.

Prior Marketing and Going Concern Sale Efforts

42.

43.

In 2016 WFC (and certain related entities) retained KPMG Corporate Finance Inc.
(**KPMG™), as its financial advisor with a mandate to pursue a going concern sale of

WFC’s business and the business of certain related entities (2016 Sales Process”).

In furtherance of the 2016 Sales process, KPMG identified 30 potential strategic
buyers for WFC’s business. However, only nine of these potential purchasers

requested and received a Confidential Information Memorandum (““CIM™).

20



44,

45.

46.

47.

48

Sa

The Company has advised the Proposal Trustee that the 2016 Sales Process did not

result in any offers for WFC’s business.

WEFC (and certain other related entities) retained KPMG again in the summer of 2018
in a second attempt to market and divest the business as a going concern (2018

Sales Process™).

In furtherance of the 2018 Sales Process, KPMG expanded its list of global strategic
buyers to 76 (from the original 30 potential purchasers). Of these potential

acquirers, 27 requested and received a CIM.

The Proposal Trustee understands that as was the case with the 2016 Sales Process,

the 2018 Sales Process unfortunately did not result in any offers for WFC’s business.

. Further details of the Company’s unsuccessful attempts to achieve going concern sale

value are set out in the Parnham Affidavit.

le of Purchased Assets

49.

50.

In an effort to further assess its options, the Company retained Platinum Asset
Appraisals (“Platinum™) on August 11, 2020 to appraise the Equipment on a forced
liquidation basis. A copy of Platinum’s appraisal is attached as Confidential

Appendix “I”.

In the course of its appraisal, Platinum took into account certain key facts and made

certain key assumptions, including:

i.  The nature of the Equipment is such that it is very expensive to remove and

relocate;

ii.  Maximizing the realization value of the Equipment would require at least

twelve to eighteen months;

iii.  Values in the appraisal reflect gross realization numbers post-pandemic. For
the reasons explained below, it is probable that gross realizations would be

less if the Equipment is sold during the pandemic.
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51. Subsequent to the delivery of the appraisal, Platinum reported to the Proposal Trustee
that if the Company conducted a sale of its Assets in the next 90 days, the proceeds
could be substantially less than even the appraised values, and that some assets
would likely remain unsold. Taking into account the ongoing global pandemic, the
depressed current economic climate in Ontario, and the approaching holiday season
slowdown in business activity, Platinum has opined that it is reasonable to expect a
discount on gross realizations in the order of 20% - 30% compared to appraised values.
This opinion also takes into account the fact that pandemic related restrictions on
potential US buyers entering Canada remain in place and buyers are generally
unwilling or unable to travel. Based on the nature of the assets, it is unlikely that a
buyer would make a purchase offer “sight unseen” unless such offer was made at a

significant discount.

52. As described in the Parnham Affidavit, IMT Partnership Port Colbourne Forge
(“Purchaser”) is a related entity forgery operation based in Port Colbourne, Ontario,

approximately 14 kilometres from WFC.

53. The Purchaser has identified three items of WFC’s Equipment that the Purchaser
believes it can relocate, install and utilize in its own forgery operations in Port

Colbourne (collectively the “Purchased Assets™):
a. Erie 4,000 Metric Ton Press (the “Erie Press™);
b. National 4” Upsetter (the “Upsetter”); and
c. Miller 200 AMP TIG Welder.

54. Subject to court approval, the Purchaser and WFC intend to document the sale by way
of bill of sale (*“Sale Transaction). A copy of the Bill of Sale is attached as Appendix
“IV”.

55. Pursuant to section 65.13 of the BIA, an insolvent person subject to NOI proceedings
may not sell or dispose of its assets outside of the ordinary course of business unless

authorized by the Court.

56. Section 65.13(4) of the BIA also lists criteria to be considered by the Court when
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determining whether to approve a proposed transaction.

57.

In the case of a sale to a related person, section 65.13(5) of the BIA provides that

the Court must be satisfied that good faith efforts were made to sell or otherwise

dispose of assets to non-related parties. A Court must also be satisfied that the

consideration to be received is better than the consideration that would have been

received from any other offer made in accordance with the process leading to the

proposed sale.

58. The Proposal Trustee is of the view that the process leading to the Sale Transaction

was reasonable in the circumstances because:

The purchase price for the Purchased Assets is significantly higher than Platinum’s

assessment of the liquidation value of the Purchased Assets;

There were two recent unsuccessful sales processes run by KPMG that did not
result in offers for any part of WFC’s business. It is unlikely that embarking on
such a process - for yet a third time- would yield any different or better result,
let alone achieve greater realizations such as would begin to offset the costs of

a further sale process;

Due to the size and nature of the Purchased Assets (particularly the extremely
large 4,000 metric ton Erie Press) it is extremely costly to remove and relocate
the Purchased Assets even to a facility that is as close as PC Forge. The fact that
PC Forge is situated relatively close to WFC represents a unique opportunity to

redeploy the equipment in an economic manner.
The Trustee is not aware of any opposition to the Sales Transaction; and

TD is supportive of the Sale Transaction

59. The Proposal Trustee supports the Sale Transaction for the following reasons:

a.

The proceeds of the Sale Transaction almost certainly exceed potential

realizations (if any) of the Purchased Assets in a bankruptcy proceeding due to

23
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the unique nature of the equipment (viz. aged, difficult to relocate, forgery

industry specific, etc.);

The purchase price is greater than Platinum’s appraisal of the specific pieces of

equipment, even at a pre-pandemic level;

The Erie Press weighs approximately 420,000 Ibs. and the Company has advised

the Proposal Trustee that it has no scrap value; and

The giant scale of the Erie Press and Upsetter, and enormous costs to
decommission, move and re-install are a deterrent to potential purchasers. The
Purchaser has estimated that the cost to move the Erie Press and the Upsetter

will exceed $1.3 million.

60. The Proposal Trustee has determined that a Sale Transaction is more beneficial than

a liquidation of the Purchased Assets in failed proposal and ensuing bankruptcy

proceeding because in a bankruptcy proceeding:

a.

b.

a trustee in bankruptcy will incur additional costs;

the Company’s management may be less inclined to assist in the realization

process in a bankruptcy shut-down;
TD may enforce its rights under its security; and

WFC’s customers may be less receptive to the A/R collection efforts of a trustee

in bankruptcy, resulting in reduced overall realizations.

61. The Company has advised the Proposal Trustee that they intend to liquidate the

62.

63.

remaining Equipment in due course.

The Company has advised the Proposal Trustee that those creditors with PPSA

registrations will be provided with notice of the motion for approval of the Sale

Transaction.

The relevant union has also been made aware of the proposed Sale Transaction and

appears to be accepting of it in the circumstances.
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64. The Proposal Trustee is of the view that the Company has acted in good faith in its

efforts to realize going concern and other value from the entire company, including

the three discrete items of equipment that are the subject of the proposed sale.

Administration Charge

65.

66.

67.

68.

The Company is requesting a $200,000 first ranking priority charge over all of the
Company’s assets, undertaking, and property (the “Administration Charge”) in
favour of the Proposal Trustee, the Proposal Trustee’s legal counsel, Miller Thomson
LLP, and the Company’s legal counsel, Mandorin, Snyder LLP (collectively the
“Professional Group”) to secure payment of their professional fees and

disbursements.

As set out in the Parnham Affidavit, the Company believes that the Administration
Charge is essential to a successful Proposal Proceeding and wind down of the
Company.

The participation of the Professional Group is critical to a successful Proposal

Proceeding and will, collectively, include necessary activities such as:

a. Administration and monitoring of the Proposal Proceedings, including preparing
reports to creditors, the Official Receiver, and this Court as may be required by
the BIA;

b. Preparing, updating and reviewing the Company’s cash flows and related financial

disclosures;
c. Corresponding with the Company’s stakeholders, as required;
d. Preparing, drafting and filing all necessary court materials; and
e. Providing general corporate and specialized restructuring advice to the Company.

Because of their familiarity with the Company’s business and their specialized
experience in proposal proceedings generally, the services to be provided by the
Professional Group are important components of the Proposal Proceeding. Further,
the Professional Group has and will work cooperatively to ensure there is no

unwarranted duplication of work performed.
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69. The Proposal Trustee is of the view that the Administration Charge is appropriate in

these circumstances:

a.

e.

The proposed services add value and are essential to a successful Proposal

Proceeding;

It is necessary for the Company to pay the reasonable fees and disbursements of

the Professional Group;

The Professional Group is not willing to assume the risk of extending credit to the
Company in connection with the Proposal Proceedings. It is unlikely that the
Professional Group will continue to participate in the Proposal Proceedings unless
their reasonable fees and disbursements are secured by way of the proposed

Administration Charge;

The quantum of the proposed Administration Charge is reasonable given the

nature and scope of the services to be provided; and

TD is supportive of the Administrative Charge.

70. The Company has advised the Proposal Trustee that all creditors having PPSA

registrations against the Company will be served with the motion record.

71. Representatives of the union are also on notice of this motion and have been

consulted.

Conclusion and Recommendation

72. In all of the above circumstances, the Proposal Trustee respectfully recommends the

Court grant the relief sought by the Company.

All of which is respectfully submitted this 19" day of November, 2020.

BDO CANADA LIMITED

in its capacity as Proposal Trustee under the
Notice of Intention to Make a Proposal

filed by Welland Forge Corp. and not in its
personal capacity

Per:

2

Vince Siciliano, CPA, CGA, CIRP, LIT
Senior Vice President
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I * I Industry Canada Industrie Canada
Office of the Superintendent Bureau du surintendant
of Bankruptcy Canada des faillites Canada

District of Ontario

Division No. 07 - Hamilton

Court No. 32-2683371

Estate No. 32-2683371

In the Matter of the Notice of Intention to make a
proposal of:

Welland Forge Corp.
Insolvent Person

BDO CANADA LIMITED / BDO CANADA LIMITEE
Licensed Insolvency Trustee

Date of the Notice of Intention: October 27, 2020

CERTIFICATE OF FILING OF A NOTICE OF INTENTION TO MAKE A PROPOSAL
Subsection 50.4 (1)

I, the undersigned, Official Receiver in and for this bankruptcy district, do hereby certify that the aforenamed
insolvent person filed a Notice of Intention to Make a Proposal under subsection 50.4 (1) of the Bankruptcy and
Insolvency Act.

Pursuant to subsection 69(1) of the Act, all proceedings against the aforenamed insolvent person are stayed as of
the date of filing of the Notice of Intention.

Date: October 27, 2020, 12:32

E-File/Dépobt Electronique Official Receiver

Federal Building - Hamilton, 55 Bay Street N, 9th Floor, Hamilton, Ontario, Canada, L8R3P7, (877)376-9902
1+l

Canada
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IN THE MATTER OF THE PROPOSAL OF
WELLAND FORGE CORP.
OF THE CITY OF WELLAND,
IN THE REGIONAL MUNICIPALITY OF NIAGARA,
IN THE PROVINCE OF ONTARIO.

Report on Cash-flow Statement by the Company Making the Proposal

Welland Forge Corp. (the “Company”) has developed the assumptions and prepared the attached
statement of projected cash-flow of the insolvent person, as of the 4" day of Naovember, 2020,
consisting of the Statement of Projected Cash-Flow and Notes and Assumptions to the Statement of
Projected Cash-Flow.

The hypothetical assumptions are reasonable and consistent with the purpose of the projection
described in Note 1, and the probable assumptions are suitably supported and consistent with the
plans of the insolvent person and provide a reasonable basis for the projection. All such
assumptions have been disclosed in Notes 2 - 5.

Since the projection is based on assumptions regarding future events, actual results will vary from
the information presented and the variations may be material.

The projection has been prepared solely for the creditors of the Company for the purpose
described in Note 1, using a set of probable and hypothetical assumptions set out in Notes 2 - 5.
Consequently, readers are cautioned that it may not be appropriate for other purposes.

Dated at Welland, Ontario, this 4" day of November, 2020,

Welland Fgrge Corp.
Per:

ﬁmesrl-lacking
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IN THE MATTER OF THE PROPOSAL OF
WELLAND FORGE CORP.
OF THE CITY OF WELLAND,
IN THE REGIONAL MUNICIPALITY OF NIAGARA,
IN THE PROVINCE OF ONTARIO.

Trustee's Report on Cash-flow Statement
(Paragraphs 50(6)(b) of the Act)

The attached statement of projected cash-flow of Welland Forge Corp. (the “Company”), as of
the 4™ day of November, 2020, consisting of an unaudited monthly cash flow statement, has been
prepared by the Company for the purpose described in Note 1, using the probable and hypothetical
assumptions set out in Note 2 - 5.

Our review consisted of inquiries, analytical procedures and discussion related to information
supplied to us by the Company. Since hypothetical assumptions need not be supported, our
procedures with respect to them were limited to evaluating whether they were consistent with the
purpose of the projection. We have also reviewed the support provided by the insolvent person for
the probable assumptions and the preparation and presentation of the projection.

Based on our review, nothing has come to our attention that causes us to believe that, in all
material respects,

(a) the hypothetical assumptions are not consistent with the purpose of the projection;

(b) as at the date of this report, the probable assumptions developed by the insolvent person
are not suitably supported and consistent with the plans of the insolvent person or do not
provide a reasonable basis for the projection, given the hypothetical assumptions; or

(c) the projection does not reflect the probable and hypothetical assumptions.

Since the projection is based on assumptions regarding future events, actual results will vary
from the information presented even if the hypothetical assumptions occur, and the variations may
be material. Accordingly, we express no assurance as to whether the projection will be achieved.

The projection has been prepared solely for the creditors of the insolvent person for the
purpose described in Note 1, and readers are cautioned that it may not be appropriate for other
purposes.

Dated at Mississauga, Ontario, this 4" day of November, 2020.
BDO CANADA LIMITED

Trustee
Per:

o

Peter Naumis, B. Comm., CIRP, LIT
Vice President
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WE I.I.AND FORGE 139 Centre Street,

AN IMT GROUP PARTNER P.O. Box 216
Welland, On L3B 5P4

Phone: (905) 732-7536

2020-11-16

BILL of SALE

Assets sold to:

IMT Partnership (PC Forge)
837 Reuter Road

Port Colborne, ON

L3K 5V7

Forging cell 705

Erie 4000 metric ton press s/n 990380
Blow, 300 ton trim press s/n H559
Elevator dumper

Prohlich 65” vibratory Billet Feeder
Cross feed converyor

Raydyne billet furnace

Outfeed conveyor

Upsetter cell 804

National 4” upsetter s/n 14467
Ajax induction furnace

Raw material dumper

Outfeed conveyors

Jib crane with hoist

Miller, 200 amp tig welder, syncrowave 200
All assets sold as is.

Lot price of $200,000
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District: Ontario

Division No. 07- Hamilton
Court No. 32-2683371
Estate No 32-2683371

ONTARIO
SUPERIOR COURT OF JUSTICE
(Commercial List)

IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF
WELLAND FORGE CORP.

AFFIDAVIT OF SHAWN PARNHAM
(sworn November 19, 2020)

I, Shawn Parnham, of the City of Burlington, in the Province of Ontario, MAKE OATH

AND SAY:

1. I am the Chief Financial Officer of the IMT Group of Companies (the “IMT Group”).
IMT Group owns and operates Welland Forge Corp. (“Welland Forge” or the “Company”). As

such, I have knowledge or the information hereinafter set out.

A. Overview

2 This affidavit is made in the context of Welland Forge’s recent notice of intention to make
a proposal proceeding under the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as amended

(“BIA”™), and in support of a motion by Welland Forge for an order:

a. granting a charge in favour of BDO Canada Limited in its capacity as proposal
trustee in these proceedings (“Proposal Trustee”), counsel to the Proposal Trustee,

and counsel to Welland Forge (collectively, the “Professional Group”) to secure

50445379.1

37



payment of their professional fees and disbursements to a maximum amount of

$200,000 (the “Administration Charge”);

b. approving the Company’s sale (“Sale Transaction™) of three discrete items of
forging equipment (“Purchased Assets”) to a related party purchaser IMT

Partnership, Port Colborne Forge (“Purchaser”);

& vesting all of Welland Forge’s right, title and interest in and to the Purchased Assets

in the Purchaser;

d. approving the first report of the Proposal Trustee, dated November 18, 2020 (the
“First Report”), and the conduct and activities of the Proposal Trustee as described

therein; and

e. sealing Confidential Appendix ‘I’ to the First Report.

3. The balance of this affidavit will provide a brief overview of Welland Forge’s business,
the circumstances leading up to the filing of the notice of intention to make a proposal (“NOI”),

and the relief requested by the company.

B. Background

4. Welland Forge is an Ontario corporation that operated from a leased premises in Welland,
Ontario. Welland Forge provided closed die forging and machining services to local and
international customers in various industries including automotive, defense, aerospace and
construction. Until it ceased operations in October 2020, Welland Forge processed a range of
materials including steel, aluminium, and titanium in accordance with customer specifications

through various forging processes including hammer, press and upset forging.

50445379.1
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5. Welland Forge is part of IMT Forge Group, an operating division of IMT Group. IMT
Group is a North American manufacturing conglomerate that makes metal components for the
transportation, oil and gas, aerospace, mining and defence industries. IMT Forge Group is a North
American-based organization that manufactures forged, heat treated, and machined metal
components that are certified to its customers’ requirements. The division is comprised of three
separate business units: Welland Forge, IMT Partnership Port Colborne Forge, and Clifford-Jacobs
Forging Company Illinois. IMT Forge has three production facilities across Canada and the United

States. The facilities are located in Port Colborne and Welland, Ontario, and Champaign, Illinois.

C. Circumstances Leading to NOI

6. On October 27, 2020, Welland Forge filed an NOI under the BIA and BDO Canada Limited
was appointed proposal trustee (“Proposal Trustee”). A copy of the NOI is attached as Exhibit

66 A”

7. Welland Forge initiated NOI proceedings as a result of sustained and mounting losses and
an inability to achieve profitability. For the past five years, Welland Forge has incurred losses

(before taxes) totaling:

a. 2015 Fiscal Year: $1,756,444;
b. 2016 Fiscal Year: $2,157,730;

& 2017 Fiscal Year: $17,445;

d. 2018 Fiscal Year: $541,435; and

e. 2019 Fiscal Year: $354,209;

For total losses of $4,827,263 for that time period.

8. In addition to ongoing operating losses, in 2020, Welland Forge lost its largest customer to

an overseas supplier. This customer accounted for 65% of the Company’s sales.

50445379.1
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9. IMT Group’s management (“Management”) has determined that, given Welland Forge’s
ongoing operating losses, the loss of the Company’s largest customer, and the global COVID-19

pandemic, Welland Forge is no longer a viable business and is insolvent.

D. Prior Unsuccessful Sales Processes

10.  Welland Forge (and certain related IMT Group companies) retained KPMG Corporate
Finance (“KPMG™) in 2016 and 2018 as its financial advisor to extensively market and sell
Welland Forge and the related IMT Group companies as a going concern, either individually or as

a corporate group (“2016 Sales Process™).

11.  As part of the 2016 Sales Process, KPMG identified 30 potential purchasers for Welland
Forge’s business in Canada and the United States. Of these 30 potential buyers, only nine
requested and received the detailed seventy-five page confidential information memorandum

prepared by KPMG.

12.  Despite KPMG’s efforts, the 2016 Sales Process did not result in any offers for Welland

Forge’s business.

13.  Welland Forge (and certain other related IMT Group entities) retained KPMG again in the
summer of 2018 as its financial advisor to attempt to market and divest the companies’ businesses

either individually or as a corporate group (“2018 Sales Process™).

14.  In connection with the 2018 Sales Process, KPMG prepared both a "teaser" and a new

seventy-one page confidential information memorandum for prospective purchasers.

50445379.1
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15. KPMG identified 75 potential strategic partners and private equity firms that might have
an interest in purchasing Welland Forge’s business or assets. The potential purchasers were

located in, among other countries, North America, India, Japan, Mexico, and Austria.

16. As with the 2016 Sales Process, the 2018 Sales Process did not result in any offers for
Wel.and Forge’s business. While one intention of interest was received, it was for the assets of an

IMT Group entity located in the U.S. and from an American company.

17.  Following the two failed sales processes, Management arrived at the conclusion that buyers
were not interested in Welland Forge’s business because it was unprofitable, inefficient and could

not compete with overseas suppliers.

18.  As a result, Management determined that it was unlikely that any further attempts to sell
Welland Forge’s business or assets in 2020 would be viable because of the company’s continuing
operations losses, the loss of Welland Forge’s largest customer, the depressed economic
environment created by the COVID-19 pandemic, and the pandemic’s impact on the automotive

and other industries in North America in which Welland Forge’s customers were located.

E. Sale Transaction

19.  On August 11, 2020, the Company retained Platinum Asset Appraisals (“Platinum™) to

provide an appraisal of Welland Forge’s forging and support equipment.

20. In its appraisal, Platinum considered certain key facts and made certain assumptions

including:

50445379.1
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a. values in the appraisal were determined using pre-pandemic values and gross

realizations could be 20-30% less if the equipment is marketed during the

pandemic;
b. it is expensive to remove and relocate the forging equipment; and
g. it would take 12-18 months to maximize realizations of the equipment.

21.  Management has determined that three of Welland Forge’s machines (out of approximately
60 items of equipment) could be usefully redeployed and utilized at Port Colborne Forge (“PCF”),
an IMT Group entity related to Welland Forge. Subject to court approval, the proposal is that PCF

would purchase the following items (the Purchased Assets):
a. Erie 4,000 Metric Ton Press and accessories (“Erie Press™);
b. National 4" Inch Upsetter and accessories (“Upsetter”); and
A Miller 200 Amp Tig Welder (“Welder”).
22.  The purchase price for the Purchased Assets is $200,000 (“Purchase Price”). This is
significantly higher than the appraised value of $152,000. The appraised values are as follows:
a. Erie Press: $125,000;
b. Upsetter: $25,000; and
c. Welder: $2,000.
23. In addition to the Purchase Price, the Purchaser will assume the enormous costs—relative

to the value of the equipment—involved in decommissioning, removing and transporting the Erie

Press to the Port Colborne facility. These costs are further detailed below.

50445379.1
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24.  Welland Forge and PFC will document the sale by way of a bill of sale. A copy of the bill

of sale is attached as Exhibit “B”.

25.  Welland Forge intends to sell its remaining equipment in due course, likely by way of
auction.
26.  The cost to move the Erie Press is significant due to its size: the Erie Press weighs over

460,000 pounds and is more than 30 feet tall.

27.  On or about July 23, 2020, Welland Forge obtained a quotation from KMJ Industrial
Contractors Inc. (“KMJ”) to move the Erie Press from Welland Forge’s business to PCF’s facility
in Port Colbourne, Ontario—a distance of approximately 14 km. KMIJ has advised Welland Forge

that it will cost $360,000 plus HST to move the Erie Press only 14 km.

28.  Due to the size and weight of the Erie Press, the Company understands that special
approvals from the municipal and provincial governments will be required. A copy of the KMJ

quotation is attached as Exhibit ""C”.

29.  The net result is that the cost of moving the Erie Press alone substantially exceeds its
appraised value and negatively impacts Welland Forge’s ability to sell the equipment to an arms-

length purchaser.

30.  There are also logistical problems in moving the Erie Press. Due to its weight, any truck
moving the Erie Press cannot use a route that involves crossing a bridge. This significantly limits

the number of potential purchasers of the Erie Press.

50445379.1
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31. Similarly, based on my familiarity with the business and moving similarly sized items of
equipment, I estimate that it would likely cost an additional $25,000 to $30,000 to relocate the

Upsetter, although no formal quotation has been obtained.

32.  Additional factors also militate against Welland Forge’s ability to sell the Purchased Assets
to a third party. American and Canadian markets are currently flooded with forging equipment
because many forge businesses in Canada and the United States have closed and are attempting to

liquidate their assets.

33.  As well, and as is apparent from the quote from KMJ, the cost to relocate the Erie Press
increases significantly with the distance to transport the press. While the United States is the
logical market for the Erie Press, given the much larger market and more robust forging industry
in the U.S., the cost of shipping the equipment to and recommissioning the equipment in the United
States would be prohibitively expensive given the appraised value of the Erie Press. As a result,

it is unlikely that a purchaser could be located in the United States.

34. In all of the above circumstances, Management has determined that the costs of
decommissioning, relocating, and recommissioning the Purchased Assets, particularly the Erie

Press, are prohibitive and severely limit the marketability of the Purchased Assets.

35.  Management believes that the proposed Sale Transaction is in the best interests of the
Company because it monetizes certain assets of Welland Forge that are otherwise not readily

saleable and provides funds for the company’s proposal.

36.  Welland Forge has provided notice of this motion to the two creditors that have registered

security interests against the company under the Personal Property Security Act, R.S.0. 1990. c.

50445379 1
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P. 10, as amended (“PPSA™): The Toronto-Dominion Bank (“TD”) and Xerox Canada Ltd.

(“Xerox™). A copy of the PPSA search results for Welland Forge are attached as Exhibit “D”.

37.  Welland Forge has also consulted with and provided notice of this motion to UNIFOR

Local 523, the union that represents 44 of Welland Forge’s 62 former employees.

38.  Iam advised by TD, Welland Forge’s primary secured creditor, that it is supportive of the

Sale Transaction. Xerox does not have a security interest registered against the Purchased Assets.

39. Iam also advised by the Proposal Trustee that it supports the Sale Transaction.

F. Administration Charge

40.  Welland Forge is also requesting an Administration Charge in the maximum aggregate

amount of $200,000.

41.  The Company is requesting that the Administration Charge rank prior to the interests of all
of the company’s secured and unsecured creditors. Significantly, the first ranking secured creditor
with security as against the entire IMT Group does not oppose the grant of the charge or the

requested priority.

42.  1believe the Administration Charge is essential to a successful proposal.

43. Tt is unlikely that the Professional Group will continue to participate in the proposal
proceedings unless their reasonable fees and disbursements are secured by way of the proposed

Administration Charge.

44.  The quantum of the proposed Administration Charge is reasonable given the nature and

scope of the services to be provided by the Professional Group, the expected duration of the

504453791
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proposal proceedings, and the uncertainty of Welland Forge’s ability to fund professional fees

from free cash flow.

SWORN BEFORE ME by videoconference
with the Affiant in Burlington, Ontario and the
Commissioner at the City of Kitchener, in the
Regional Municipality of Waterloo in the
Province of Ontario on November 19, 2020

VIS Pty

Robert K. Bickle Shawn #amham
Commissioner for Taking Affidavits

50445379.1
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I * ' Industry Canada

Office of the Superintendent
of Bankruptcy Canada

District of Ontario
Division No. 07 - Hamilton
Court No. 32-2683371

Estate No. 32-2683371

Exhibit "A" of the Affidavit of
Shawn Parnham sworn this
19th day of November 2020

Industrie Canada SLAT

Bureau du surintendant ;
des faillites Canada Robert K. Bickle, Lawyer

In the Matter of the Notice of Intention to make a
proposal of:

Welland Forge Corp.
Insolvent Person

BDO CANADA LIMITED / BDO CANADA LIMITEE
Licensed Insolvency Trustee

Date of the Notice of Intention:

October 27, 2020

CERTIFICATE OF FILING OF A NOTICE OF INTENTION TO MAKE A PROPOSAL

Subsection 50.4 (1)

I, the undersigned, Official Receiver in and for this bankruptcy district, do hereby certify that the aforenamed
insolvent person filed a Notice of Intention to Make a Proposal under subsection 50.4 (1) of the Bankruptcy and

Insolvency Act.

Pursuant to subsection 69(1) of the Act, all proceedings against the aforenamed insolvent person are stayed as of

the date of filing of the Notice of Intention.

Date: October 27, 2020, 12:32

E-File/Dépét Electronique

Official Receiver

Federal Building - Hamilton, 55 Bay Street N, 9th Floor, Hamilton, Ontario, Canada, L8R3P?7, (877)376-9902

i+l

Canada
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WELLAND FORGE

AN IMT GROUP PARTNER

50

139 Centre Street,

P.O. Box 216

Welland, On L3B 5P4
Phone: (905) 732-7536

2020-11-16
BILL of SALE

Assets sold to:

IMT Partnership (PC Forge)
837 Reuter Road

Port Colborne, ON

L3K 5V7

Forging cell 705

Erie 4000 metric ton press s/n 990380
Blow, 300 ton trim press s/n H559
Elevator dumper

Prohlich 65” vibratory Billet Feeder
Cross feed converyor

Raydyne billet furnace

Outfeed conveyor

Upsetter cell 804

National 4" upsetter s/n 14467
Ajax induction furnace

Raw material dumper
Outfeed conveyors

Jib crane with hoist

Miller, 200 amp tig welder, syncrowave 200
All assets sold as is.

Lot price of $200,000

Exhibit "B" to the Affidavit of
Shawn Parnham sworn this
19th day of November, 2020

SO Ve

Robert K. Bickle, Lawyer
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: ; V PHONE (518) 737-6120
FAX (518) 737-8977
1-888-660-6666

INDUSTRIAL CONTRALTORS INL. . )
2000 NORTH TALBOT RD., R.R. #1 WINDSOR, ON NBSA 6J3
July 23, 2020 Exhibit "C" to the Affidavit of
Shawn Parnham sworn this
Welland Forge 19th day of November, 2020
139 Centre St.
Welland ON A A
L3B 5P4 Robert K. Bickle, Lawyer
ATTENTION:  RICK SPICER
SUBJECT: KM IS PLEASED TO PROVIDE YOU WITH A QUOTE FOR THE RELOCATION OF YOUR

EXISTING 4000 TON ERIE MECHANICAL FORGING PRESS FROM WELLAND FORGE IN
WELLAND ONTARIO TO PC FORGE IN PORT COLBORNE ONTARIO.

Basic scope of work that would be performed by KMJ to complete this move:

1) Due to the total weight of this press being 460,000 ibs, we would intend on dismantling the
press down to a range of 300-320,000 ibs, possibly even completely down to the main frame
weight of 280,000 Ibs.

2) KMJ would match-mark and tag all electrical, hydraulic, air, etc. interconnects on the press, we
would disconnect/reconnect all of the interconnects.

3} All the mechanical components of the press would also be removed and reassembled at the
other location, including required torque settings.

4) Pricing would include the shipping of all components to the new location {see separate note
regarding transportation).

5) We would require some technical assistance with the disma ntle/reassembly, hopefully from the
gentleman that just recently rebuilt the press for you.

6) Existing building services to the press to be removed/disconnected by Welland Forge.

7) New foundation, anchors, building services to the press to be completed by PC Forge. We have
not allowed for grouting the base if required.

8) All work to be performed at straight time.

9) Clear access would be required at both locations.

10) We have not allowed for start up or troubleshooting, however we would reassemble everything
as it exists at Welland Forge. We have no allowance for PSR of this press.

11) We are assuming that this press would dismantie and reassemble under normal conditions. We
have not allowed for any component repairs or replacements required, if there are any specialty
tools required to complete dismantle/reassemble we would require that they are sourced by
Welland/PC forge.

12) We have included for the possibility that there could be a gap in timing for final assembly at PC
Forge once the press has been delivered, of course this would require a sufficient inside lay
down area for all the press pieces, and that nothing goes missing prior to final assembly.

Continued

« Rigging < Millwrighting - 'S‘peoia!ized Transportation -« Machinery Installation
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V PHONE (519) 737-6120
FAX (519) 737-8977
1-888-660-6666

INDUSTRIAL CONTRALTORS INL. '

2000 NORTH TALBOT AD., R.R. #1 WINDSOR, ON N9A 6J3

Additional Notes:

3)

The press will be transported using a combination of modular trailer and rail. This requires a ot
of extra handling of the main frame of the press, the schedule of which will be determined by
equipment availability.

b} We have not allowed for cleaning of the press other than what is required for dismantie and
reassembly.

¢} We have no allowance for cleaning or filling in of the existing pit.

d} We will require site visits at both locations prior to acceptance of a purchase order for this
project.

e} We would require a minimum of 2 weeks notice to be able to start scheduling manpower and
equipment and to determine a start date.

f) We would require complete assembly drawings for the press for reference, assuming Welland
Forge has a set on site.

g} Terms: net 30 days on progressive billings based upon percentage of completion. We would
require this due to the fact that there could be a gap between dismantle and loading on rail car
{modular trailers will not be an issue but we may have to wait for a heavy-duty steel deck rail car
to load).

h) All transportation is subject to municipal and provincial approvals.

BUDGET PRICE FOR THE ABOVE: $360,000.00 CDN + HST

If you have any questions or concerns please contact me at your earliest convenience.

Respectfully

Bob Krug — President
KMJ INDUSTRIAL CONTRACTORS INC.

bkrug@kmiici.com
519-818-4542

» Rigging - Millwrighting - Specialized Transportation + Machinery Instailation
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Ontario PPSA Search Result Page 1 of 6 55

Exhibit "D" to the Affidavit of
Shawn Parnham sworn this
19th day of November 2020

Ontario Search Results A Aeq
{PPSACaﬂadalowﬂme _

Phone: (416) 225-5511,=  Search Type [BD] Business Debtor Robert K. Bickle, Lawyer
Your Ref No. WGE Searched :10JUN2020 09:44 AM
Liens: 3 Pages:6 Printed :10JUN2020 09:45 AM

PSSMEOQ2 PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM 06/10/2020

CCCL369 DISPLAY 1C REGISTRATION - SCREEN 1 09:43:29

ACCOUNT : 009233-0001 FAMILY : 1 OF 3 ENQUIRY PAGE : 1 loF 6

FILE CURRENCY : 09JUN 2020
SEARCH : BD : WELLAND FORGE CORP.

00 FILE NUMBER : 721292454 EXPIRY DATE : 050CT 2022 STATUS

01 CAUTION FILING : PAGE : 01 OF 001 MV SCHEDULE ATTACHED :
REG NUM : 20161005 1409 1462 0216 REG TYP: P PPSA REG PERIOD: 6
02 IND DOB : IND NAME:
03 BUS NAME: WELLAND FORGE CORP.
OCN :
04 ADDRESS : 139 CENTRE ST
CITY : WELLAND PROV: ON POSTAL CODE: L3B5P4
05 IND DOB : IND NAME:
06 BUS NAME:
OCN
07 ADDRESS
CITY 2 PROV: POSTAL CODE:
08 SECURED PARTY/LIEN CLAIMANT
XEROX CANADA LTD
09 ADDRESS : 20 YORK MILLS ROAD, SUITE 500 BOX 700
CITY : TORONTO PROV: ON POSTAL CODE: M2P2C2
CONS. MV DATE OF OR NO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X X
YEAR MAKE MODEL Vi I ule
11
12
GENERAL COLLATERAL DESCRIPTION
13
14
15
16 AGENT: PPSA CANADA INC. - (3992)
17 ADDRESS : 110 SHEPPARD AVE EAST, SUITE 303
CITY : TORONTO PROV: ON POSTAL CODE: M2N6Y8

https://online.ppsacanada.com/ppsa_v3/webview/show_on_srch.asp?LTRANID=1711149  06/10/2020



Ontario PPSA Search Result

Page 2 of 6

PSSMEO2 PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM 06/10/2020
CCCL369 DISPLAY 1C REGISTRATION - SCREEN 1 C9:43:32
ACCOUNT : 009233-0001 FAMILY : 2 OF 3 ENQUIRY PAGE : 2 OF 6

FILE CURRENCY : 09JUN 2020
SEARCH : BD : WELLAND FORGE CORP.

00 FILE NUMBER : 732596841 EXPIRY DATE : 040CT 2023 STATUS

01 CAUTION FILING : PAGE : 01 OF 001 MV SCHEDULE ATTACHED
REG NUM : 20171004 1002 1462 0036 REG TYP: P PPSA REG PERIOD: 6

02 IND DOB : IND NAME:

03 BUS NAME: WELLAND FORGE CORP.

OCN :

04 ADDRESS : 139 CENTRE ST, PO BOX 216

CITY : WELLAND PROV: ON POSTAL CODE: L3B5P4
05 IND DOB : IND NAME:
06 BUS NAME:

OCN

07 ADDRESS

CITY = PROV: POSTAL CODE:
08 SECURED PARTY/LIEN CLAIMANT

XEROX CANADA LTD

09 ADDRESS : 20 YORK MILLS ROAD, SUITE 500 BOX 700

CITY : TORONTO PROV: ON POSTAL CODE: M2P2C2

CONS. MV DATE OF OR NO FIXED

GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X X

YEAR MAKE MODEL V.I.N.
11
12
GENERAL COLLATERAL DESCRIPTION
13
14
1S
16 AGENT: PPSA CANADA INC. - (3992)
17 ADDRESS : 110 SHEPPARD AVE EAST, SUITE 303

CITY : TORONTO PROV: ON POSTAL CODE: M2N6YS8

https://online.ppsacanada.com/ppsa_v3/webview/show_on_srch.asp?LTRANID=1711149

06/10/2020
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Ontario PPSA Search Result

Page 3 of 6 57

PSSMEQ2 PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM 06/10/2020
CCCL369 DISPLAY 1C REGISTRATION - SCREEN 1 09:43:35
ACCOUNT : 009233-0001 FAMILY : 3 OF 3 ENQUIRY PAGE : 3 OF 6

FIL= CURRENCY : 09JUN 2020
SEARCH : BD : WELLAND FORGE CORP.

00 FILE NUMBER : 748220823 EXPIRY DATE : 08FEB 2024 STATUS

01 ZAUTION FILING : PAGE : 001 OF 004 MV SCHEDULE ATTACHED
REG NUM : 20190208 1332 1862 2413 REG TYP: P PPSA REG PERIOD: 5

02 IND DOB : IND NAME:

03 3US NAME: WELLAND FORGE CORP.

OCN
04 ADDRESS : 530 MANITOU DRIVE
CITY : KITCHENER PROV: ON POSTAL CODE: N2C 1L3
05 IND DOB : IND NAME:
06 3US NAME:
OCN

07 ADDRESS

CITY H PROV: POSTAL CODE:
08 SECURED PARTY/LIEN CLAIMANT

THE TORONTO-DOMINION BANK, AS AGENT

09 ADDRESS : TD BANK WEST TOWER, 100 WELLINGTON

b i : TORONTO PROV: ON POSTAL CODE: M5K 1A2

CONS. MV DATE OF OR NO FIXED

GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10 X X X X X

YEAR MAKE MODEL V.I.N.
11
12
GENERAL COLLATERAL DESCRIPTION
13
14
15

16 AGENT: FASKEN MARTINEAU DUMOULIN LLP (S.HOGAN/L.KENNEDY/286077.00072)
17 ADDRESS : 333 BAY STREET, SUITE 2400
CITY : TORONTO PROV: ON POSTAL CODE: M5H 2T6

https://online.ppsacanada.com/ppsa_v3/webview/show_on_srch.asp?LTRANID=1711149

06/10/2020
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Page 4 of 6 58

PSSMEO02 PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM 06/10/2020
CCCL3692 DISPLAY 1C REGISTRATION - SCREEN 1 09:43:37
ACCOUNT : 009233-0001 FAMILY : 3 OF 3 ENQUIRY PAGE : 4 OF 6

FILEZ CURRENCY : 09JUN 2020
SEARCH : BD : WELLAND FORGE CORP.

00 FILE NUMBER : 748220823 EXPIRY DATE : 08FEB 2024 STATUS

01 CAUTION FILING : PAGE : 002 OF 004 MV SCHEDULE ATTACHED
REG NUM : 20190208 1332 1862 2413 REG TYP: REG PERIOD:
02 IND DOB : IND NAME:
03 BUS NAME:
OCN
04 ADDRESS
CITY : PROV: POSTAL CODE:
05 IND DOB : IND NAME:
06 BUS NAME:
OCN

07 ADDRESS
CITY 3 PROV: POSTAL CODE:
08 SECURED PARTY/LIEN CLAIMANT

09 ADDRESS : STREET WEST, 26TH FLOOR

CITY : PROV: POSTAL CODE:
CONS. MV DATE OF OR NO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10
YEAR MAKE MODEL V.I.N.
11
1.2
GENERAL COLLATERAL DESCRIPTION
13
14
15
16 AGENT:
17 ADDRESS
CITY i PROV: POSTAL CODE:

https://online.ppsacanada.com/ppsa_v3/webview/show_on_srch.asp?LTRANID=1711149

06/10/2020



Ontario PPSA Search Result

Page 5 of 6 59

PSSMEOQ2 PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM 06/10/2020
CCceL3ey DISPLAY 1C REGISTRATION - SCREEN 1 09:43:40
ACCOUNT : 009233-0001 FAMILY : 3 OF 3 ENQUIRY PAGE : 5 OF 6

FILE CURRENCY : 09JUN 2020
SEARCH : BD : WELLAND FORGE CORP.

00 FILE NUMBER : 748220823 EXPIRY DATE : OB8FEB 2024 STATUS

01 CAUTION FILING : PAGE : 003 OF 004 MV SCHEDULE ATTACHED
REG NUM : 20190208 1332 1862 2413 REG TYP: REG PERIOD:
02 IND DOB : IND NAME:
03 BUS NAME:
OCN
04 ADDRESS
CITY 3 PROV: POSTAL CODE:
05 IND DOB : IND NAME:
06 BUS NAME:
OCN
07 ADDRESS
CITY = PROV: POSTAL CODE:
08 SECURED PARTY/LIEN CLAIMANT
THE TORONTO-DOMINION BANK
09 ADDRESS : TD BANK WEST TOWER, 100 WELLINGTON
CITY : TORONTO PROV: ON POSTAL CODE: M5K 1A2
CONS. MV DATE OF OR NO FIXED
GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10
YEAR MAKE MODEL V.I.N.
11
12
GENERAL COLLATERAL DESCRIPTION
13
14
15
16 AGENT:
17 ADDRESS
CITY H PROV: POSTAL CODE:

https://online.ppsacanada.com/ppsa_v3/webview/show_on_srch.asp?LTRANID=1711149

06/10/2020



Ontario PPSA Search Result
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PSSMEQ2 PERSONAL PROPERTY SECURITY REGISTRATION SYSTEM 06/10/2020
CCCL369 DISPLAY 1C REGISTRATION - SCREEN 1 09:43:42
ACCOUNT : 009233-0001 FAMILY : 3 OF 3 ENQUIRY PAGE : 6 OF 6

FILE CURRENCY : 09JUN 2020
SEARCH : BD : WELLAND FORGE CORP.

00 FILE NUMBER : 748220823 EXPIRY DATE : 08FEB 2024 STATUS

01 CAUTION FILING : PAGE : 004 OF 004 MV SCHEDULE ATTACHED

REG NUM : 20190208 1332 1862 2413 REG TYP: REG PERIOD:
02 IND DOB : IND NAME:
03 BUS NAME:

OCN

04 ADDRESS

CITY : PROV: POSTAL CODE:
05 IND DOB : IND NAME:
06 BUS NAME:

OCN

07 ADDRESS

CITY : PROV: POSTAL CODE:
08 SECURED PARTY/LIEN CLAIMANT
09 ADDRESS : STREET WEST, 26TH FLOOR

CITY Z PROV: POSTAL CODE:

CONS. MV DATE OF OR NO FIXED

GOODS INVTRY. EQUIP ACCTS OTHER INCL AMOUNT MATURITY MAT DATE
10

YEAR MAKE MODEL Ve T o
11
12
GENERAL COLLATERAL DESCRIPTION
13
14
15
16 AGENT:
17 ADDRESS

CITY : PROV: POSTAL CODE:

END OF REPORT

https://online.ppsacanada.com/ppsa_v3/webview/show_on_srch.asp?LTRANID=1711149

06/10/2020



IN THE MATTER OF THE NOTICE OF INTENTION TO MAKE A PROPOSAL OF
WELLAND FORGE CORP.

Division No. 09-Toronto
Court No. 31-2675583
Estate No. 31-2675583

ONTARIO
SUPERIOR COURT OF JUSTICE
(Commercial List)

Proceeding commenced at Toronto

MOTION RECORD

MADORIN, SNYDER LLP
Barristers and Solicitors

55 King Street West, 6" Floor
Kitchener, ON

Tim McGowan
Tel: 519.744.4491
tmcgowan@kw-law.com

Rob Bickle
Tel: 519.744.4491
rbickle@kw-law.com

Lawyers for Welland Forge Corp.
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