T S o
DUFF & PHELPS

Second Report of January 22, 2014
Duff & Phelps Canada Restructuring Inc.

as Receiver of ARXX Building Products Inc.,

ARXX Building Products U.S.A. Inc.,

ARXX Corporation, ECB Holdings, LLC,

APS Holdings, LLC, Unisas Holdings, LLC

and Eco-Block International, LLC



Contents Page
1.0 IUOGUCHON. oeveeveoeoeeeee e eeeeeseseseeeseeeeee et eeeeeeeeeeoeeeeee 1
1= Purposes of this REPOIt..........cuviiiiiiiiiiiiiiiiii e 2
1.2 (OUIFTBIMEN < s s oo o s 650,60 3 A S 3R 8 SRR 554 3
2.0 BECKITOUIIE .. wow o scoorn sun susan samssmmmmoes ovaamesmmms s n s s wmnmamasis 54558 553 TR 883143 RRNSR S LS 3
3.0 Sale Process ......coovveevvvveviencenn. . SO S 4
3:1 Sale Process OVEIVIEW .....ccoiiieieeieeeieic e 4
3.2 SA16 PrOCESES BESUIS .« o simissiitis massesess vas s s ws 59555305 ST STHNNASE TERHEAS 553 5
3.3 The Recommended Transaction ..........oooeeviiiiiiiiiiiiiiii e 6
3.4 LIGUItation ANBIYSIS ... ..cccomenas sxsmumns smnssmmn rmsmmmonsnk 54555578 543495785 SEH 55 §SHARRES 493 8
3.5 Bale Process PBeoomirientalion . e mmses sssmemmossne summsspmsmens sossss ves 8
4.0 @ o B o o SUUREURURR PSR ———— 9
41 GBI CIPIUTIONN. oo om0 AL i S N5 SN A SRR 3 9
4.2 Other Secured Creditors .......oooovieeieee e 10
4.3 Proposed Distributions to COMEriCa .......cccooviiiiiiinimiiiiiieee e, 11
5.0 Overview of the Receiver's ACHVItIES ........uuuuriiiiiiiiiiice e, 12
6.0 Anticipated NeXt STEPS ....vucriiiiiiiiiiiiiiie e 14
7.0 Conclusion and Recommendation ............uciir i 14
Appendices
Appendix Tab
Receivership Order and Endorsement dated December 9, 2013...................c. A
Provisional Order of the US Court dated December 30, 2013.........ccccecinnnnnnnnnns B
First Report to Court dated December 19, 2013 (without appendices) ............... C
Sale Process Order and Endorsement dated December 27, 2013...................... D
Letter dated January 22, 2014 from the Receiver to Airlite ...........cccceeiiin. E
Asset Purchase Agreement dated December 19, 2013 ..., F
Security Opinion of Torys LLP dated January 22, 2014 ...ce.ses sanmsus sosummes ssunmasa sunss G
Payout and Authorization to DiSCharge..........ccccevviiiiiiiiiiiiiiiii e H
Email dated January 20, 2014 from Gienow Building Products Ltd....................... |
Letter to Sarvice List dated January 20, 2074w s s soms s J
Confidential Appendix Tab

LiGUItBtION ANBINSIS ..cvcvr comwnmmsmrnensnsmms sasssuns srnenmns e s nss s 655 555 54755 $5553585 653 55458 Fo50 85335 1




DUFF&PHELPS

COURT FILE NO: CV-13-10353-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

COMERICA BANK

APPLICANT
- AND -
ARXX BUILDING PRODUCTS INC., ARXX BUILDING PRODUCTS U.S.A. INC., ARXX

CORPORATION, ECB HOLDINGS, LLC, APS HOLDINGS, LLC, UNISAS HOLDINGS, LLC
AND ECO-BLOCK INTERNATIONAL, LLC

RESPONDENTS
SECOND REPORT OF
DUFF & PHELPS CANADA RESTRUCTURING INC.
AS RECEIVER
JANUARY 22, 2014
1.0 Introduction
1. This report (“Report”) is filed by Duff & Phelps Canada Restructuring Inc. (*D&P”)

in its capacity as receiver (“Receiver”) of the properties, assets and undertakings
of ARXX Building Products Inc. (“ARXX Canada”), ARXX Building Products
U.S.A. Inc. ("“ARXX USA”) (ARXX Canada and ARXX USA are jointly referred to
as the “Company”), ARXX Corporation, ECB Holdings, LLC, APS Holdings, LLC,
Unisas Holdings, LLC and Eco-Block International, LLC (collectively, the “ARXX
Group”).

2. Pursuant to an Order of the Ontario Superior Court of Justice (Commercial List)
(“Court”) made on December 9, 2013 (“Receivership Order’), D&P was
appointed Receiver of the ARXX Group. Copies of the Receivership Order and
the Endorsement of the Honourable Regional Senior Justice Morawetz dated
December 9, 2013, are attached as Appendix “A”.
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3. On December 30, 2013, the Receiver, as foreign representative of the ARXX
Group, commenced proceedings in the United States Bankruptcy Court for the
District of Delaware (“US Court”) seeking recognition of the Canadian
receivership proceeding as a foreign main proceeding under Chapter 15 of the
US Bankruptcy Code. On December 30, 2013, the US Court entered an order
granting provisional relief in aid of the Canadian proceeding (“Provisional Order”).
A copy of the Provisional Order is attached as Appendix “B”. The hearing for the
Recognition Order is scheduled before the US Court for January 31, 2014.

4. The primary purpose of these receivership proceedings is to allow the business
to continue to operate while a Court-supervised “stalking horse” sale process for
the ARXX Group’s business and assets is carried out in a stabilized environment
(“Sale Process”).

5. The Sale Process was approved pursuant to a Court Order made on December
27, 2013 (the “Sale Process Order”).

1.1 Purposes of this Report
1. The purposes of this Report are to:

a) Provide background information about the ARXX Group and these
proceedings;

b) Summarize the results of the Court-approved Sale Process;

C) Summarize a transaction (the “Recommended Transaction”) between the
Receiver and Airlite Plastics Co. (“Airlite”), the “stalking horse” bidder in
the Sale Process, which contemplates the sale to Airlite of substantially
all of the ARXX Group’s business and assets (the “Purchased Assets”)
pursuant to an Asset Purchase Agreement dated December 19, 2013 (the
“APA”);

d) Summarize the rationale for the Receiver filing its liquidation analysis on a
confidential basis;

e) Set out the Receiver's recommendation regarding proposed distributions
to Comerica Bank (“Comerica”) following completion of the
Recommended Transaction, including an initial distribution in the amount
of US$1.5 million and further distributions to be paid to Comerica in these
proceedings;

f) Provide an overview of the Receiver’s activities since the First Report of
the Receiver dated December 19, 2013 (the “First Report”);

Q) Set out the Receiver’s anticipated next steps in these proceedings; and
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h) Recommend that this Honourable Court issue Orders:

® Approving the Recommended Transaction and approving the
Receiver's execution of the APA and any other ancillary
documents or agreements necessary to complete the
Recommended Transaction;

» Vesting title in and to the Purchased Assets in Airlite free and
clear of all liens, claims and encumbrances;

» Sealing the Confidential Appendix to this Report until further Court
Order;
o Authorizing the Receiver to make distributions to Comerica

following the completion of the Recommended Transaction,
including an initial distribution of US$1.5 million and further
distributions up to the amount of secured indebtedness owing by
the ARXX Group to Comerica; and

o Approving the Receiver’s activities as described in this Report and
the First Report.

1.2 Currency

1. Unless otherwise noted, all currency references in this Report are in Canadian
dollars.

2.0 Background

1. The ARXX Group designs and markets building products known as insulating
concrete forms (“ICF”). ICF is an environmentally friendly and energy efficient
technology system of formwork for structural walls and floors of buildings used in
residential and commercial construction. The forms are used to hold fresh
concrete, which provide insulation for the structures they enclose.

2. The ARXX Group’s principal line of business is selling ICF. The ARXX Group
purchases ICF on a “just-in-time” basis from various suppliers and immediately
ships the product to customers, primarily consisting of distributors, general
contractors and builders. The ARXX Group also hires subcontractors to install
ICF for commercial customers (“Turnkey Projects”). These installation projects,
depending on size, typically take two to three months to complete.

3 The ARXX Group’s business is seasonal. Sales are slower in the winter months
as residential and commercial building slows. As a result, the ARXX Group has
traditionally experienced significant operating losses during the winter months
and requires increased funding during this time.
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4. The ARXX Group operates from leased premises in Cobourg, Ontario, which
serves as its head office — there is no other physical premises from which the
ARXX Group operates (in the US or otherwise). The ARXX Group’s senior
management are based at and primarily work from the Cobourg headquarters,
and it is there that all administrative, corporate governance, tax and financial,
cash management, human resource, payroll, information technology and
management functions for each entity in the ARXX Group are carried out. The
ARXX Group’s books and records are also maintained at the Cobourg
headquarters. Accordingly, ARXX USA is entirely dependent on ARXX Canada
and would not be able to operate on a standalone basis.

5. ©  ARXX Canada and ARXX USA employ nine and seven individuals, respectively.
ARXX Canada’s employees work from the Cobourg premises, other than certain
home-based sales representatives. ARXX USA’s employees are all sales
representatives, who work from their home offices located throughout the US.

6. The Company’s workforce is not unionized and it does not maintain any
registered pension plans.

7. Further information about the ARXX Group and its background and copies of
materials filed in the receivership proceedings can be found on the Receiver's
website at: www.duffandphelps.com/intl/en-ca/Pages/RestructuringCases.aspx.

3.0 Sale Process

3.1 Sale Process Overview

iL. Prior to the receivership proceedings, management of the ARXX Group initiated
a process to identify potential investors and/or prospective purchasers. During
this process, certain strategic parties and competitors operating in the ICF
industry were approached, including Airlite. At the time of the Receiver’s
appointment, negotiations of a transaction between the Company and Airlite had
been significantly advanced.

2. Immediately following its appointment, the Receiver continued those negotiations
and, on December 19, 2013, the Receiver entered into the APA, which was to be
used as a “Stalking Horse Agreement” in the Sale Process. Further details
surrounding the Company’s pre-filing process were set out in the First Report, a
copy of which, without appendices, is attached as Appendix “C”.

3. As noted above, the Sale Process was approved on December 27, 2013
pursuant to the Sale Process Order. Copies of the Sale Process Order and the
Endorsement of the Honourable Regional Senior Justice Morawetz (both the
official and unofficial transcribed versions) are attached as Appendix "D".
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4. Immediately thereafter, the Receiver commenced the Sale Process in
accordance with the Sale Process Order, as follows:

o The Receiver distributed an interest solicitation letter detailing the
acquisition opportunity to approximately 100 parties, including parties that
were previously identified and approached by the ARXX Group’s
management;

o Attached to the interest solicitation letter was a confidentiality agreement
(“CA”) that interested parties were required to execute in order to obtain
additional information, including a confidential information memorandum
(“CIM”) prepared by the Receiver and access to an online data room
established by the Receiver;

° The data room contained historical financial and other information,
including employee data, supplier and customer information, product
specifications and certain contracts and agreements. A copy of the APA
was also included in the data room;

° On January 6, 2014, the Receiver advertised the acquisition opportunity
in The Globe and Mail (National Edition);

° On January 9, 2014, the Receiver caused notice of the proposed sale
transaction to be published in the USA Today (National Edition); and

o The Receiver facilitated due diligence requests from interested parties
throughout the Sale Process.

3.2 Sale Process Results
1. The results of the Sale Process are summarized as follows:

. Nine parties executed the CA and were provided access to the data room
and a copy of the CIM. These parties included several strategic parties
operating in the ICF industry, including those that had participated in the
ARXX Group’s pre-filing marketing process; and

° No offers were submitted on or prior to the bid deadline of January 22,
2014.
2, On January 22, 2014, the Receiver sent a letter to Airlite confirming that it was

the “successful bidder” and that, in accordance with the APA and the Sale
Process Order, the Receiver would promptly file motion materials to apply for the
Sale Approval and Vesting Order. A copy of the Receiver’s letter to Airlite dated
January 22, 2014 is attached as Appendix “E”.
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3.3 The Recommended Transaction'

1. The Recommended Transaction was detailed in the First Report and is
summarized as follows:

° Purchase Price: $2.8 million base cash purchase price, plus the Working
Capital Amount and certain Assumed Liabilities. The value of the
Transaction is estimated to total approximately $3.15 million?. The
Working Capital Amount, representing approximately $350,000 of the
Purchase Price, is comprised of the Accounts Receivable Value and
Inventory Value (each of which is estimated at approximately $175,000),
based on the following:

= Accounts receivable: The Accounts Receivable Valué is
estimated to be approximately $175,000, calculated as follows:

i. book value less 5% for any accounts receivable aged less
than 45 days; plus

ii. book value less 10% for any accounts receivable aged
between 45 and 60 days.

= Inventory: The Inventory Value is estimated to be approximately
$175,000, comprised of the book value of the following two
categories of inventory:

i. prime 6" & 8" standard and 90 degree corners
manufactured in 2013; and

ii. webs for prime 6" & 8" prime standard and 90 degree
corner products manufactured in 2013.

° Purchased Assets: Substantially all of the ARXX Group’s business and
assets, including certain accounts receivable and inventory, equipment,
moulds, patents and other intellectual property, customer information and
Assumed Contracts. -

° Inventory count: Airlite may elect to conduct a joint inventory count with a
representative of the Receiver to confirm the value ascribed to the
Inventory Value for the purposes of finalizing the Working Capital
Amount.

' Capitalized terms not defined in this section of the Report have the meanings ascribed to them in the APA.

® In the First Report, the Receiver estimated the value of the Recommended Transaction to be
approximately $3.8 million. The difference relates principally to a lower Accounts Receivable Value as a
result of greater collections and lower sales for the period from mid-December up to the date of this Report.
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o Excluded Assets: Cash and cash equivalents, including $750,000 of cash
currently being held as collateral by Comerica, Turnkey Projects and
accounts receivable related thereto, accounts receivable aged over 60
days, tax receivables (including Scientific Research & Experimental
Development refunds), inventory other than the two categories of
inventory specifically identified above, Excluded Contracts, deposits and
prepaid expenses, leased or owned real property and such other
excluded assets detailed in the APA.

Prior to selling the Excluded Inventory, the Receiver must provide three
Business Days’ notice to Airlite, in case it elects to purchase such
Excluded Inventory. Airlite is to pay book value for any such additional
inventory purchases. As at the date of this Report, the book value of the
Excluded Inventory totals approximately $800,000.

o Collection fee: To the extent any accounts receivable aged over 60 days
are collected by Airlite post-closing, Airlite will remit any such collections
to the Receiver net of a 15% collection fee that it would be entitled to
retain. As at the date of this Report, the book value of the Excluded
Accounts Receivable (comprised of receivables aged over 60 days and
the Turnkey Project receivables) totals approximately $830,000.

° Employees: At least five Business Days prior to the Closing Date, Airlite
will offer employment to the employees it is interested in retaining. Those
Transferred Employees are to be offered employment on substantially the
same terms and conditions of employment as their existing employment
arrangements with the Company, with recognition of their seniority and
the assumption of their vacation entitlements. Based on the Receiver’s
discussions with Airlite, it does not appear that there will be a significant
number of jobs preserved by the Recommended Transaction.

Contemporaneously with finalizing the APA, Airlite identified certain
employees that it intends to retain (“Critical Employees”). In the event
that one or more of the Critical Employees do not accept the offer of
continuing employment, there would be a corresponding purchase price
reduction. If none of the Critical Employees accept employment with
Airlite, the aggregate reduction in purchase price would be $300,000.
The Receiver will await confirmation from Airlite as to whether the Critical
Employees will accept Airlite’s employment offers.

o Representations and Warranties: Consistent with  insolvency
transactions, i.e. to be completed on an “as is, where is” basis without
material representations and warranties.
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° Closing: Subject to obtaining the proposed Sale Approval and Vesting
Order from this Court on January 29, 2014 and the US Court recognizing
same on January 31, 2014, the Receiver expects to close the
Recommended Transaction on or around February 3, 2014.

o Conditions: Other than the requisite approvals from this Honourable
Court and the US Court, the only material condition precedent to the
Recommended Transaction is in respect of customer retention. In this
regard, not more than two of the top five customers (measured in revenue
over the past 12 months) of the ARXX Group shall have terminated their
agreements or otherwise informed the Receiver between the date of
execution of the APA and the Closing Date that they have permanently
ceased, or intend to permanently cease, doing business with the ARXX
Group (other than to transition their business to Airlite). The Receiver is
not aware of any such customer terminations as at the date of this
Report.

2. A copy of the APA is attached as Appendix “F".
3.4 Liquidation Analysis

1. The Receiver prepared an analysis of the estimated realizable value of the ARXX
Group’s business and assets in a liquidation. A copy of this analysis is provided
as Confidential Appendix “1” to this Report.

2. Given that the liquidation analysis contains sensitive commercial information,
including the estimated liquidation value of certain assets, the Receiver is of the
view that it is appropriate for this appendix to be filed with the Court on a
confidential basis pending further Court Order.

3.5 Sale Process Recommendation

1. The Receiver recommends that the Court approve the Recommended
Transaction and issue the proposed Sale Approval and Vesting Order for the
following reasons:

° In the Receiver’s view, the Sale Process was commercially reasonable in
the circumstances and was carried out in accordance with the Sale
Process Order;

. Further marketing efforts are unlikely to result in a superior transaction.
The ARXX Group operates in a highly competitive industry in which
customers can easily transition to alternative suppliers. There is urgency
to complete a transaction in order to preserve the ARXX Group’s
customer base, being the principal asset that Airlite is acquiring. In this
regard, the Endorsement of the Honourable Regional Senior Justice
Morawetz dated December 27, 2013 included the following comment:
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“This is a relationship business and | am satisfied that
circumstances are such that realization could be prejudiced if
the process is delayed. Although timelines are shorter in this
case, the reality is that the process is time sensitive.”

° Comerica, the principal secured creditor and economic stakeholder in
these proceedings, has consented to the Recommended Transaction;

° Absent the completion of the Recommended Transaction, there would not
be funding available to continue the Company’s operations. The
Company is projected to require funding by mid-February, 2014, for which
there is no source readily available. A transaction must be completed
promptly in order for the business to continue to operate on a going-
concern basis;

° The Recommended Transaction eliminates the uncertainty for
stakeholders regarding the status of the business, operations and viability
of the ARXX Group. It contemplates the continuation of the ARXX
Group’s operations and is expected to preserve employment for certain of
the ARXX Group’s key sales executives; and

o The Recommended Transaction provides for the greatest recovery
available in the circumstances — no other offers were submitted under the
Sale Process and the value of the Recommended Transaction
significantly exceeds the liquidation value of the ARXX Group’s assets.

4.0 Comerica Bank

1. Comerica is the ARXX Group’s principal secured creditor pursuant to the credit
facilities and loan documents detailed in Comerica’s application materials.
Comerica is presently owed approximately US$37 million under its credit
facilities with the ARXX Group.

4.1 Security Opinion

1. Torys LLP (“Torys”), the Receiver’s Canadian legal counsel, has provided an
opinion on the validity and enforceability of Comerica’s loan and security
documents, and the creation and perfection of a security interest in favour of
Comerica in the assets of the ARXX Group to which the Personal Property
Security Act (Ontario) applies. A copy of Torys’ opinion dated January 22, 2014
is attached as Appendix “G”. The opinion provides that, subject to the standard
assumptions and qualifications contained therein, Comerica holds a valid and
perfected security interest in the ARXX Group’s business and assets in Ontario
as set out in its security documents.
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2. The majority of the assets of the ARXX Group (in terms of value) are intangible
and the majority of the tangible assets are located in Ontario. Accordingly, the
Receiver has elected not to obtain security opinions for Alberta, Quebec or the
US, since the cost of doing so is not warranted in the circumstances. As detailed
in the following section of this Report, the search results reflect three other
registered creditors in those jurisdictions, each of which have either been repaid
in full or are not affected by the relief sought in this motion.

4.2 Other Secured Creditors

T Based on the Personal Property Security Act searches appended to Torys’
security opinion, there are three secured creditors of the ARXX Group (other than
Comerica), as follows:

o MMV Finance Inc. (‘MMV”): Registered in Ontario only as against ARXX
Canada only. Pursuant to a loan agreement dated February 15, 2008,
MMV advanced funds to ARXX Canada. Based on ARXX Canada’s
books and records, ARXX Canada fully repaid its obligations to MMV on
March 31, 2011. On May 4, 2011, MMV issued a “Payout and
Authorization to Discharge” statement indicating that, inter alia, ARXX
Canada had fully repaid its obligations owing to MMV and ARXX Canada
was entitled to discharge any security interests in favour of MMV. Based
on the searches conducted by Torys, it appears that MMV’s registered
security interest was never discharged. Accordingly, the Receiver has
maintained MMV on the Service List throughout these proceedings,
including for this motion. A copy of the Payout and Authorization to
Discharge is attached as Appendix “H”.

° Gienow Building Products Ltd. (“Gienow”): Registered in Alberta only
against a predecessor of ARXX Canada. Gienow advanced funds to a
predecessor of ARXX Canada in 2003. The books and records of ARXX
Canada do not reference any obligation owing to Gienow. Accordingly,
the Receiver contacted Gienow to determine the nature and quantum of
any such obligation. On January 20, 2014, Gienow confirmed that all
amounts owing were repaid by ARXX Canada several years ago and that
it has no claim against the ARXX Group. A copy of the email confirmation
from Gienow is attached as Appendix “I”.

J Xerox Canada Ltd. (“Xerox”): Registered in Ontario only against ARXX
Canada only. ARXX Canada leases certain printing equipment from
Xerox. This leased asset is not proposed to be conveyed under the APA.
The Receiver, on behalf of ARXX Canada, intends to return this
equipment to Xerox following the completion of the Recommended
Transaction.

2. Out of an abundance of caution, notice of the within motion has been provided to
the secured creditors noted above.
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4.3 Proposed Distributions to Comerica

1. As at the date of this Report, there is approximately $125,000 in the Receiver’s
bank accounts. This amount excludes the cash collateral pledged by the ARXX
Group to Comerica ($750,000).

2. The Receiver is seeking approval from this Honourable Court to make
distributions to Comerica from the Receiver’'s accounts following the completion
of the Recommended Transaction, the first of which would be for US$1.5 million.
The Receiver is also requesting that it be authorized to make further distributions
to Comerica from time to time and in the Receiver’s discretion without further
Court Order, up to the amount of the ARXX Group’s secured indebtedness owing
to Comerica. The Receiver is of the view that a subsequent Court attendance for
the sole purpose of seeking authorization to distribute additional funds to
Comerica is not required in the circumstances.

3. Following completion of the Recommended Transaction, the Receiver expects
there to be at least US$3.2 million in its receivership accounts. The Receiver is
not aware of any claim that may rank in priority to Comerica for which there
would not be sufficient funds remaining in the Receiver’s accounts after funding
the proposed interim distribution of US$1.5 million. In this regard:

o The Receivership Order provides for a charge on the property in favour of
the Receiver and its counsel for their fees and disbursements. The
Receiver is satisfied that the remaining funds and the realizable value of
the excluded assets from the Recommended Transaction are sufficient to
cover the Receiver's Charge;

D The Receivership Order authorizes the Receiver to borrow up to
$500,000 and provides for a corresponding charge on the property in
favour of the Receiver. No amounts have been borrowed by the Receiver
during these proceedings and the Receiver does not anticipate borrowing
any funds during these proceedings;

° The other secured creditors identified in the searches noted above have
either been fully repaid, in the case of MMV and Gienow, or, in the case
of Xerox, will have their leased equipment returned to them; and

o Based on the Company’s books and records, the Receiver understands
that there are no potential deemed trust amounts for employee claims,
source deductions or harmonized sales taxes (“HST”) owing to Canada
Revenue Agency relating to the pre-filing and/or post-filing periods. With
respect to HST, the Company was in a refund position as at the date of
receivership and is typically in a refund position on a monthly basis.

4. The Receiver will continue to be mindful of the costs to completion of these
proceedings prior to making any additional distributions to Comerica.
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5. . In order to provide considerable notice of the within motion, Torys, on the
Receiver’s behalf, sent a letter on January 20, 2014 to the Service List advising
that the motion returnable on January 29, 2014 was also to seek relief in
connection with proposed distributions of sale proceeds. This letter was provided
to the entire Service List, including all PPSA registrants. A copy of the letter
dated January 20, 2014 is attached as Appendix “J”. The return date of January
29, 2014, to approve a sale transaction has been known since the Sale Process
was approved on December 27, 2013.

6. Based on the foregoing, the Receiver respectfully recommends that this
Honourable Court authorize it to make distributions to Comerica from time to time
up to the full amount of the ARXX Group’s secured indebtedness to Comerica,
without further Court Order.

5.0 Overview of the Receiver’s Activities

1% The Receiver is seeking approval of its First Report, this Report and its activities
since the commencement of these proceedings, which include the following:

° Reviewing and commenting on all Court materials filed in the context of
the receivership application;

° Carrying out the Receiver’s duties and responsibilities in accordance with
the Receivership Order, including overseeing the Company’s operations;

° Opening receivership bank accounts and transferring funds from the
Company’s bank accounts in accordance with the Receivership Order;

o Dealing with employee issues in accordance with the Receivership Order,
including convening employee meetings, as required, to provide status
updates on these proceedings;

o Attending at the Company’s Cobourg premises on a near daily basis;

o Dealing with cash management issues, including paying post-filing
expenses from the receivership accounts;

° Preparing budget-to-actual variance analyses and providing such
analyses to Comerica and its legal counsel on a weekly basis;

° Arranging for the back-up of the ARXX Group’s systems and electronic
records;
o Corresponding extensively with key stakeholders in these proceedings,

including Comerica, employees, customers and suppliers;
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o Negotiating the APA and the bidding procedures with Airlite and its legal

counsel;

° Drafting all Sale Process materials, including the interest solicitation letter
and the CIM;

2 Carrying out the Sale Process in accordance with the Sale Process
Order;

o Compiling information for the data room;

o Facilitating due diligence requests submitted by prospective purchasers

throughout the Sale Process;

o Corresponding with the Company’s landlord, as required;

° Corresponding with McMillan LLP, Comerica’s legal counsel, Torys and
Young Conaway Stargatt & Taylor, LLP, the Receiver's US counsel,

regarding various receivership matters;

o Reviewing and commenting on all documentation filed in the US Court in
connection with the ongoing Chapter 15 proceedings;

o Attending at all Court appearances before this Court and attending at US
Court via teleconference for the “first day hearing” on December 30,
2013;

o Placing on its website copies of materials filed in these proceedings and
carrying out the Receiver’s duties in accordance with the “E-Service
Protocol”;

° Drafting this Report; and

o Addressing all other matters pertaining to the administration of these

receivership proceedings.

2. The Receiver did not seek approval of the First Report or its activities as set out
therein at the December 27, 2013, hearing so as to provide all stakeholders with
sufficient opportunity to review the First Report. No party has expressed to the
Receiver or its counsel any concerns with respect to the First Report or the
activities of the Receiver set out therein.

3. Given the advance notice of the within hearing, the Receiver believes it is
appropriate at this time to seek approval of the Second Report and its activities
set out herein.

Duff & Phelps Canada Restructuring Inc. Page 13 of 14



6.0 Anticipated Next Steps

1. Subject to Court approval of the Recommended Transaction on January 29,
2014, recognition by the US Court of the proposed Sale Approval and Vesting
Order on January 31, 2014 and closing the Recommended Transaction on
February 3, 2014, the Receiver anticipates its next steps to be focused on:

° Realizing on the excluded assets from the Recommended Transaction,
particularly the excluded inventory;

o Completing the Turnkey Projects in order to collect accounts receivable
related thereto (which are excluded from the Recommended
Transaction);

o Making distributions to Comerica, subject to the granting of the proposed
Distribution Order; and

o Attending at Court for approval of the fees and disbursements of the -
Receiver and its legal counsel and to seek its discharge. Subject to the
realizations generated from the excluded assets, the Receiver may seek
authority to file an assignment in bankruptcy on behalf of the ARXX
Group. This relief would likely only be sought should there be funds
available for distribution to the ARXX Group’s unsecured creditors.

7.0 Conclusion and Recommendation

1. Based on the foregoing, the Receiver respectfully recommends that this
Honourable Court make Orders granting the relief detailed in Section 1.1 of this
Report.

* * W

All of which is respectfully submitted,
/ .
DO e Ohilps Comada bestroscovimgac |
! f

DUFF & PHELPS CANADA RESTRUCTURING INC.

IN ITS CAPACITY AS RECEIVER OF

ARXX BUILDING PRODUCTS INC., ARXX BUILDING PRODUCTS USA INC., ARXX
CORPORATION, ECB HOLDINGS, LLC, APS HOLDINGS, LLC,

UNISAS HOLDINGS, LLC AND ECO-BLOCK INTERNATIONAL, LLC

AND NOT IN ITS PERSONAL CAPACITY
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Court File No.

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE A7/ ) MONDAY, THE 9™

JUSTICE /7¢lAws & 72 DAY OF DECEMBER, 2013

COMERICA BANK

Applicant
-and -

ARXX BUILDING PRODUCTS INC.
ARXX CORPORATION
ARXX BUILDING PRODUCTS U.S.A. INC.
ECB HOLDINGS, LLC
APS HOLDINGS, LLC
UNISAS HOLDINGS, LLC
ECO-BLOCK INTERNATIONAL, LLC

Respondents

ORDER

THIS APPLICATION made by the Applicant for an Order pursuant to section 243(1) of
the Bankruptcy and Insolvency Act, R.S.C. 1983, ¢. B-3, as amended (the "BIA") and section 101
of the Courts of Justice Act, R.S.0. 1990, c. C.43, as amended (the "CJA")appointing Duff &
Phelps Canada Restructuring Inc. (“D&P”) as receiver (in such capacities, the "Receiver")
without security, of all of the assets, undertakings and properties of ARXX Building Products
Inc., ARXX Corporation, ARXX Building Products U.S.A. Inc., ECB Holdings, LLC, APS
Holdings, LLC, UNISAS Holdings, LLC and Eco-Block International, LL.C (collectively the
"Debtor") acquired for, or used in relation to a business carried on by the Debtor, was heard this

day at 330 University Avenue, Toronto, Ontario.



.

ON READING the affidavit of Michael Moore sworn December 6, 2013 and the Exhibits
thereto and on hearing the submissions of counsel for the Applicant, no one appearing for
counsel for the Respondents although duly served as appears from the affidavit of service of

[NAME] sworn [DATE] and on reading the consent of Duff & Phelps Canada Restructuring Inc.

to act as the Receiver,

SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the Motion
is hereby abridged and validated so that this motion is properly returnable today and hereby

dispenses with further service thereof.

2. THIS COURT ORDERS THAT the E-Service Protocol of the Commercial List (the
“Protocol”) is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Protocol (which can be found on the Commercial List
website at http://www.ontariocourts.ca/scj/to-protocol/) shall be valid and effective service.
Subject to Rule 17.05 this Order shall constitute an order for substituted service pursuant to Rule
16.04 of the Rules of Civil Procedure. Subject to Rule 3.01(d) of the Rules of Civil Procedure

and paragraph 21 of the Protocol, service of documents in accordance with the Protocol will be

effective on transmission.

APPOINTMENT

3. TIIIS COURT ORDERS that pursuant to section 243(1) of the BIA and section 101 of
the CJA, Duff & Phelps Canada Restructuring Inc. is hereby appointed Receiver, without
security, of all of the assets, undertakings and properties of the Debtor acquired for, or used in

relation to a business carried on by the Debtor, including all proceeds thereof (the "Property™).

RECEIVER’S POWERS

4. THIS COURT ORDERS that the Receiver is hereby empowered and authorized, but not
obligated, to act at once in respect of the Property and, without in any way limiting the generality
of the foregoing, the Receiver is hereby expressly empowered and authorized to do any of the

following where the Receiver considers it necessary or desirable:



(a)

(b)

(c)

(d)

(e

®

-9q.

to take possession of and exercise control over the Property and any and
all proceeds, receipts and disbursements arising out of or from the

Property;

to receive, preserve, and protect of the Property, or any part or parts
thereof, including, but not limited to, the changing of locks and security
codes, the relocating of Property to safcguard it, the engaging of
independent security personnel, the taking of physical inventories and the

placement of such insurance coverage as may be necessary or desirable;

to manage, operate, and carry on the business of the Debtor, including the
powers to enter into any agreements, incur any obligations in the ordinary
course of business, cease to carry on all or any part of the business, or

cease to perform any contracts of the Debtor;

to engage consultants, appraisers, agents, experts, auditors, accountants,
managers, counsel and such other persons from time to time and on
whatever basis, including on a temporary basis, to assist with the exercise
of the Receiver's powers and duties, including without limitation those

conferred by this Order;

to purchase or lease such machinery, equipment, inventories, supplies,
premises or other assets to continue the business of the Debtor or any part

or parts thereof;

to receive and collect all monies and accounts now owed or hereafter
owing to the Debtor and to exercise all remedies of the Debtor in
collecting such monies, including, without limitation, to enforce any

security held by the Debtor;

to settle, extend or compromise any indebtedness owing to the Debtor;



(b

(1)

0

(k)
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to execute, assign, issue and endorse documents of whatever nature in
respect of any of the Property, whether in the Receiver's name or in the

name and on behalf of the Debtor, for any purpose pursuant to this Order;

to undertake environmental or workers' health and safety assessments of

the Property and operations of the Debtor;

to initiate, prosecute and continuc the prosecution of any and all
proceedings and to defend all proceedings now pending or hereafter
instituted with respect to the Debtor, the Property or the Receiver, and to
settle or compromise any such proceedings. The authority hereby
conveyed shall extend to such appeals or applications for judicial review

in respect of any order or judgment pronounced in any such proceeding;

to market any or all of the Property, including advertising and soliciting
offers in respect of the Property or any part or parts thereof and
negotiating such terms and conditions of sale as the Receiver in its

discretion may deem appropriate;

to sell, convey, transfer, lease or assign the Property or any part or parts

thereof out of the ordinary course of business,

(1) without the approval of this Court in respect of any transaction not
exceeding $100,000, provided that the aggregate consideration for

all such transactions does not exceed $500.000; and

(i)  with the approval of this Court in respect of any transaction in
which the purchase price or the aggregate purchase price exceeds

the applicable amount set out in the preceding clause;

and in each such case notice under subsection 63(4) of the Ontario
Personal Property Security Act, or section 31 of the Ontario Morigages

Act, or any similar legislation having similar effect in any other applicable
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jurisdiction, as the case may be, shall not be required, and in each case the

Ontario Bulk Sales Act shall not apply.

to apply for any vesting order or other orders necessary to convey the
Property or any part or parts thereof to a purchaser or purchasers thereof,

free and clear of any liens or encumbrances affecting such Property;

to report to, meet with and discuss with such affected Persons (as defined
below) as the Receiver deems appropriate on all matters relating to the
Property and the receivership, and to share information, subject to such

terms as to confidentiality as the Receiver deems advisable;

to register a copy of this Order and any other Orders in respect of the

Property against title to any of the Property;

to apply for any permits, licences, approvals or permissions as may be
required by any governmental authority and any renewals thereof for and
on behalf of and, if thought desirable by the Receiver, in the name of the
Debtor;

to enter into agreements with any trustee in bankruptcy appointed in
respect of the Debtor, including, without limiting the generality of the
foregoing, the ability to enter into occupation agreements for any property

owned or leased by the Debtor;

to exercise any shareholder, partnership, joint venture or other rights

which the Debtor may have;

to apply to any court, tribunal, regulatory or administrative body.
wherever located, for the recognition of this Order and for assistance in
carrying out the terms of this Order, and the Receiver is authorized and
empowered to act as a representative in respect of the within proceedings
for the purpose of having these proceedings recognized in a jurisdiction

outside Canada; and
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(t) to take any steps reasonably incidental to the exercise of these powers or

the performance of any statutory obligations

and in each case where the Receiver takes any such actions or steps, it shall be exclusively
authorized and empowered to do so, to the exclusion of all other Persons (as defined below),

including the Debtor, and without interference from any other Person.

DUTY TO PROVIDE ACCESS AND CO-OPERATION TO THE RECEIVER

5. THIS COURT ORDERS that (i) the Debtor, (ii) all of the Debtor’s current and former
directors, officers, employees, agents, accountants, legal counsel and shareholders, and all other
persons acting on its instructions or behalf, (iii) any supplier in possession of moulds
(“Moulds™), inventory or other goods (jointly, “Inventory”) owned by the Debtor and (iv) all
other individuals, firms, corporations, governmental bodies or agencies, or other entities having
notice of this Order (all of the foregoing, collectively, being "Persons" and each being a
"Person") shall forthwith advise the Receiver of the existence of any Property in such Person's
possession or control, shall grant immediate and continued access to the Property to the

Receiver, and shall deliver all such Property to the Receiver upon the Receiver's request.

6. THIS COURT ORDERS that the release of any Moulds and Inventory that are the subject
of a valid possessory lien shall be delivered to the Receiver on the basis that the holder of such a
lien shall be entitled to a non-possessory lien against any proceeds of sale of such Moulds or
Inventory with such non-possessory lien having the same priority and being equal in amount to
the value of its possessory lien immediately prior to release of the Moulds or Inventory to the

Receiver.

7 THIS COURT ORDERS that all Persons shall forthwith advise the Receiver of the
existence of any books, documents, securities, contracts, orders, corporate and accounting
records, and any other papers, records and information of any kind related to the business or
affairs of the Debtor, and any computer programs, computer tapes, computer disks, or other data
storage media containing any such information (the foregoing, collectively, the "Records") in
that Person's possession or control, and shall provide to the Receiver or permit the Receiver to
make, retain and take away copies thereof and grant to the Receiver unfettered access to and use

of accounting, computer, software and physical facilities relating thereto, provided however that
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nothing in this paragraph 5 or in paragraph 6 of this Order shall require the delivery of Records,
or the granting of access to Records, which may not be disclosed or provided to the Receiver due
to the privilege attaching to solicitor-client communication or due to statutory provisions

prohibiting such disclosure.

8. THIS COURT ORDERS that if any Records are stored or otherwise contained on a
computer or other electronic system of information storage, whether by independent service
provider or otherwise, all Persons in possession or control of such Records shall forthwith give
unfettered access to the Receiver for the purpose of allowing the Receiver to recover and fully
copy all of the information contained therein whether by way of printing the information onto
paper or making copies of computer disks or such other manner of retrieving and copying the
information as the Receiver in its discretion deems expedient, and shall not alter, erase or destroy
any Records without the prior written consent of the Receiver. Further, for the purposes of this
paragraph, all Persons shall provide the Receiver with all such assistance in gaining immediate
access to the information in the Records as the Receiver may in its discretion require including
providing the Receiver with instructions on the use of any computer or other system and
providing the Receiver with any and all access codes, account names and account numbers that

may be required to gain access to the information.
NO PROCEEDINGS AGAINST THE RECEIVER

9. THIS COURT ORDERS that no proceeding or enforcement process in any court or
tribunal (each, a "Proceeding"), shall be commenced or continued against the Receiver except

with the written consent of the Receiver or with leave of this Court.

NO PROCEEDINGS AGAINST THE DEBTOR OR THE PROPERTY

10. THIS COURT ORDERS that no Proceeding against or in respect of the Debtor or the
Property shall be commenced or continued except with the written consent of the Receiver or
with leave of this Court and any and all Proceedings currently under way against or in respect of

the Debtor or the Property are hereby stayed and suspended pending further Order of this Court.
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NO EXERCISE OF RIGHTS OR REMEDIES

11.  THIS COURT ORDERS that all rights and remedies against the Debtor, the Receiver, or
affecting the Property, are hereby stayed and suspended except with the written consent of the
Receiver or leave of this Court, provided however that this stay and suspension does not apply in
respect of any "eligible financial contract" as defined in the BIA, and further provided that
nothing in this paragraph shall (i) empower the Receiver or the Debtor to carry on any business
which the Debtor is not lawfully entitled to carry on, (ii) exempt the Receiver or the Debtor from
compliance with statutory or regulatory provisions relating to health, safety or the environment,
(iii) prevent the filing of any registration to preserve or perfect a security interest, or (iv) prevent

the registration of a claim for lien.

NO INTERFERENCE WITH THE RECEIVER

12. THIS COURT ORDERS that no Person shall discontinue, fail to honour, alter, interfere
with, repudiate, terminate or cease to perform any right, renewal right, contract, agreement,
licence or permit in favour of or held by the Debtor, without written consent of the Receiver or

leave of this Court.

CONTINUATION OF SERVICES

13.  THIS COURT ORDERS that all Persons having oral or written agreements with the
Debtor or statutory or regulatory mandates for the supply of goods and/or services, including
without limitation, all computer software, communication and other data services, centralized
banking services, payroll services, insurance, transportation services, utility or other services to
the Debtor are hereby restrained until further Order of this Court from discontinuing, altering,
interfering with or terminating the supply of such goods or services as may be required by the
Receiver, and that the Receiver shall be entitled to continue to purchase goods from the
Respondents’ suppliers, and continue to use the Debtor's current telephone numbers, facsimile
numbers, internet addresses and domain names, provided in each case that the normal prices or
charges for all such goods or services received after the date of this Order are paid by the
Receiver in accordance with normal payment practices of the Debtor or such other practices as
may be agreed upon by the supplier or service provider and the Receiver, or as may be ordered

by this Court.



RECEIVER TO HOLD FUNDS

14. THIS COURT ORDERS that all funds, monies, cheques, instruments, and other forms of
payments received or collected by the Receiver from and after the making of this Order from any
source whatsoever, including without limitation the sale of all or any of the Property and the
collection of any accounts receivable in whole or in part, whether in existence on the date of this
Order or hereafter coming into existence, shall be deposited into one or more new accounts to be
opened by the Receiver (the "Post Receivership Accounts") and the monies standing to the credit
of such Post Receivership Accounts from time to time, net of any disbursements provided for
herein, shall be held by the Receiver to be paid in accordance with the terms of this Order or any

further Order of this Court.

EMPLOYEES
15. THIS COURT ORDERS that all employees of the Debtor shall remain the employees of

the Debtor until such time as the Receiver, on the Debtor's behalf, may terminate the
employment of such employees. The Receiver shall not be liable for any employee-related
liabilities, including any successor employer liabilities as provided for in section 14.06(1.2) of
the BIA, other than such amounts as the Receiver may specifically agree in writing to pay, or in
respect of its obligations under sections 81.4(5) or 81.6(3) of the BIA or under the Wage Earner

Protection Program Act.

PIPEDA

16. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Receiver shall disclose personal
information of identifiable individuals to prospective purchasers or bidders for the Property and
to their advisors, but only to the extent desirable or required to negotiate and attempt to complete
one or more sales of the Property (each, a "Sale"). Each prospective purchaser or bidder to
whom such personal information is disclosed shall maintain and protect the privacy of such
information and limit the use of such information to its evaluation of the Sale, and if it does not
complete a Sale, shall return all such information to the Receiver, or in the alternative destroy all
such information. The purchaser of any Property shall be entitled to continue to use the personal

information provided to it, and related to the Property purchased, in a manner which is in all
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material respects identical to the prior use of such information by the Debtor, and shall return all

other personal information to the Receiver, or ensure that all other personal information is

destroyed.

LIMITATION ON ENVIRONMENTAL LIABILITIES

17. THIS COURT ORDERS that nothing herein contained shall require the Receiver to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, "Possession") of any of the Property that might be environmentally contaminated,
might be a pollutant or a contaminant, or might cause or contribute to a spill, discharge, release
or deposit of a substance contrary to any federal, provincial or other law respecting the
protection, conservation, enhancement, remediation or rehabilitation of the environment or
relating to the disposal of waste or other contamination including, without limitation, the
Canadian Environmental Protection Act, the Ontario Environmental Protection Act, the Ontario
Water Resources Act, or the Ontario Occupational Health and Safety Act and regulations
thereunder (the "Environmental Legislation"), provided however that nothing herein shall
exempt the Receiver from any duty to report or make disclosure imposed by applicable
Environmental Legislation. The Receiver shall not, as a result of this Order or anything done in
pursuance of the Receiver's duties and powers under this Order, be deemed to be in Possession of
any of the Property within the meaning of any Environmental Legislation, unless it is actually in

possession.

LIMITATION ON THE RECEIVER’S LIABILITY

18. THIS COURT ORDERS that the Receiver shall incur no liability or obligation as a result
of its appointment or the carrying out the provisions of this Order, save and except for any gross
negligence or wilful misconduct on its part, or in respect of its obligations under sections 81.4(5)
or 81.6(3) of the BIA or under the Wage Earner Protection Program Act. Nothing in this Order
shall derogate from the protections afforded the Receiver by section 14.06 of the BIA or by any

other applicable legislation.

RECEIVER'S ACCOUNTS

19. THIS COURT ORDERS that the Receiver and counsel to the Receiver shall be paid their

reasonable fees and disbursements, in each case at their standard rates and charges, and that the
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Receiver and counsel to the Receiver shall be entitled to and are hereby granted a charge (the
"Receiver's Charge") on the Property, as security for such fees and disbursements, both before
and after the making of this Order in respect of these proceedings, and that the Receiver's Charge
shall form a first charge on the Property in priority to all security interests, trusts, liens, charges
and encumbrances, statutory or otherwise, in favour of any Person, but subject to sections

14.06(7). 81.4(4), and 81.6(2) of the BIA.

20. THIS COURT ORDERS that the Receiver and its legal counsel shall pass its accounts
from time to time, and for this purpose the accounts of the Receiver and its legal counsel are

hereby referred to a judge of the Commercial List of the Ontario Superior Court of Justice.

21. THIS COURT ORDERS that prior to the passing of its accounts, the Receiver shall be at
liberty from time to time to apply reasonable amounts, out of the monies in its hands, against its
fees and disbursements, including legal fees and disbursements, incurred at the normal rates and
charges of the Receiver or its counsel, and such amounts shall constitute advances against its

remuncration and disbursements when and as approved by this Court.

FUNDING OF THE RECEIVERSHIP

22. THIS COURT ORDERS that the Receiver be at liberty and it is hereby empowered to
borrow from the Applicant, by way of a revolving credit or otherwise, such monies from time to
time as it may consider necessary or desirable, provided that the outstanding principal amount
does not exceed $500,000 (or such greater amount as this Court may by further Order authorize)
at any time, at such rate or rates of interest as it deems advisable for such period or periods of
time as it may arrange, for the purpose of funding the exercise of the powers and duties conferred
upon the Receiver by this Order, including interim expenditures. The whole of the Property shall
be and is hereby charged by way of a fixed and specific charge (the "Receiver's Borrowings
Charge") as security for the payment of the monies borrowed, together with interest and charges
thereon, in priority to all security interests, trusts, liens, charges and encumbrances, statutory or
otherwise, in favour of any Person, but subordinate in priority to the Receiver’s Charge and the

charges as set out in sections 14.06(7), 81.4(4), and 81.6(2) of the BIA.
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23. THIS COURT ORDERS that neither the Receiver's Borrowings Charge nor any other
security granted by the Receiver in connection with its borrowings under this Order shall be

enforced without leave of this Court.

24. THIS COURT ORDERS that the Receiver is at liberty and authorized to issue certificates
substantially in the form annexed as Schedule "A" hereto (the "Receiver’s Certificates") for any

amount borrowed by it pursuant to this Order.

23, THIS COURT ORDERS that the monies from time to time borrowed by the Receiver
pursuant to this Order or any further order of this Court and any and all Receiver’s Certificates
evidencing the same or any part thereof shall rank on a pari passu basis, unless otherwise agreed

to by the holders of any prior issued Receiver's Certificates.

GENERAL

26. THIS COURT ORDERS that the Receiver may from time to time apply to this Court for

advice and directions in the discharge of its powers and duties hereunder.

27. THIS COURT ORDERS that nothing in this Order shall prevent the Receiver from acting

as a trustee in bankruptcy of the Debtor.

28. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in the United States to give
effect to this Order and to assist the Receiver and its agents in carrying out the terms of this
Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Receiver, as an officer of this
Court, as may be necessary or desirable to give effect to this Order or to assist the Receiver and

its agents in carrying out the terms of this Order.

29.  THIS COURT ORDERS that the Receiver be at liberty and is hereby authorized and
empowered to apply to any court, tribunal, regulatory or administrative body, wherever located,
for the recognition of this Order and for assistance in carrying out the terms of this Order, and

that the Receiver is authorized and empowered to act as a representative in respect of the within
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proceedings for the purpose of having these proceedings recognized in a jurisdiction outside

Canada.

30.  THIS COURT ORDERS THAT the Receiver be at liberty and is hereby authorized and
empowered to apply as foreign representative to the United States Bankruptcy Court for relief
pursuant to the United States Bankrupicy Code, 11 U.S.C. §§101-1330, as amended and if such
relief is granted is authorized to take such other steps with respect thereto as it may deem

appropriate from time to time.

31. THIS COURT ORDERS that the Applicant shall have its costs of this motion, up to and
including entry and service of this Order, provided for by the terms of the Applicant’s security
or, if not so provided by the Applicant's security, then on a substantial indemnity basis to be paid
by the Receiver from the Debtor's estate with such priority and at such time as this Court may

determine.

32. THIS COURT ORDERS that any interested party may apply to this Court to vary or
amend this Order on not less than seven (7) days' notice to the Receiver and to any other party
likely to be affected by the order sought or upon such other notice, if any, as this Court may

order.




SCHEDULE "A"

RECEIVER CERTIFICATE
CERTIFICATE NO.

AMOUNT §

1. THIS IS TO CERTIFY that Duff & Phelps Canada Restructuring Inc., the receiver (the
"Receiver") of the assets, undertakings and properties ARXX Building Products Inc., ARXX
Corporation, ARXX Building Products U.S.A. Inc., ECB Holdings, LLC, APS Holdings, LLC,
UNISAS Holdings, LLC and Eco-Block International, LLC acquired for, or used in relation to a
business carried on by the Debtor, including all proceeds thereof (collectively, the “Property™)
appointed by Order of the Ontario Superior Court of Justice (Commercial List) (the "Court")
dated the 9™ of December, 2013 (the "Order") made in an action having Court file number

-CL- , has received as such Receiver from the holder of this certificate (the "Lender")

the principal sum of $ , being part of the total principal sum of § which the Receiver

is authorized to borrow under and pursuant to the Order.

2, The principal sum evidenced by this certificate is payable on demand by the Lender with
interest thereon calculated and compounded [daily][monthly not in advance on the day of
each month] after the date hereof at a notional rate per annum equal to the rate of per cent

above the prime commercial lending rate of Bank of from time to time.

3. Such principal sum with interest thereon is, by the terms of the Order, together with the
principal sums and interest thereon of all other certificates issued by the Receiver pursuant to the
Order or to any further order of the Court, a charge upon the whole of the Property, in priority to
the security interests of any other person, but subject to the priority of the charges set out in the
Order and in the Bankruptcy and Insolvency Act, and the right of the Receiver to indemnify itself

out of such Property in respect of its remuneration and expenses.

-+ All sums payable in respect of principal and interest under this certificate are payable at

the main office of the Lender at Toronto, Ontario.

5: Until all liability in respect of this certificate has been terminated, no certificates creating

charges ranking or purporting to rank in priority to this certificate shall be issued by the Receiver
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to any person other than the holder of this certificate without the prior written consent of the

holder of this certificate.

6. The charge securing this certificate shall operate so as to permit the Receiver to deal with
the Property as authorized by the Order and as authorized by any further or other order of the
Court.

7. The Receiver does not undertake, and it is not under any personal liability, to pay any
sum in respect of which it may issue certificates under the terms of the Order.
DATED the day of December, 2013.
Duff & Phelps Canada Restructuring Inc., solely
in its capacity as Receiver of the Property, and

not in its personal capacity

Per:

Name:
Title:
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Appendix “B”



Case 13-13313-KJC Doc 17 Filed 12/30/13 Page 1 of 6

[N THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

Inre: Chapter 15
ARXX CORPORATION, et al,! Case No. 13-13313 (KJC)
Debtors in a Foreign Proceeding. (Jointly Administered)

Ref, Docket No. 7

ORDER GRANTING PROVISIONAL RELIEF
IN AID OF THE CANADIAN PROCEEDING

THIS MATTER was brought before the Court by Duff & Phelps Canada
Restructuring Inc., the court-appointed receiver (the “Receiver”) and authorized foreign
representative of ARXX Corporation; ARXX Building Products Inc.; ARXX Building Products
U.S.A. Inc.; ECB Holdings, LLC; APS Holdings, LLC; Unisas Holdings, LLC; and Eco-Block
International, LLC (collectively, the “ARXX Debtors”). The ARXX Debtors are in a
proceeding (the «Canadian Proceeding”) under Canada's Bankruptcy and Insolvency Act,
R.S.C. 1985, c¢. B-3, as amended, pending before the Ontario Superior Court of Justice,
Commercial List.

The Receiver commenced the the above-captioned cases (the “Chapter 15
Cases”) under chapter 15 of title 11 of the United States Code, 11 U.S.C. §§ 1011532 (as
amended, the “Bankruptcy Code”) with the filing of petitions on behalf of the ARXX Debtors

pursuant to sections 1504 and 1515 [Docket Nos. 1-7] and the Verified Petition for Recognition

! The last four digits of the United States Tax [dentification Number, or similar foreign identification
number, as applicable, follow in parentheses: ARXX Corporation (3572); ARXX Building Products Inc. (3569);
ARXX Building Products U.S.A. Inc. (1061); ECB Holdings, LLC (3572); APS Holdings, LLC (3572); Unisas
Holdings, LLC (3572); and Eco-Block International, LLC (3572). The ARXX Debtors’ executive headquarters is
located at 800 Division Street, Cobourg, ON, Canada K9A 5V2.

01:14603241.7
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of Foreign Proceeding and Related Relief and Motion for Provisional Relief in Aid of Canadian
Proceeding, dated December 27, 2013 [Docket No. 8] (the “Chapter 15 Petitions”).

The Receiver filed a Motion for Provisional Relief on December 27, 2013 (the
“Motion”)* seeking the entry of an order (i) staying execution against the ARXX Debtors’ assets
in the United States pursuant to section 1519(a)(1) of the Bankruptcy Code and (ii) applying
sections 362 and 365(e) of the Bankruptcy Code in these Chapter 15 Caseson a provisional basis

pursuant to sections 105(a), 1519, and 1521 of the Bankruptcy Code.

At a hearing held on December 30, 2013, the Court considered and reviewed the
Motion, the Chapter 15 Petitions, and the other pleadings and exhibits submitted by the Receiver

in support of the Motion. Any objections to the Motion that have not been withdrawn or resolved

have been overruled.

After due deliberation and sufficient cause appeating therefore, the Court finds

and concludes as follows:

L The findings and conclusions set forth herein constitute the Court’s
findings of fact and conclusions of law pursuant to Bankruptey Rule 7052,
made applicable to this proceeding pursuant to Bankruptcy Rule 9014. To
the extent any of the following findings of fact constitute conclusions of
Jaw, they are adopted as such. To the extent any of the following
conclusions of law constitute findings of fact, they are adopted as such.

I1. This Court has jurisdiction to consider this matter pursuant to 28 U.S.C.
§§ 157 and 1334, section 1501 of the Bankruptcy Code, and the Amended
Standing Order of Reference from the United States District Court for the
District of Delaware dated as of February 29, 2012. This is a core
proceeding pursuant to 28 U.S.C. § 157(b)(2)(P) and the Court may enter
a final order consistent with Article IIT of the United States Constitution,
Venue for this proceeding is proper before this Court pursuant to 28
U.S.C. § 1410(3).

ML The Receiver has demonstrated a substantial likelihood of success on the
merits that (i) the ARXX Debtors are subject to a pending “foreign main
proceeding” as that term is defined in section 1502(4) of the Bankruptcy

z Capitalized terms used, but not otherwise defined herein, have the meanings given to them in the Motion.

01:14603241.7 2
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V.

VL

VIL

Code; (ii) the Receiver is a “foreign representative” as that term is defined
in 101(24) of the Bankruptcy Code; and (iii) all statutory elements for
recognition of the Canadian Proceeding are satisfied in accordance with
section 1517 of the Bankruptcy Code.

The Receiver has demonstrated that (i) the commencement of any
proceeding or action against the ARXX Debtors and their respective
businesses and assets should be enjoined pursuant to sections 105(a),
1519, and 1521 of the Bankruptcy Code; (ii) that the application of
sections 362 and 365(e) of the Bankruptcy Code in the Chapter 15 Cases
is necessary to permit the fair and efficient administration of the Canadian
Proceeding and to allow the Receiver to consummate an orderly sale of the
assets of the ARXX Debtors; and (iii) the relief requested will not cause
either an undue hardship nor create any hardship to parties in interest that
is not outweighed by the benefits of the relief granted herein.

The Receiver has demonstrated that unless this Order is issued, there is a
material risk that one or more parties in interest may take action against
the ARXX Debtors and their respective businesses and assets, thereby
interfering with the jurisdictional mandate of this Court under chapter 15
of the Bankruptcy Code and causing harm to the Receiver’s effort to
consummate a sale and maximize the value of the ARXX Debtors’ assets.
As a result, the ARXX Debtors will suffer immediate and irreparable harm
for which they will have no adequate remedy at law and, therefore, it is
necessary that the Court grant the relief requested without prior notice to
parties interest or their counsel.

Further, unless this Order issues, the assets of the ARXX Debtors located
in the United States could be subject to efforts by creditors to control,
possess, or execute upon such assets and such efforts could result in the
ARXX Debtors suffering immediate and irreparable injury, loss, or
damage by, among other things, (i) interfering with the jurisdictional
mandate of this Court under chapter 15 of the Bankruptey Code and
(ii) interfering with or undermining the success of the Canadian
Proceeding and the ARXX Debtors’ efforts to pursue and consummate a
sale of their businesses for the benefit of all their stakeholders.

The Receiver has demonstrated that, without the protection of section
365(e) of the Bankruptcy Code, there is a material risk that counterparties
to certain of the ARXX Debtors’ agreements may take the position that the
commencement of the Canadian Proceeding authorizes them to terminate
such contract or accelerate obligations thereunder. Such termination or
acceleration, if permitted and valid, could severely disrupt the ARXX
Debtors® operations, result in irreparable damage to the value of the
ARXX Debtors’ businesses, and cause substantial harm to the ARXX
Debtors’ creditors and other parties in interest.
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VIIL. The Receiver has demonstrated that no injury will result to any party that
is greater than the harm to the ARXX Debtors’ businesses, assets, and
property in the absence of the requested relief.

[X. The interests of the public will be served by entry of this Order.
NOW, THEREFORE, IT IS HEREBY ORDERED AS FOLLOWS:

1. The Motion is granted as set forth herein.

.3 Pending entry of a recognition order pursuant to 11 U.S.C. §1521, sections 362
and 365(e) of the Bankruptcy Code shall apply in the Chapter 15 Cases, and this Order shall
operate as a stay of execution against the ARXX Debtors and their respective businesses and
assets within the territorial jurisdiction of the United States pursuant to section 1519(a)(1) of the
Bankruptcy Code. Specifically, all persons and entities are hereby enjoined from (a) continuing
any action or commencing any additional action involving the ARXX Debtors, their assets, or
the proceeds thereof, or their former, current, or future directors or officers; (b) enforcing any
judicial, quasi-judicial, administrative, or regulatory judgment, assessment, order, or arbitration
award against the ARXX Debtors or their respective assets; (¢) commencing or continuing any
action to create, perfect, or enforce any lien, setoff, or other claim against the ARXX Debtors or
their respective assets; or (d) managing or exercising control over the ARXX Debtors’ assets
located within the territorial jurisdiction of the United States, except as expressly authorized by
the ARXX Debtors in writing.

3. Notwithstanding anything to the contrary contained herein, this Order shall not be
construed as (a) enjoining the police or regulatory act of a governmental unit, including a
criminal action or proceeding, to the extent not stayed under section 362 of the Bankruptcy
Code; (b) staying the exercise of any rights that sections 362(0) and 1519(f) of the Bankruptcy
Code do not allow to be stayed; or (c) limiting, abridging, or otherwise affecting the rights

afforded to Comerica pursuant to paragraphs 22-25 of the Receivership Order.

01:14603241.7 4
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4. Any party in interest may make a motion seeking relief from, or modification of,
this Order, by filing a motion on not less than seven (7) business days’ written notice to
(i) counsel for the Receiver, and (ii) counsel for Comerica Bank, and the Court will hear such
motion on a date to be scheduled by the Court. Notices to counsel for the Receiver should be
addressed to Young Conaway Stargatt & Taylor, LLP, Rodney Square, 1000 North King Street,
Wilmington, Delaware 19801, Attention: Matthew B. Lunn. Notices to counsel for Comerica
should be addressed to McMillan LLP, Brookfield Place, 181 Bay Street, Suite 4400, Toronto,
ON, M5J 2T3, Attention: Brett Harrison.

S. Notwithstanding any provision in the Bankruptcy Rules to the contrary: (i) this
Order shall be effective immediately and enforceable upon entry; (ii) the Receiver shall not be
subject to any stay in the implementation, enforcement, or realization of the relief granted in this
Order; and (iii) the Receiver is authorized and empowered, and may in its discretion and without
further delay, take any action and perform any act necessary to implement and effectuate the
terms of this Order.

6. Pursuant to Rule 65(b) of the Federal Rules of Civil Procedure, made applicable
to these proceedings pursuant to Bankruptcy Rule 7065, no notice to any person is required prior
to entry and issuance of this Order. Pursuant to Bankruptcy Rule 7065, the provisions of Rule
65(c) of the Federal Rules of Civil Procedure are hereby waived, to the extent applicable. Notice
of the Motion as set forth therein is adequate and sufficient service and notice of the Motion and

this Order, and no other or further notice need be provided.

01:14603241.7 5
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7. This Court shall retain jurisdiction with respect to any and all matters relating to

the interpretation or implementation of this Order.

Dated: ‘Du o ST 2013

AT . /‘: -\‘\\ ) i
\g AAA \ (/( AN

Wilmington, Delaware
United States Bankru ge

| thyJud
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T e S P S A A e B R
DUFF&PHELPS

COURT FILE NO: CV-13-10353-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

COMERICA BANK

APPLICANT
- AND -

ARXX BUILDING PRODUCTS INC., ARXX BUILDING PRODUCTS U.S.A. INC., ARXX
CORPORATION, ECB HOLDINGS, LLC, APS HOLDINGS, LLC, UNISAS HOLDINGS, LLC
AND ECO-BLOCK INTERNATIONAL, LLC

RESPONDENTS

FIRST REPORT OF
DUFF & PHELPS CANADA RESTRUCTURING INC.
AS RECEIVER

DECEMBER 19, 2013
1.0 Introduction

1. This report (“Report”) is filed by Duff & Phelps Canada Restructuring Inc. (“D&P”)
in its capacity as Court-appointed receiver (the “Receiver”) of the properties,
assets and undertakings of ARXX Building Products Inc. (*ARXX Canada”),
ARXX Building Products U.S.A. Inc. (*ARXX USA”) (ARXX Canada and ARXX
USA are jointly referred to as the “Company”), ARXX Corporation, ECB Holdings,
LLC, APS Holdings, LLC, Unisas Holdings, LLC and Eco-Block International,
LLC (collectively, the “ARXX Group”).

2. Pursuant to an order of the Ontario Superior Court of Justice (Commercial List)
(the “Court”) made on December 9, 2013 (the “Receivership Order”), D&P was
appointed Receiver of the ARXX Group. A copy of the Receivership Order and
the Endorsement of the Honourable Justice Morawetz dated December 9, 2013,

are attached as Appendix “A”.

3. The primary purpose of these receivership proceedings is to allow the business
to continue to operate while a Court-supervised “stalking horse” sale process for
the ARXX Group’s business and assets is carried out in a stabilized environment

(“Sale Process”).
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4. The Receivership Order contemplates that the Receiver may act as foreign
representative of the ARXX Group (“Foreign Representative”) for the purpose of
seeking an Order from the United States Bankruptcy Court for the District of
Delaware (the “U.S. Court”) recognizing the receivership proceedings as a
foreign main proceeding and recognizing the Orders of this Court made in these
proceedings pursuant to Chapter 15 of the U.S. Bankruptcy Code. The ancillary
proceedings in the US are likely to be commenced on or around December 27,

2013.
1.1 Purposes of this Report
1. The purposes of this Report are to:

a) Provide background information about the ARXX Group, including its
creditor composition and concentration in Canada;

b) Summarize the terms of a “stalking horse” offer for substantially all of the
ARXX Group’s business and assets submitted by Airlite Plastics Co.
(“Airlite”) in the form of an Asset Purchase Agreement dated December
19, 2013, between Airlite and the Receiver (the “Stalking Horse Offer”),
which, subject to the approval of this Court, would serve as the “stalking
horse” in the Sale Process;

c) Summarize the proposed Sale Process pursuant to which the ARXX
Group’s business and assets would be marketed for sale, including the
bidding procedures to be used in connection with the Sale Process (the
“Bidding Procedures”); and

d) Recommend that this Honourable Court issue an Order:

° Approving the Stalking Horse Offer, including the Break Fee and
Expense Reimbursement mechanism contemplated therein; and

® Approving the Sale Process, including the Bidding Procedures,
and authorizing and directing the Receiver to conduct the Sale
Process on the basis detailed herein.

1.2 Defined Terms

1. Capitalized terms not defined in this Report have the meanings provided to them
in the Bidding Procedures and/or the Stalking Horse Offer.

1.3 Currency

1 Unless otherwise noted, all currency references in this Report are in Canadian
dollars.
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2.0 Background

1.

The ARXX Group designs and markets building products known as insulating
concrete forms (“ICF”). ICF is an environmentally friendly and energy efficient
technology system of formwork for structural walls and floors of buildings used in
residential and commercial construction. The forms are used to hold fresh concrete,
which provides insulation for the structures they enclose.

The ARXX Group’s principal line of business is selling ICF. The ARXX Group
purchases ICF on a “just-in-time” basis from various suppliers and immediately ships
the product to customers, primarily consisting of distributors, general contractors and
builders. The ARXX Group also hires subcontractors to install ICF for commercial
customers (“Turnkey Projects”). These projects, depending on size, typically take
two to three months to complete.

The ARXX Group’s business is seasonal. Sales are slower in the winter months as
residential and commercial building slows. As a result, the ARXX Group has
traditionally experienced significant operating losses during the winter months and
requires increased funding during this time.

The ARXX Group’s business is operated through the Company. The other entities in
the ARXX Group are inactive. A corporate chart is provided below (the shaded
entities represent the operating entities):

ARXX Corporation

(Delaware corp.)

l 100% l 100% l 100%
v

100%

APS Holdings, LLC ECB Holdings, LLC Unisas Holdings. LLC ARXX Canada
(Delaware LLC) (Delaware LLC) (Delaware LLC) (Ontario Corp.)
100% 100%
v v
ECO-Block International ARXX USA
(Georgia LLC) (Delaware Corp.)
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5. The ARXX Group operates from leased premises in Cobourg, Ontario, which serves
as its head office — there is no other physical premises from which the ARXX Group
operates (in the U.S. or otherwise). The chief executive officer of the ARXX Group
and other senior management are based at and primarily work from the Cobourg
headquarters, and it is there that all administrative, corporate governance, tax and
financial, cash management, human resource, payroll, information technology and
management functions for each entity in the ARXX Group are carried out. The
ARXX Group's books and records are also maintained at the Cobourg headquarters.
Accordingly, ARXX USA is entirely dependent on ARXX Canada and cannot operate
on a standalone basis.

6. As at the date of this Report, ARXX Canada' and ARXX USA employ nine and
seven individuals, respectively. ARXX Canada’s employees work from the Cobourg
premises, other than certain home-based sales representatives. ARXX USA’s
employees are all sales representatives, who work from their home offices located
throughout the U.S.

s The Company’s workforce is not unionized and it does not maintain any registered
pension plans.

8. Further information about the ARXX Group and its background and copies of
materials filed in the receivership proceedings can be found on the Receiver’s
website at: http://www.duffandphelps.com/intl/en-ca/Pages/RestructuringCases.aspx.

3.0 Creditors

3.1 Comerica Bank

1. The application to appoint the Receiver was brought by Comerica Bank (the “Bank”),
being the ARXX Group’s principal secured creditor’. As at the date of the
Receivership Order, the ARXX Group was indebted to the Bank in the amount of
approximately US$3.6 million, inclusive of interest to November 27, 2013 but
exclusive of expenses, costs and fees.

2. Pursuant to a Pledge and Security Agreement dated as of October 17, 2012, ARXX
Canada granted cash collateral to the Bank in the amount of $750,000 (the “Cash
Collateral”), which has been held by the Bank since that time. The Bank has advised
the Receiver that it intends to exercise its setoff rights and apply these funds against
the ARXX Group’s indebtedness owing to the Bank. The Receiver notes that this
pledge was granted outside of the “lookback” period prescribed under the

"In accordance with Paragraph 15 of the Receivership Order, six employees were terminated or resigned
on December 10, 2013, which reduced ARXX Canada’s headcount from 15 to nine employees.

~ Based on a PPSA search obtained by counsel to the Receiver, Gienow Building Products Ltd. appears to

have (or to have had) a General Security Agreement with a predecessor company (ARXX Acquisition
Corp.). The Receiver is investigating the nature of this obligation, if any. MMV Finance Canada Inc. also
has a registered security interest, although it has since been fully repaid. The only other PPSA registrant is
Xerox Canada Ltd., an equipment lessor.
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Bankruptcy and Insolvency Act and as consideration for the Fifth Amendment to the
Loan Agreement dated October 17, 2012.

The Bank has committed to fund the Company’s operations over the course of these
proceedings, provided that the contemplated Sale Process and Bidding Procedures
Order are approved by this Court. To the extent required, the Receivership Order
authorizes the Receiver to borrow up to $500,000 pursuant to Receiver's
Certificates. These advances, if any, would be granted a charge on the assets of the
ARXX Group subject only to the Receiver's Charge. As at the date of this Report,
the Receiver has not required any such borrowings.

3.2 Unsecured Creditors

1.

According to the ARXX Group’s accounts payable listings, unsecured obligations
totaled approximately $2 million as at the date of the Receivership Order. Trade
creditors are principally comprised of inventory suppliers and freight companies.

4.0 Pre-Filing Marketing Process

1.

In September, 2013, the Company initiated a process to identify potential investors
and/or prospective purchasers. Certain strategic parties were approached in the
process, including Airlite.

On September 19, 2013, Airlite executed a confidentiality agreement and
commenced its diligence efforts. On November 12, 2013, Airlite submitted a letter of
intent. Since that time, the Company, Airlite and their respective legal counsel had
commenced negotiations of sale transaction documents.

Negotiations with Airlite were ongoing at the time of the commencement of the
receivership proceedings and were significantly advanced.

At the time of its appointment, the Receiver believed there were a number of reasons
to pursue completion of negotiations with Airlite and to proceed by way of a stalking
horse sale process, including:

i. negotiations with Airlite were significantly advanced;

il. significant value of the ARXX Group consists of its customer relationships -
announcing a sale agreement at the outset of the receivership proceedings is
likely to best preserve the value of the ARXX Group in the circumstances;

iii. a stalking horse process preserves the opportunity to seek a superior bid to
the Airlite APA while simultaneously avoiding the risk of expending time and
resources to conduct a sale process that might prove unsuccessful; and

iv. the Bank was supportive of proceeding in this manner.
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5. Accordingly, negotiations with Airlite were continued by the Receiver immediately
following its appointment. The Receiver’s objective from the outset was to negotiate
an Asset Purchase Agreement with Airlite that could be used as a “stalking horse” in
a Sale Process.

6. On December 19, 2013, the Receiver and Airlite settled the terms of the Stalking
Horse Offer, as detailed herein.

5.0 The Stalking Horse Offer

1. The Stalking Horse Offer is in the form of an Asset Purchase Agreement
between the Receiver and Airlite. It provides for Airlite to acquire substantially all
of the Company’s business and assets, other than the Excluded Assets, and to
assume certain liabilities, subject to higher and/or better offers resulting from the
Sale Process in accordance with the Bidding Procedures.

2. Should the Stalking Horse Offer be the Successful Bid, it is contemplated that the
Receiver would seek an Order from this Honourable Court approving, among
other things, the Stalking Horse Offer and vesting title in the Purchased Assets in
Airlite (“Approval and Vesting Order”).

3. A copy of the Stalking Horse Offer is attached as Appendix “B”. The key terms
and conditions of the Stalking Horse Offer include the following:

° Purchase Price: $2.8 million base cash purchase price, plus the Working
Capital Amount and certain Assumed Liabilities. As at the date of this
Report, the value of the transaction is estimated to total approximately
$3.8 million. The Working Capital Amount, which is estimated to total
approximately $1 million as at the date of this Report, is the sum of the
Accounts Receivable Value and Inventory Value, based on the following:

. Accounts receivable: Other than receivables owing from Turnkey
Projects or any accounts receivable aged greater than 60 days,
both of which are to be excluded from the transaction, the
Accounts Receivable Value is calculated as follows:

i. book value less 5% for any accounts receivable aged less
than 45 days; plus

il book value less 10% for any accounts receivable aged
between 45 and 60 days.
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. Inventory: The Inventory Value is based on the book value of the
following two categories of inventory:

i prime 6" & 8" standard and 90 degree corners
manufactured in 2013; and

ii. webs for prime 6" & 8" prime standard and 90 degree
corner products manufactured in 2013.

o Inventory count: To the extent required, a joint inventory count would be
conducted to confirm the value ascribed to the Inventory for the purposes
of finalizing the Working Capital Amount.

o Collection fee: To the extent any excluded accounts receivable (i.e. those
aged greater than 60 days) are collected by the Purchaser post-closing,
the Purchaser would remit any such collections to the Receiver net of a
15% collection fee that it would be entitled to retain. As at the date of this
Report, the book value of the excluded accounts receivable totals
approximately $750,000.

o Deposit: $300,000 payable on execution of the Stalking Horse Offer.

o Purchased Assets: Substantially all of the ARXX Group’s business and
assets, including Accounts Receivable, Inventory, equipment, patents and
other intellectual property, customer information and Assumed Contracts.

° Excluded Assets: Cash and cash equivalents (including the Cash
Collateral), Turnkey Projects and accounts receivable related thereto,
accounts receivable aged over 60 days, tax receivables (including SRED
refunds), inventory other than the two categories of inventory specifically
identified above, Excluded Contracts, deposits and prepaid expenses,
leased or owned real property and such other excluded assets detailed in
the Stalking Horse Offer.

Prior to selling the Excluded Inventory, the Receiver is to provide notice to
Airlite, following which Airlite has three Business Days to advise the
Receiver if it wishes to purchase the Excluded Inventory. Any such
additional inventory purchases would be based on the book value of the
Excluded Inventory. As at the date of this Report, the book value of the
Excluded Inventory totals approximately $589,000.

Duff & Phelps Canada Restructuring Inc. Page 7 of 14



o Employees: At least five Business Days prior to the Closing Date, Airlite
shall offer employment to the employees it is interested in retaining.
Those Transferred Employees are to be offered employment on
substantially the same terms and conditions of employment as their
existing employment arrangements with the Company, with recognition of
their seniority and the assumption of their vacation entitlements.

Contemporaneously with finalizing the Stalking Horse Offer, Airlite
identified certain employees that it intends to retain. In the event that one
or more of these employees do not accept the offer of continuing
employment, there would be a corresponding purchase price reduction. If
none of the employees in question accepted employment with Airlite, the
aggregate reduction in purchase price would be $300,000. The Receiver
and Airlite have entered into a letter agreement documenting the terms of
such arrangement, which letter the Receiver intends to make available in
the data room so that this information is available to all prospective
purchasers.

° Break Fee: $150,000 payable to Airlite on the closing of a transaction
should Airlite not be the Successful Bidder.

o Expense Reimbursement: Up to $150,000 of costs and expenses
incurred by Airlite in connection with the Stalking Horse Offer and the
transaction contemplated therein on the closing of a transaction should
Airlite not be the Successful Bidder.

° Closing Date: February 3, 2014. Should the parties be unable to close
on February 3, 2014, the Closing Date shall be February 10, 2014 or such
other date as agreed by the parties.

o Conditions: The material conditions precedent to the transaction are:

I Court approval of the Sale Process, including the Stalking Horse
Offer and Bidding Procedures;

il. Not more than two of the top five customers of the ARXX Group
shall have terminated their agreements or otherwise informed the
Receiver between the date of execution of the Stalking Horse
Offer and the Closing Date that they have, or intend, to
permanently cease doing business with the ARXX Group;

iii. The Approval and Vesting Order; and

iv. Recognition of the Approval and Vesting Order by the U.S. Court
in the context of proceedings to be commenced by the Receiver,
as Foreign Representative, pursuant to Chapter 15 of the United
States Bankruptcy Code.
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5.1

o Other: The Stalking Horse Offer is consistent with standard insolvency
transactions, i.e. completed on an “as is, where is” basis with minimal
representations or warranties by the Receiver.

Break Fee and Expense Reimbursement

1.

As detailed above, the Stalking Horse Offer contemplates a Break Fee of
$150,000 and Expense Reimbursement up to $150,000.

The purpose of the Break Fee and Expense Reimbursement is to, inter alia,
provide Airlite with:

° incentive to be the Stalking Horse Bidder in the Sale Process; and

° a means to recover a portion of its costs and expenses incurred in
connection with the Stalking Horse Offer.

The Receiver is of the view that the Break Fee and Expense Reimbursement is
reasonable as:

° It is the Receiver's experience that Break Fees in transactions of this
nature typically range from 2.5% and 4%. Based on the estimated value
of the transaction contemplated by the Stalking Horse Offer, the Break
Fee represents approximately 4% of the value, which is consistent with
market for transactions in this value range;

o It likely would be requested by any stalking horse purchaser. Without it,
Airlite has little incentive to act as the Stalking Horse;

° In respect of the Expense Reimbursement, Airlite has been performing
diligence and negotiating this transaction since September, 2013. While
the Expense Reimbursement as a percentage of the transaction value
may exceed the average in other Canadian stalking horse sale
processes, the Receiver believes it is reasonable in the circumstances
given that: (i) the transaction value is relatively low; and (ii) the amount of
work to be done by a prospective stalking horse purchaser is largely
unchanged irrespective of a relatively small transaction size as compared
to a larger size transaction; and

° The Receiver is satisfied that the aggregate quantum of the Break Fee
and Expense Reimbursement is unlikely to be viewed as being so large
as to discourage a third party from submitting an offer that is superior to
the Stalking Horse Offer.
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6.0 Sale Process and Bidding Procedures

6.1 Sale Process
1. A summary of the proposed Sale Process is as follows:

° Immediately following the making of the proposed Order, the Receiver
would distribute a brief interest solicitation letter detailing this opportunity
to prospective purchasers identified by the Receiver, including those
parties that were approached by the ARXX Group in its pre-filing process.
Attached to the interest solicitation letter will be a form of confidentiality
agreement (“CA”);

o On or prior to January 7, 2014, the Receiver will advertise the acquisition
opportunity in The Globe and Mail (National Edition);

o The Receiver is in the process of preparing a confidential information
memorandum (“CIM”) that provides an overview of, among other things,
the Company’s business, assets and financial results. The CIM will be
made available to parties that execute a CA;

° Upon execution of a CA, prospective bidders will be provided with the
opportunity to commence due diligence, including reviewing information in
an online data room to be maintained by the Receiver. Prospective
purchasers will only be granted access to the data room if they are
determined by the Receiver to be a Qualified Bidder;

o The Receiver will facilitate due diligence efforts by, inter alia, arranging
site visits and meetings between key employees and interested parties,
provided that such meetings are supervised by the Receiver, and the
Receiver is of the view that such prospective purchasers are bona fide, in
the Receiver’s sole discretion;

° Prospective purchasers will be provided with a copy of the Stalking Horse
Offer. Prospective purchasers will be required to submit offers in the form
of the Stalking Horse Offer;

° Offers will be required to be submitted to the Receiver by 5:00 pm
(Eastern time) on January 22, 2014, being approximately one month from
the return date of the motion for approval of the Sale Process and Bidding
Procedures;

o The Receiver will have the right to extend or amend the Sale Process as
it considers appropriate, subject to the terms of the Stalking Horse Offer;
however, the Receiver would seek the Court's approval to materially
amend the Sale Process; and
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° Subject to Court approval, the following table sets out the Sale Process

timeline:

Milestone Timeline

Motion for approval of Sale Process, Stalking Horse Offer and Bidding Procedures December 27, 2013
Commencement of Chapter 15 Proceedings December 27, 2013
Offer deadline under Sale Process January 22, 2014
Auction (if required) January 24, 2014
Canadian Sale Approval Motion January 29, 2014
U.S. Motion for recognition of Canadian Sale Approval and Vesting Order January 31, 2014
Anticipated closing date of the Stalking Horse Offer February 3, 2014

6.2 Bidding Procedures

1. The Bidding Procedures are appended to the proposed Order and are
summarized as follows:

° A Qualified Bidder is a potential bidder that the Receiver determines is
likely (based on financial information submitted by the bidder, the
availability of financing, experience and other considerations deemed
relevant by the Receiver) to be able to consummate a sale if selected as
the Successful Bidder.

o The material bid requirements include the following:

o A base cash purchase price of $3.15 million, reflecting the base
purchase price of $2.8 million plus the Break Fee ($150,000),
Expense Reimbursement (up to $150,000) and Overbid Amount
($50,000), plus additional cash consideration that is equal to or
greater than the value of the Assumed Liabilities and the Working
Capital Amount;

° An executed copy of a proposed purchase agreement and a
redline of the bidder's proposed purchase agreement reflecting
variations from the Stalking Horse Offer. All Qualified Bids must
provide: (a) a commitment to close within one business day after
satisfaction of all conditions and a covenant to use all reasonable
commercial efforts to satisfy all conditions; and (b) the identity of
and contact information for the bidder and full disclosure of any
affiliates and any debt or equity financing sources involved in such
bid,
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o A cash deposit in the amount of $300,000;

o The bid shall identify with particularity those contracts of the
Company that the bidder seeks to receive an assignment of, if
any;

o The bid shall not request or entitle the bidder to any transaction or

break fee, expense reimbursement, termination or similar type of
fee or payment;

° The bid shall not contain any due diligence, financing or regulatory
contingencies of any kind, though the bid may be subject to the
satisfaction of other specific conditions in all material respects at

Closing;

° The bid shall identify with particularity any liabilities being
assumed,

° If no Qualified Bids are submitted by the Bid Deadline, the

Stalking Horse Offer shall be accepted, subject to Court approval;

B If one or more Qualified Bids are received by the Bid Deadline, the
Receiver shall conduct an Auction on January 24, 2014, at 11:00
am (Eastern time) to determine the Successful Bidder;

J Bidding at the Auction shall be restricted to Qualified Bidders,
which includes the Stalking Horse. Bidding at the Auction shall be
conducted in rounds. The Receiver, with the assistance of its
advisors, will determine the Lead Bid for each round. The Overbid
Amount and the Minimum Bid Increment are $50,000 and
$25,000, respectively;

° There is no credit bidding permitted under Bidding Procedures;
and
o If the transaction contemplated by the Successful Bid is

consummated and the Successful Bidder is not Airlite, the Break
Fee and Expense Reimbursement shall be paid by the Receiver to
Airlite from the proceeds of such transaction.
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6.3 Sale Process Recommendation

1. The Receiver recommends that this Court issue an Order approving the Sale
Process and Bidding Procedures for the following reasons:

a) In the Receiver's view, the Sale Process is commercially reasonable and
the Bidding Procedures and Auction, if required, provide an opportunity
for a result superior to the transaction contemplated by the Stalking Horse
Offer;

b) In the Receiver’s view, the duration of the Sale Process - while expedited
- is sufficient to allow interested parties to perform diligence and submit
offers. Many of the parties that will be contacted by the Receiver during
the Sale Process are familiar with this opportunity given their participation
in the ARXX Group’s pre-filing process and, accordingly, shouldn’t require
a prolonged diligence period to determine whether they are prepared to
submit a Qualified Bid,;

C) An expedited Sale Process is required for the following reasons:

° The Company operates in a highly competitive industry in which
customers can easily transition to alternative suppliers. There is
urgency to complete a transaction in order to preserve the
Company’s customer base, being the principal asset that Airlite is
acquiring. In this regard, Airlite has advised that it is not prepared
to act as a stalking horse bidder should the Sale Process be
prolonged; and

o Given the winter slower season, the Company is projected to
generate operating losses during the receivership period. The
Bank has agreed to fund these losses for a limited period of time
provided the proposed Order is granted. The losses and erosion
to the Bank’s collateral are projected to continue into February,
2014, and, accordingly, it is critical for the transaction to close
expeditiously in order for the Receiver to maximize value;

d) The existence of a “stalking horse” offer will assist to create certainty for
all stakeholders (employees, customers and vendors) to understand that
the Company’s business will continue to operate as a going concern. |t
will also facilitate a shorter sale process duration;

e) Absent the completion of the transaction contemplated by the Stalking
Horse Offer or a superior transaction that may result from the Sale
Process, the Receiver will not have access to funding, in which case the
Company’s operations would be discontinued,
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f) As set out in Section 5.1 of this Report, it is the Receiver’s view that the
Break Fee and Expense Reimbursement are reasonable in the
circumstances and should not discourage potential purchasers from
participating in the Sale Process; and

9) Although the Receiver has not yet completed a security review, it appears
that the Bank is the principal economic stakeholder in these proceedings
and has consented to the Sale Process, Stalking Horse Offer and Bidding
Procedures. It is uncertain at this time whether there will be funds
available for distribution to creditors ranking subordinate to the Bank.

7.0 Conclusion and Recommendation

1. Based on the foregoing, the Receiver respectfully recommends that this
Honourable Court make an order granting the relief detailed in Section 1.1 of this
Report.

All of which is respectfully submitted,
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DUFF & PHELPS CANADA RESTRUCTURING INC.

IN ITS CAPACITY AS RECEIVER OF

ARXX BUILDING PRODUCTS INC., ARXX BUILDING PRODUCTS USA INC., ARXX
CORPORATION, ECB HOLDINGS, LLC, APS HOLDINGS, LLC,

UNISAS HOLDINGS, LLC AND ECO-BLOCK INTERNATIONAL, LLC

AND NOT IN ITS PERSONAL CAPACITY
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Appendix “D”



Court File No. CV-13-10353-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

THE HONOURABLE ) FRIDAY, THE 27th

REG (ONAL SENIOL JUSTICE )

MR. JUSTICE MORAWETZ ) DAY OF DECEMBER, 2013

BETWEEN:

COMERICA BANK
Applicant
& and —

ARXX BUILDING PRODUCTS INC., ARXX CORPORATION, ARXX BUILDING
PRODUCTS U.S.A. INC., ECB HOLDINGS, LLC, APS HOLDINGS, LLC, UNISAS
HOLDINGS, LLC, AND ECO-BLOCK INTERNATIONAL, LLC

Respondents

APPLICATION UNDER SECTION 243 OF THE
BANKRUPTCY AND INSOLVENCY ACT, R.S.C. 1985, ¢. B-3, AS AMENDED, AND
SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S.0. 1990, c. C.43, AS AMENDED

STALKING HORSE SALES PROCESS ORDER

THIS MOTION, made by Duff & Phelps Canada Restructuring Inc., in its capacity as
the Court-appointed receiver (the “Receiver”) of the undertaking, property and assets of ARXX
Building Products Inc., ARXX Corporation, ARXX Building Products U.S.A. Inc., ECB
Holdings, LLC, APS Holdings, LLC, UNISAS Holdings, LLC, and Eco-Block International,
LLC (collectively, the “Corporation”), for an order approving a stalking horse asset purchase

agreement and related sales process was heard this day at 330 University Avenue, Toronto,

Ontario.
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ON READING the first report of the Receiver dated December 19, 2013 (the “First
Report”) and the exhibits thereto, filed, the Motion Record and Notice of Motion dated
December 20, 2013, filed, the Appointment Order dated December 9, 2013 (the “Appointment
Order”), and the Factum of the Receiver (the “Factum”), filed, and on hearing the submissions
of counsel for each of the Receiver, Comerica Bank and Airlite Plastics Co., no one else

appearing although duly served as appears from the affidavit of service of Elizabeth Nigro sworn

on December 20, 2013:

SERVICE

L THIS COURT ORDERS AND DECLARES that the time for service of the Receiver’s
Notice of Motion, the Motion Record, the First Report and the Factum is hereby abridged and the
manner thereof validated so that this Motion is properly returnable today and hereby dispenses

with any further or other service thereof.
MARKETING AND STALKING HORSE PROCESS

2. THIS COURT ORDERS AND DECLARES that the Receiver is hereby authorized and
directed to enter into an agreement to sell all or substantially all of the assets, property and
undertaking of the Corporation (the “Purchased Assets”) to Airlite Plastics Co. (the “Stalking
Horse Bidder”), substantially in the form of the agreement attached as Appendix B to the First
Report (the “Stalking Horse Bid”), and such agreement, subject to the terms of this Order, is
hereby approved and accepted for the purpose of conducting the Stalking Horse Process in
accordance with the Bidding Procedures (as each of those terms is defined below), including,
without limitation, the payment of the break fee and expense reimbursement (as more
particularly set out in the Stalking Horse Bid) (the “Break Fee and Expense Reimbursement”);
provided, for greater certainty, that nothing herein approves the sale of the Purchased Assets on
the terms set out in the Stalking Horse Bid, and that the validity of any sale of the Purchased

Assets will be determined on a subsequent motion to be held in accordance with the Bidding

Procedures.

3. THIS COURT ORDERS AND DECLARES that the bidding procedures described in
the First Report and attached hereto as Schedule “A” (the “Bidding Procedures”) and the sale
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process and auction described therein (collectively, the “Stalking Horse Process™) be and are
hereby approved and the Receiver is hereby authorized and directed to conduct the Stalking
Horse Process, and to execute such documents and take such steps as may be necessary or

incidental to the Bidding Procedures and the Stalking Horse Process.

4. THIS COURT ORDERS AND DECLARES that, in the event that the Receiver
concludes a sale of all or any of the Purchased Assets to a Successful Bidder other than the
Stalking Horse Bidder, the Receiver be and is hereby authorized and directed to pay the Break

Fee and Expense Reimbursement to the Stalking Horse Bidder in accordance with the terms and

conditions of the Stalking Horse Bid.

B THIS COURT ORDERS that in connection with the Stalking Horse Process and
pursuant to clause 7(3)(c) of the Personal Information Protection and Electronic Documents Act
(Canada), the Receiver may disclose personal information of identifiable individuals to
prospective bidders for the Purchased Assets and to their advisors, but only to the extent
desirable or required to negotiate and attempt to complete a sale of such assets. Each prospective
bidder to whom any such personal information is disclosed shall maintain and protect the privacy
of such information and limit the use of such information to its evaluation of the said assets and
related business, and if it does not complete a purchase thereof, shall return all such information
to the Receiver or, in the alternative, shall destroy all such information and certify such
destruction to the Receiver. The purchaser of the Purchased Assets shall be entitled to continue
to use the personal information provided to it, and related to the Purchased Assets, in a manner
that is in all material respects identical to the prior use of such information by the Corporation,

and shall return all other personal information to the Receiver, or ensure that all other personal

information is destroyed.

GENERAL

6. THIS COURT ORDERS that the Receiver may from time to time apply to this Court
for advice and directions in the discharge of its powers and duties hereunder, including the

conduct of the Stalking Horse Process.
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7. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada, the United States or elsewhere
to give effect to this Order and to assist the Receiver and its agents in carrying out the terms of
this Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully
requested to make such orders and to provide such assistance to the Receiver, as an officer of this

Court, as may be necessary or desirable to give effect to this Order or to assist the Receiver and

its agents in carrying out the terms of this Order.
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Schedule A

Bidding Procedures

Set forth below are the bidding procedures (the “Bidding Procedures”) to be employed
with respect to the sale (the “Sale”) of the assets, property and undertakings (the “Purchased
Assets”) of ARXX Building Products Inc., ARXX Corporation, ARXX Building Products
U.S.A. Inc., ECB Holdings, LLC, APS Holdings, LLC, UNISAS Holdings, LLC, and Eco-Block
International, LLC (the “Corporation”) by Duff & Phelps Canada Restructuring Inc., in its
capacity as the Court-appointed receiver of the Corporation (the “Receiver”).

On December 27, 2013, the Court issued an order (the “Bidding Procedures Order”)
approving and accepting for the purpose of conducting a “stalking horse” sales process (the
“Stalking Horse Process”) in accordance with these Bidding Procedures that certain asset
purchase agreement dated December 19, 2013 (the “Stalking Horse Bid”) between the Receiver
and Airlite Plastics Co. (the “Stalking Horse Bidder”), including, without limitation, the
payment of a break fee and expense Reimbursement (the “Break KFee and Expense
Reimbursement”) by the Receiver to the Stalking Horse Bidder in accordance with the
provisions of the Stalking Horse Bid, and approving these Bidding Procedures. All amounts
specified herein are in U.S. dollars.

Subject to Court availability, within three (3) business days following the Auction
(defined below), the Receiver shall bring a motion (the “Sale Approval Motion”) seeking the
granting of an order by the Court authorizing and approving the Sale of the Purchased Assets to
the Qualified Bidder making the Successful Bid (each as defined below) (the “Succesful
Bidder”) (such order, as approved, the “Approval and Vesting Order”).

Assets to Be Sold

The Receiver is offering for sale all of the Corporation’s right, title and interest in and to
all of the Purchased Assets and encourages bids for all or substantially all of the Purchased

Assets, in whole but not in part.

The Bidding Process

The Receiver shall: (i) determine whether any person is a Qualified Bidder (as defined
below); (ii) coordinate the efforts of Qualified Bidders in conducting their due diligence
investigations; (iii) receive offers from Qualified Bidders; and (iv) negotiate any offers made to
purchase the Purchased Assets (collectively, the “Bidding Process”). The Receiver shall have
the right to adopt such other rules for the Bidding Process (including rules that may depart from
those set forth herein) that in its reasonable business judgment will better promote the goals of
the Bidding Process, provided, however, that the adoption of any rule that materially deviates
from these Bidding Procedures shall require the consent of the Stalking Horse Bidder herein.

! The Stalking Horse Asset Purchase Agreement is attached as Appendix “B“ to the Receiver’s First Report.
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Participation Requirements

A “Qualified Bidder” is a potential bidder that the Receiver determines is likely (based
on financial information submitted by the bidder, the availability of financing, experience and
other considerations deemed relevant by the Receiver) to be able to consummate a sale if
selected as the Successful Bidder. For greater certainty, the Stalking Horse Bidder is, and shall

be deemed to be, a Qualified Bidder.

Due Diligence

Any person that wishes to participate in the Bidding Process must: (a) execute and deliver
to the Receiver a confidentiality agreement in form and substance acceptable to the Receiver,
which confidentiality agreement shall: (i) be in substantially the same form as the confidentiality
agreement entered into between the Corporation and the Stalking Horse Bidder; and (ii)
expressly permit the assignment of such confidentiality agreement by the Receiver to the
Successful Bidder; and (b) be a Qualified Bidder. The Receiver shall not be obligated to furnish
information of any kind whatsoever to any Person that the Receiver determines not to be a
Qualified Bidder. The Receiver will afford any Qualified Bidder the time and opportunity to
conduct reasonable due diligence, subject to the time frames contemplated by these Bidding
Procedures. The Receiver will designate a representative to coordinate all reasonable requests
for additional information and due diligence access from such Qualified Bidders.

Bid Deadline

A Qualified Bidder that desires to make a bid shall deliver written copies of its bid and
the Required Bid Materials (defined below) to each of:

(1) the Receiver, Duff & Phelps Canada Restructuring Inc., 333 Bay Street, 14th
Floor, Toronto, Ontario, M5H 2R2, Attn. David Sieradzki; and

(i)  counsel to the Receiver, Torys LLP, 79 Wellington St. W., 30th Floor, Box 270,
TD South Tower, Toronto, ON M5K 1N2, Attn.: David Bish,

so that such bid is received by each of the foregoing by not later than 5:00 p.m. (prevailing
Eastern time) on January 22, 2014 (the “Bid Deadline”). In the event that a bid is determined to
be a Qualified Bid (as defined below), the Receiver shall deliver a written copy of any such
Qualified Bid and the Required Bid Terms and Materials to the Stalking Horse Bidder’s counsel.

Bid Requirements

All bids (other than the Stalking Horse Bid) must include, unless such requirement is
waived by the Receiver, the following (collectively, the “Required Bid Terms and Materials”):

(1) A base cash purchase price equal to or greater than $3,150,000 (the “Minimum
Bid Amount™),” plus additional consideration that is equal to or greater than the

2 This is the sum of the Stalking Horse Bid’s base cash purchase price, the Break Fee and Expense Reimbursement,
and the Overbid Amount (as defined below).
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value of the Assumed Liabilities and the Working Capital Amount (as each of
those terms is defined in the Stalking Horse Bid);

(i) A provision stating that the bidder’s offer is irrevocably open for acceptance until
the first business day after the Purchased Assets have been sold pursuant to the
closing of the sale approved by the Court;

(iii)  An executed copy of a proposed purchase agreement and a redline of the bidder’s
proposed purchase agreement reflecting variations from the Stalking Horse Bid
(the “Marked Agreement”). All Qualified Bids must provide: (a) a commitment
to close within one (1) business day after satisfaction of all conditions and a
covenant to use all reasonable commercial efforts to satisfy all conditions; and (b)
the identity of and contact information for the bidder and full disclosure of any
affiliates and any debt or equity financing sources involved in such bid;

(iv) A cash deposit in the amount of not less than $300,000 in the form of a wire
transfer, certified cheque or such other form acceptable to the Receiver (the “Bid
Deposit™), which shall be placed by the Receiver in a non-interest bearing escrow
account (the “Escrow Account”). Funds shall be disbursed from the Escrow
Account only as follows: (i) if the Qualified Bidder is the Successful Bidder at the
Auction, its Bid Deposit will be applied to the purchase price payable by it under
its bid on the closing thereof; and (ii) if the Qualified Bidder is not the Successful
Bidder at the Auction, then its Bid Deposit shall be returned to it forthwith
following the expiration of its offer;

(v) A representation of the bidder and written evidence that the bidder has a
commitment for financing or other evidence of the proposed purchaser’s ability to
consummate the proposed transaction, including executed copies of any financing
agreements, commitments, guarantees of the payment obligations of the proposed
purchaser, and which the Receiver believes to be sufficient to satisfy the bidder’s
obligations under its proposed agreement submitted by it as provided above;

(vi)  The bid shall identify with particularity those contracts of the Corporation with
respect to which the bidder seeks to receive an assignment, if any;

(vii) The bid shall not request or entitle the bidder to any transaction or break fee,
expense reimbursement, termination or similar type of fee or payment and shall
include an acknowledgement and representation of the bidder that it has had an
opportunity to conduct any and all due diligence regarding the Purchased Assets
prior to making its offer, that it has relied solely upon its own independent review,
investigation and/or inspection of any documents and/or the Purchased Assets in
making its bid, and that it did not rely upon any written or oral statement,
representations, warranties, or guarantees, express, implied, statutory or
otherwise, regarding the Purchased Assets, the financial performance of the
completeness of any information provided in connection therewith or the Auction,
except as expressly stated in these Bidding Procedures or the Stalking Horse Bid;
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(viii) The bid shall not contain any due diligence, financing or regulatory contingencies
of any kind, though the bid may be subject to the satisfaction of other specific
conditions in all material respects at Closing;

(ix)  The bid shall fully disclose the identity of each entity that will be bidding for the
Purchased Assets or otherwise participating in connection with such bid, and the
complete terms of any such participation;

x) The bid shall state that the offering party consents to the jurisdiction of the Court;

(xi)  The bid shall include evidence of authorization and approval from the bidder’s
board of directors (or comparable governing body) with respect to the submission,
execution, delivery and closing of the submitted purchase agreement of the

bidder;

(xii) The bid shall state that the offering party has not acted and will not act in
collusion with any other person in connection with its bid; and

(xiii) The bid shall identify with particularity any liabilities being assumed.

A bid received from a Qualified Bidder that includes all of the Required Bid Terms and
Materials and is received by the Bid Deadline is a “Qualified Bid”. The Receiver reserves the
right to determine the value of any Qualified Bid, and which Qualified Bid constitutes the best
offer (the “Lead Bid”). Forthwith after the Bid Deadline, the Receiver, using its reasonable
business judgment, shall determine which Qualified Bid shall be the Lead Bid for the purposes of
the Auction. A copy of the Lead Bid will be provided to all Qualified Bidders prior to the

Auction Date.

Notwithstanding the bid requirements detailed above, the Stalking Horse Bid shall be
deemed a Qualified Bid.

Credit Bidding

No person shall be permitted to credit bid the indebtedness owed to them by the
Corporation in connection with the making of a Qualified Bid or in the conduct of the Auction.

“As Is, Where Is, With All Faults”

The sale of the Purchased Assets shall be on an “as is, where is” and “with all faults”
basis and without representations, warranties, or guarantees, express, implied or statutory,
written or oral, of any kind, nature, or description by the Receiver or its agents, representatives,
partners or employees, or any of the other parties participating in the sales process pursuant to
these Bid Procedures, except as may otherwise be provided in a definitive purchase agreement
with the Receiver. By submitting a bid, each Qualified Bidder shall be deemed to acknowledge
and represent that it has had an opportunity to conduct any and all due diligence regarding the
Purchased Assets prior to making its bid, that it has relied solely upon its own independent
review, investigation and/or inspection of any documents and/or the Purchased Assets in making
its bid, and that it did not rely upon any written or oral statements, representations, warranties, or
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guarantees, express, implied, statutory or otherwise, regarding the Purchased Assets, the
financial performance of the Purchased Assets or the physical condition or location of the
Purchased Assets, or the completeness of any information provided in connection therewith or
the Auction, except as expressly stated in these Bidding Procedures or as set forth in a definitive
purchase agreement with the Receiver.

Free of Any and All Liens

Except as otherwise provided in the Stalking Horse Bid or another Successful Bidder’s
purchase agreement, and subject to any permitted encumbrances therein, all of the Corporation’s
right, title and interest in and to the Purchased Assets shall be sold free and clear of all liens and
encumbrances pursuant to the Approval and Vesting Order.

The Auction and Auction Procedures

If one or more Qualified Bids (other than that submitted by the Stalking Horse Bidder)
have been received by the Receiver on or before the Bid Deadline, the Receiver shall conduct an
auction (the “Auction”) to determine the highest and/or best bid with respect to the Purchased
Assets, with the Lead Bid as the starting bid for the Auction. The Auction shall be conducted at
the offices of Torys LLP (the “Auction Site”) at 11 a.m. (prevailing Eastern time) on January 24,
2014 (the “Auction Date”), or such other place and time as the Receiver shall notify all
Qualified Bidders who have submitted Qualified Bids and expressed their intent to participate in
the Auction as set forth above.

If no Qualified Bid is submitted by the Bid Deadline or all Qualified Bids that have been
submitted have been withdrawn prior to the Bid Deadline or the Auction Date, then the Receiver
shall cancel the Auction (in which case, the Stalking Horse Bid shall be the Successful Bid, and
the Stalking Horse Bidder shall be the Successful Bidder).

Attendance at Auction: Only authorized representatives of Qualified Bidders (including
the Stalking Horse Bidder) and their legal and financial advisors, and such other persons as
expressly invited by the Receiver, may attend at the Auction.

Conduct of Auction: Except as otherwise provided herein, based upon the terms of the
Qualified Bids received, the number of Qualified Bidders participating in the Auction, and such
other information as the Receiver determines is relevant, the Receiver may conduct the Auction
in any manner that it determines will achieve the maximum value for the Purchased Assets,
provided that all Qualified Bidders that have timely submitted a Qualified Bid shall be entitled to
be present during each round of bidding, the identity of each such Qualified Bidder shall be
disclosed to all other Qualified Bidders, and all material terms of each Qualified Bid and each
subsequent bid made by each such Qualified Bidder shall be disclosed to all other Qualified
Bidders. The Receiver may set opening bid amounts in each round of bidding as the Receiver

determines to be appropriate.

Overbid Amount: Minimum Bid Increment: There shall be an overbid amount that a
Qualified Bidder must bid to exceed the Stalking Horse Bid (“Overbid Amount”), and that
amount shall be at least $50,000 for all bids made by Qualified Bidders. At the Auction, the
bidding shall begin with the Lead Bid as the opening bid and all subsequent bids shall not be less
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than $25,000 in excess of the preceding bid (the “Minimum Bid Increment”), unless modified
by the Receiver in subsequent rounds of bidding; provided however that the Minimum Bid
Increment shall at no time be less than $10,000. In each round of bidding, the Receiver will take
into account the fact that the Break Fee and Expense Reimbursement is not payable with respect
to the Stalking Horse Bid but is payable with respect to any other Qualified Bidder’s offer.
During each round of bidding, all bids made must comply with the conditions for a Qualified Bid
(save that the Bid Deadline shall not apply).

Receiver To Determine Highest and/or Best Bid: The Receiver shall determine, in its
reasonable business judgment, which Qualified Bid is the Lead Bid and, at the Auction, which
bid after each round of bidding is the then-prevailing highest and/or best bid. In making such
determination, the Receiver may consider, without limitation: (i) the amount and nature of the
consideration; (ii) the proposed assumption of liabilities, if any; (iii) the ability of the Qualified
Bidder in question to close the proposed transaction; (iv) the number of employees to be
employed by the Qualified Bidder pursuant to the proposed transaction; (v) the proposed closing
date and the likelihood, extent and impact of any potential delays in closing; (vi) any purchase
price adjustment; (vii) the net economic effect of any changes made to the Stalking Horse Bid;
and (viii) such other considerations as the Receiver deems relevant in its reasonable business
judgment. At the end of each round of bidding at the Auction, the Receiver shall announce the
material terms of the then highest and/or best bid, and the basis for calculating the total
consideration offered in such bid. The Receiver may, at any time, make one or more
adjournments to the Auction. If at the end of any round of bidding a Qualified Bidder has
elected not to submit a further bid meeting the criteria set out herein (including the Minimum Bid
Increment), then such Qualified Bidder shall not be entitled to continue to participate in the next
round of the Auction or in any subsequent round and shall leave the Auction.

Successful Bid: Upon conclusion of the bidding, the Auction shall be closed and the
Receiver shall immediately review the final bids made in the final round of bidding (if more than
one such bid was made) in order to determine the highest and/or best bid (the “Successful Bid”).

Highest versus Best Bids

In determining the Lead Bid, the highest and/or best bid during each round of the
Auction, and the Successful Bid, the Receiver is not required to select the bid that is the
highest bid and may, exercising its reasonable business judgment, select another bid on the
basis that it is the best bid even though not the highest bid in value. Without limiting the
foregoing, the Receiver may give such weight to cash versus non-cash consideration set out
in any bid (including, without limitation, assumed liabilities and the continuation of
employment of the Corporation’s employees) as it determines, exercising its reasonable
business judgment, is appropriate and reasonable.

Break Fee and Expense Reimbursement

To provide an incentive and to compensate the Stalking Horse Bidder for performing the
substantial due diligence and incurring the expenses necessary in entering into the Stalking
Horse Bid with the knowledge and risk that arises from participating in the sale and subsequent
bidding process, the Receiver has agreed to pay the Stalking Horse Bidder, under the conditions
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outlined herein and in the Stalking Horse Bid, the Break Fee in the amount of $150,000 and an
Expense Reimbursement on account of its reasonable and documented fees and expenses, up to a
maximum of $150,000. The Receiver will take into account the Break Fee and Expense
Reimbursement in each round of bidding with respect to the Stalking Horse Bidder.

The Break Fee and Expense Reimbursement were material inducements for, and a
condition of, the Stalking Horse Bidder's entry into the Stalking Horse Bid. The Break Fee and
Expense Reimbursement, if payable in accordance with the Stalking Horse Bid, shall be paid in
accordance with the Stalking Horse Bid and the Bidding Procedures Order.

Sale Approval Motion Hearing

The Sale Approval Motion shall, subject to court availability, be made returnable on or
before January 29, 2014, at 10:00 a.m. (prevailing Eastern Time) in the Court. A hearing to
recognize the Approval and Vesting Order in the United States pursuant to Chapter 15 of the
U.S. Bankruptcy Code, shall, if so required by the Successful Bidder, and subject to court
availability, be made returnable on or before January 31, 2014, at 10:00 a.m. (prevailing Eastern
Time) in the United States Bankruptcy Court for the District of Delaware. The Receiver, in the
exercise of its business judgement, reserves its right to the extent consistent with the Stalking
Horse Bid to change the date of the hearing of Sale Approval Motion and/or the U.S. recognition
hearing in order to achieve the maximum value for the Assets.

At the hearing of the Sale Approval Motion, the Receiver shall, among other things, seek
approval from the Court to consummate the Successful Bid.

Acceptance of Qualified Bids

The sale of the Purchased Assets to any Successful Bidder by the Receiver is expressly
conditional upon the approval of the Successful Bid by the Court at the hearing of the Sale
Approval Motion. The Receiver's presentation of the Successful Bid to the Court for approval
does not obligate the Receiver to close the transaction contemplated by such Successful Bid
unless and until the Court approves the Successful Bid. The Receiver will be deemed to have
accepted a bid only when the bid has been approved by the Court at the hearing on the Sale

Approval Motion.

Miscellaneous

The Auction and these Bidding Procedures are solely for the benefit of the Receiver and
nothing contained in the Bidding Procedures Order or these Bidding Procedures shall create any
rights in any other person (including, without limitation, any bidder or Qualified Bidder, and any
rights as third party beneficiaries or otherwise) other than the rights expressly granted to a
Successful Bidder under the Bidding Procedures Order. The bid protections incorporated in
these Bidding Procedures are solely for the benefit of the Stalking Horse Bidder.

Except as provided in the Bidding Procedures Order and Bidding Procedures, the Court
shall retain jurisdiction to hear and determine all matters arising from or relating to the
implementation of the Bidding Procedures Order, the Stalking Horse Process and the Bidding

Procedure..
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COMERICA BANK

APPLICANT

and

ARXX BUILDING PRODUCTS INC., ARXX CORPORATION,
ARXX BUILDING PRODUCTS U.S.A. INC., ECB HOLDINGS,
LLC, APS HOLDINGS, LLC, UNISAS HOLDINGS, LLC, ECO-
BLOCK INTERNATIONAL, LLC

RESPONDENTS

Court File No. CV-13-10353-00CL
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Court File No. CV-13-10353-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

BETWEEN:
COMERICA BANK
Applicant

-and —

ARXX BUILDING PRODUCTS INC., ARXX CORPORATION, ARXX BUILDING
PRODUCTS U.S.A. INC., ECB HOLDINGS, LLC, APS HOLDINGS, LLC, UNISAS

HOLDINGS, LLC, AND ECO-BLOCK INTERNATIONAL, LL.C
Respondents

APPLICATION UNDER SECTION 243 OF THE BANKRUPTCY AND INSOLVENCY
ACT, R.S.C. 1985, C. B-3, AS AMENDED, AND SECTION 101 OF THE
COURTS OF JUSTICE ACT, R.S.0. 1990, C. C.43, AS AMENDED

Unofficial Transcription of the Reasons
of Justice Morawetz made December 27, 2013

D. Bish for Receiver
J. LeVine for Comerica
K. Esaw for Airlite

The motion was not opposed.

The background to the Transaction and the proposed Stalking Horse process is set out in detail
in the Report of Duff & Phelps.

This is a relationship business and I am satisfied that circumstances are such that realization
could be prejudiced if the process is delayed. Although timelines are shorter in this case, the
reality is that the process is time sensitive.

The Stalking Horse process, as proposed calls for a break-fee and expense reimbursement. The
break-fee is at the top of the scale but given that this is a relatively small business, the break-fee

in absolute terms is not, in my view excessive.

The auction process is fully set out and if an auction results, I am satisfied that the process is fair
and reasonable in the circumstances.
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-

The Stalking Horse Process and Bidding Procedures are approved together with the ancillary
relief requested.

Motion granted and order signed in form presented.

Morawetz J.
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DUFF & PHELPS

DELIVERED BY EMAIL January 22, 2014

Airlite Plastics Co.

6110 Abbott Dr.

Omaha, NE 68128 USA
Attention: Patrick J. Kenealy

Dear Mr. Kenealy:

Re: ARXX Building Products Inc., ARXX Building Products USA inc. et al
(collectively, the “Company”)

We are writing in our capacity as Receiver of the Company’s property, assets and undertaking.
appointed pursuant to an Order of the Ontario Superior Court of Justice (“Court”) made on

December 9, 2013.

As you are aware, the Receiver has carried out the sale process (*Sale Process’) for the
Company’s business and assets in accordance with a Court Order made on December 27, 2013
(the “Sale Process Order”). Based on the results of the Sale Process, the Receiver hereby

declares that:

« The bid submitted by Airlite Plastics Co. (*Airlite”) shall be the "Successful Bid” and Airlite
shall be the “Successful Bidder”; and

s There will not be an auction on January 24, 2014,

In accordance with the Sale Process Order and related bidding procedures, the Receiver is
proceeding with its motion for a Sale Approval and Vesting Order in Canada on January 29. 2014
and US recognition of such Court Order, if granted, on January 31, 2014

Subject to the requisite Court approvals in Canada and the US. we look forward to completing the
transaction with Airlite on February 3, 2014,

Yours very truly,

DUFF & PHELPS CANADA RESTRUCTURING INC.
IN ITS CAPACITY AS COURT-APPOINTED RECEIVER OF
UILDING PRODUCTS INC. AND ARXX BUILDING PRODUCTS USA INC. ET AL

Per: David Sieradzki

DS:vb
c.0 David Bish (Torys LLP)
Matthew Lunn (Young Conaway Stargatt & Taylor, LLP)
Guy Martel/Dana Borshy/Kathryn Esaw (Stikeman Elliott LLP)

david.sieradzki @ duffandphelps.com

Duff & Phelps Canada Restructuring Inc ro+1416 932 6030
www duffandphelps.ca

333 Bay Street. 147 Floor Fo+1 647 497 9470
Toronto. Ontano. M5H 2R2
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Appendix “H”



TO:

PAYOUT AND AUTHORIZATION TO DISCHARGE

ARXX BUILDING PRODUCTS INC, AND ARXX CORPORATION
(collectively, “ARXX™)

MMYV Finance Inc, (“MMV") hereby acknowledges that payment made by ARXX to
MMV as of March 31, 2011 (the “Payout”) completely fulfills and discharges all
covenants and obligations of ARXX and its affiliates in favour of MMV with respect to
certain credit facilities established pursuant to a credit agreement between MMV and

_ARXYX, dated as of the 15th day of February, 2008 (as amended, the “Credit
Agreement”)

Accordingly, MMV and ARXX hereby agree that, in consideration of the Payout:

1,

The Credit Agreement and all security entered into pursuant thereto is
immediately terminated and of no further force or effect.

Each of MMV and ARXX are hereby released and forever discharged of and from -
- all -actions, causes of action, suits, duties, debts, accounts, bonds, covenants,
‘contracts, claims and demands whatsoever that any of MMV or ARXX now has

or hereafler can, shall or may have for or by reason of or in any way arising out of
any cause, matter or thing whatsoever existing up to the date hereof and, in
particular, without in any way limiting the generality of the foregoing, in respect
of all claims for money advanced pursuant to the Credit Agreement, excepting
only such claims and rights as MMV may be entitled to pursuant to an Amended
and Restated Warrant for the Purchase of Series B Convertible Preferred Stock of
Arxx Corporation, dated on or about September 24, 2010. '

ARXX and its counse] are hereby entitled, at its own expense, from time to time
to do, execute, acknowledge and deliver all further acts, deeds, conveyances,
transfers and assurances, and ail discharges, financing change siatements and
similar notices reasonably necessary or proper for the discharge of any and all
security interests in favowr of MMV pursuant to the Credit Agreement and, for
such purposes, MMV does hereby irrevacably appoint ARXX and its counsel the
true and fawful attomey-in-fact of MMV with full power of substitution, for and
in its name to execute any discharge statements or financing change statements in

.any applicable jurisdiction. The power and authority hereby given and granted

shall be deemed coupled with an interest and not revocable by any party.



«

IN WITNESS WHEREOT, the parties hereto, by their officers thereunto duly
authorized, have executed this Payout and Authorization to Discharge as of the ___ day
-of April, 2011.

- MMY FINANCE INC.

By:

Name: ‘Chris Marshall ‘

Title: General Counsel

ARXX CORPORATION

‘[%WQ

Name: “Josit BEerrado

Titl: _VPiero

ARXX BUILDING PRODUCTS
INC.

Name;: {Og’«& BELTRAND

Title: VP-{; Ceo
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Sieradzki, David

From: Sieradzki, David

Sent: Tuesday, January 21, 2014 11:25 AM
To: Sieradzki, David

Subject: FW: Gienow Building Products

From: Richard Boyer

Sent: Monday, January 20, 2014 11:35 AM
To: Goldstein, Noah

Subject: Gienow Building Products

Good morning Noah,

This will confirm that Gienow Building Products Ltd. has no claim against ARXX Building Products.
I trust the foregoing is satisfactory,

Regards,

Richard Boyer

Richard L. Boyer, CA
President

7140 — 40th St. S.E, Calgary, Alberta, T2C 2B6 | p: 403 203 8200 | d: 403 203 8329 | f: 403 203 8351
richard.boyer@plygem.ca
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T O S 79 Wellington St. W., 30th Floor
RY Box 270, TD South Tower

LLP Toronto, Ontario MBK 1N2 Canada

P. 416.865.0040 | F. 416.865.7380

www.torys.com

Lily Coodin
Icoodin@torys.com
P. 416.865.7541

January 20, 2014

BY EMAIL
TO THE ATTACHED SERVICE LIST

Dear Sirs/Mesdames:

Re: Receivership of ARXX Building Products Inc. et al. (the “ARXX Group”) -
Court File No. CV-13-10353-00CL

In accordance with the sale process approved by the Court on December 27, 2013, 2 hearing
date was set for 10:00 a.m. on January 29, 2014, for the approval of a sale of the business and
assets of the ARXX Group. Please be advised that, at that hearing, the Receiver will also request
from the Court an Order authorizing a US$1.5 million distribution from the proceeds of sale to
Comerica Bank, and authorization to make additional distributions to Comerica Bank, from
time to time in an aggregate amount not to exceed the amount of the secured indebtedness
owing by the ARXX Group to Comerica Bank, without further Court Order. Comerica Bank is
the principal secured creditor of the ARXX Group.

We will provide you with a copy of the Motion Record in respect of the sale approval and
distribution, including the Second Report of the Receiver, in due course. Copies of these
materials will also be posted on the Receiver’s website at: www.duffandphelps.com/intl/en-

ca[Pages[RestructuringCases.aspx?caseId=912.

If you intend to appear at this hearing, please advise the undersigned in order that we may
advise the Court for scheduling purposes and ensure that sufficient Court time has been booked

for the hearing of this matter.
Yours truly,

Torys LLP

Per:

Lily Coodin
e

Service List
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Service List
As of January 16, 2014

TO: TORYS LLP
79 Wellington Street West, 30th Floor Box 270, TD South Tower

Toronto, ON M5K 1N2

David Bish / Lily Coodin

Tel: (416) 865-7353 / (416) 865-7541

Fax: (416) 865-7380

Email: dbish@torys.com / Icoodin@torys.com

Lawyers for Duff & Phelps Canada Restructuring Inc., the Receiver

AND TO: DUFF & PHELPS CANADA RESTRUCTURING INC.
333 Bay Street, 14th Floor, Bay Adelaide Centre
Toronto, ON M5H 2R2

David Sieradzki / Noah Goldstein

Tel: (416) 932-6030 / (416) 932-6207

Fax: (647) 497-9473

Email: david.sieradzki@duffandphelps.com / noah.goldstein@duffandphelps.com

AND TO: STIKEMAN ELLIOTT LLP
1155 boul. Rene-Levesque Ouest, 40th Floor
Montreal, QC H3B 3V2

Guy P. Martel / Dana Borshy

Tel: (514) 397-3163

Fax: (514) 397-3222

Email: gmartel@stikeman.com / dborshy@stikeman.com

STIKEMAN ELLIOTT LLP
5300 Commerce Court West
199 Bay Street

Toronto, ON M5L 1B9

Kathryn Esaw

Tel: (416) 869-6820

Fax: (416) 947-0866

Email: kesaw@stikeman.com

Lawyers for Airlite Plastics Co.
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AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

MCMILLAN LLP
Brookfield Place

181 Bay Street, Suite 4400
Toronto, ON, M5J 2T3

Brett Harrison / Adam Maerov

Tel: (416) 865-7932

Fax: (416) 865-7048

Email: Brett.Harrison@mcmillan.ca / Adam.Maerov@mcmillan.ca

Lawyers for Comerica Bank

EXPORT DEVELOPMENT CANADA
150 Slater Street
Ottawa, ON KIA 1K3

Attention: Loans Services - Small Business Financing
Fax: (613) 598-2514
Email: SBF.loanservices@edc.ca

Attention: Asset Management
Fax: (613) 598-3186
Email: SBF.assetmanagement@edc.ca

DEPARTMENT OF JUSTICE
The Exchange Tower

130 King Street West, Suite 3400
Toronto, ON M5X 1K6

Diane Winters

Tel: (416) 973-3172

Fax: (416) 973-0810

E-Mail: diane.winters(@justice.gc.ca

GIENOW BUILDING PRODUCTS LTD.
7140-40th Street S.E.
Calgary, AB T2C 2B6

XEROX CANADA LTD.
33 Bloor Street E., 3rd Floor
Toronto, ON M4W 3H1

MMYV FINANCE CANADA INC.
95 Wellington Street West, 22nd Floor
Toronto, ON M5J 2N7
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