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COURT FILE NO: 09-CL-7960

ONTARIO
SUPERIOR COURT OF JUSTICE

(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, C.C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
NMC CANADA, INC. AND 2515080 NOVA SCOTIA COMPANY

SIXTH REPORT OF
DUFF & PHELPS CANADA RESTRUCTURING INC.

AS COURT-APPOINTED RECEIVER OF
NMC CANADA, INC., 2515080 NOVA SCOTIA COMPANY

AND SKD COMPANY

May 23, 2014

1.0 Introduction

1. Pursuant to an order (“Initial Order”) of the Ontario Superior Court of Justice
(Commercial List) (“Court”) made on January 21, 2009, NMC Canada, Inc.
(“NMC”), 2515080 Nova Scotia Company (“2515”) and SKD Company (“SKD”)
(collectively, the “Company”) commenced proceedings under the Companies’
Creditors Arrangement Act (“CCAA”) and RSM Richter Inc. (“Richter”) was
appointed monitor (“Monitor”). A copy of the Initial Order is attached as Appendix
“A”.

2. On June 11, 2009, the Court issued an order amending the Initial Order, placing
the Company in receivership and appointing Richter as receiver (“Receiver”) of
the Company’s property, assets and undertaking (“Receivership Order”). A copy
of the Receivership Order is attached as Appendix “B”.

3. On April 29, 2010, an order of the Court was made authorizing the Receiver to
place NMC, 2515 and SKD into bankruptcy. On January 11, 2011, SKD was
placed in bankruptcy and Richter was appointed as trustee in bankruptcy
(“Trustee”).
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4. On May 26, 2011, NMC and 2515 were each placed in bankruptcy and Richter
was appointed as trustee in bankruptcy (“Trustee”) of each of NMC and 2515.
Pursuant to a Court order made on September 11, 2013, the estates of SKD,
NMC and 2515 were procedurally and substantively consolidated.

5. Pursuant to a Court order made on December 12, 2011 (“Substitution Order”),
Duff & Phelps Canada Restructuring Inc. (“D&P”) was substituted in place of
Richter as Receiver1 as a result of D&P’s acquisition of the Toronto restructuring
practice of Richter.

1.1 Purposes of this Report

1. The purposes of this report (“Report”) are to:

a) Provide background information about the Company and these
proceedings;

b) Discuss a fee reserve in the amount of $60,000 (“Fee Reserve”)
recommended by the Receiver for fees potentially to be incurred by the
Receiver and Goodmans LLP (“Goodmans”), the Receiver’s counsel,
from May 1, 2014 through to the completion of these proceedings;

c) Recommend that this Honourable Court issue an Order:

i. discharging the Receiver and the Receiver’s Charge, as defined in the
Receivership Order, upon the filing of the Discharge Certificate;

ii. terminating the CCAA proceedings and discharging the Monitor and
the Administration Charge, as defined in the Initial Order, upon the
filing of the Discharge Certificate;

iii. approving the fees and disbursements of the Receiver and its legal
counsel, Goodmans, from April 1, 2010 to April 30, 2014;

iv. approving the Fee Reserve;

v. approving the Receiver’s reports and activities described in prior
reports; and

vi. approving this Report and the Receiver’s conduct and activities, as
described in this Report.

1 On December 9, 2011 the assets used by Richter in its Toronto restructuring practice were acquired by D&P. Pursuant
to the Substitution Order, D&P was substituted in place of Richter in certain ongoing mandates, including acting as
Receiver in these proceedings. The licensed trustees/restructuring professionals overseeing this mandate prior to
December 9, 2011 remain unchanged.



Duff & Phelps Canada Restructuring Inc. Page 3 of 12

1.2 Currency

1. All currency references in this Report are to Canadian dollars, unless otherwise
noted.

2.0 Background Information

2.1 Corporate Overview

1. NMC and 2515 are the general partners of SKD. The only assets and liabilities of
NMC and 2515 relate to SKD.

2. NMC and 2515 own 1% and 99% of SKD, respectively.

3. In addition to SKD’s Canadian manufacturing operations, automotive parts
manufacturing was carried on by SKD L.P. in the US and SKD de Mexico, S. de
R.L. de C.V. in Mexico. Collectively, SKD and its related entities are referred to
as the “SKD Group”.

4. The SKD Group was primarily a tier-one supplier of stamping and welded
assemblies to the North American automotive industry.

5. Additional information concerning the Company and these proceedings is
available in the various reports to Court and the motion materials filed by the
Monitor, the Receiver and the Trustee in the CCAA, receivership and bankruptcy
proceedings, respectively. Copies of these materials can be found on D&P’s
website at www.duffandphelps.ca.

3.0 Status of these Proceedings

1. The following is an overview of the principal matters that have been addressed,
or are being addressed, by the Receiver in these proceedings.

3.1 Customer Participations

1. During the CCAA proceedings, the Company’s operations were partially funded
by the Customers, being General Motors Corporation (“GM”), Ford Motor
Company (“Ford”), Chrysler Group LLC (“Chrysler”) and Honda of America Mfg.
Inc., for itself and on behalf of Honda Canada Mfg., a division of Honda Canada,
Inc., Honda Manufacturing of Indiana, LLC and Honda Manufacturing of
Alabama, LLC (“Honda”) (collectively, the “Customers”).

2. At the commencement of the CCAA proceedings, the Customers agreed to
purchase from Comerica Bank (“Comerica”), SKD Group’s primary secured
creditor, for cash, undivided subordinated interests (“Customer Participations”) in
Comerica loans to the Company pursuant to an Amended and Restated
Subordinated Participation Agreement dated January 21, 2009, as amended.
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3. Pursuant to an order of the Court made on June 7, 2010, the Receiver was
authorized and directed to distribute the Canadian dollar equivalent of
approximately US$12 million (“Distribution”) to the Company’s secured creditors
to repay in full the Customer Participations. The Distribution was made on
June 10, 2010.

4. The direct advances made by Comerica to the Company were repaid prior to the
commencement of the receivership proceedings.

3.2 Sale of Assets (Excluding Real Property)

1. A large percentage of the assets of the Company were sold during the CCAA
proceedings.

2. During the CCAA proceedings, the Monitor solicited offers from liquidators for
assets located at the Company’s Milton and Brampton premises which remained
at the conclusion of the CCAA period, excluding Real Property (“Remaining
Assets”).

3. Pursuant to an approval and vesting order made by the Court on June 11, 2009,
the Receiver entered into an Asset Purchase and Liquidation Services
Agreement (“APA”) with Maynards Industries Inc. (“Maynards”) for the Remaining
Assets.

4. In accordance with the terms of the APA, the Receiver received a net minimum
guarantee from Maynards of $3.1 million in exchange for substantially all of the
Remaining Assets. The auctions for the sale of the Remaining Assets were held
on October 14 and 15, 2009. The proceeds from the auctions did not result in
realizations to the estate in excess of the net minimum guarantee, with the
exception of assets sold on a commission basis, which generated net proceeds
of approximately $100,000.

3.3 Sale of Real Property

1. The Company operated from two leased facilities in Mississauga, Ontario and an
owned facility in each of Milton and Brampton, Ontario. The Brampton property
was located at 40 Holtby Avenue (“Brampton Property”) and the Milton property
was located at 375 Wheelabrator Way (“Milton Property”).

2. On August 19, 2010 the Court approved the sale of the Milton Property to
Mayflower Properties Inc. for $3.45 million. The transaction closed on
September 24, 2010.

3. On April 29, 2010 the Court approved the sale of the Brampton Property for
$2.54 million to Boutin Holdings Limited (“Boutin”). Boutin subsequently
assigned the agreement to 2240523 Ontario Inc. This transaction closed on
April 30, 2010.
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3.4 Directors’ and Officers’ Claims Process

1. The Initial Order created a $3 million charge in favour of the Company’s Directors
and Officers (the “Directors’ Charge”) for claims arising under paragraphs 7(a),
9(a), 9(b) and 9(c) of the Initial Order. Pursuant to a Court order made on
November 4, 2009, the Receiver was authorized and directed to commence a
claims process to determine what claims, if any, may exist that would be subject
to the Directors’ Charge (“D&O Claims Process”).

2. The claims bar date was December 11, 2009. All claims submitted in the D&O
Claims Process were disallowed by the Receiver. Pursuant to a Court order
made on May 30, 2011, the Directors’ Charge was terminated, discharged and
released.

3.5 Chrysler Group LLC

1. As discussed in the Receiver’s fifth report to court (“Fifth Report”) and the
supplement to the fifth report (“Supplemental Report”), a trust account was
established in the CCAA proceedings to hold funds deposited by Chrysler
pending the resolution of certain unresolved matters between SKD and Chrysler
(the “Chrysler Trust Account”) (the “Chrysler Dispute”). Further information
regarding the Chrysler Dispute can be found in the Fifth Report and the
Supplemental Report, which are attached as Appendices “C” and “D”,
respectively, without attachments. The largest point in dispute related to the
amount of professional fee setoffs claimed by Chrysler.

2. Effective as of November 28, 2013, the Receiver and Chrysler reached a
settlement resolving all matters between Chrysler and the Receiver. Mutual
releases have been executed.

3.6 Honda of America Mfg., Inc.

1. Similar to one of the main issues in the Chrysler Dispute, the Receiver was of the
view that Honda incorrectly took certain setoffs that were precluded under
section 2.6 of the accommodation agreement entered into among Chrysler,
Honda, Ford and the Company, dated January 21, 2009, as amended from time
to time (the “Accommodation Agreement”) (“Honda Dispute”). Based on the
Receiver’s interpretation, Honda took approximately $205,000 more in
professional fee setoffs than the Accommodation Agreement would allow.

2. The Receiver and Honda have settled this issue, together with certain issues that
the Trustee had with Honda’s claim in the bankruptcy. All matters between
Honda and the Receiver are therefore at an end.
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4.0 Remaining Receivership Assets

1. On or about January 27, 2011, the Receiver transferred approximately $10
million to the Trustee in Bankruptcy of SKD, leaving approximately $500,000 in
the receivership estate account at that date.

2. There are no remaining assets of the Company to be realized upon; the only
remaining asset in the receivership accounts is cash. As at May 1, 2014, there
was approximately $166,000 in the Receiver’s bank accounts and all escrows or
other accounts set up in the CCAA or Receivership proceedings have been
resolved and liquidated.

3. The Receiver intends to use the remaining cash to pay any remaining post-filing
costs, following which it will transfer the remaining funds, if any, to the Trustee for
distribution to the Company’s unsecured creditors in the bankruptcy proceedings.

5.0 Discharge of the Receiver

1. The Receiver believes it is appropriate for it to be discharged subject to filing the
Discharge Certificate as all of its duties and responsibilities under the
Receivership Order have been completed.

6.0 Termination of the CCAA Proceedings

1. Paragraphs 22 and 23 of the Receivership Order amended and/or deleted certain
provisions of the Initial Order which became irrelevant upon the making of the
Receivership Order; however, the Administration Charge and the Directors’
Charge established under the Initial Order continued.

2. Pursuant to the Court order dated May 30, 2011, the Directors’ Charge was
terminated, discharged and released.

3. The Monitor is not aware of any outstanding issues in the CCAA proceedings.
The proposed order contemplates the termination of the CCAA proceedings,
including the discharge and release of the Monitor and the discharge of the
Administration Charge.

4. The Company has not carried on active business operations since the
commencement of the receivership proceedings. The CCAA process has been
inactive since the date the receivership commenced. The Monitor and its
counsel, have not docketed any time or incurred any expenses since July 30,
2009.

5. Based on the foregoing, the Monitor believes it is appropriate for the CCAA
proceedings to be terminated, and the Monitor and the Administration Charge to
be discharged.
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7.0 Professional Fees

1. The fees and disbursements of the Receiver and Goodmans from the
commencement of the receivership proceedings through March 31, 2010 were
approved pursuant to a Court order made on April 29, 2010.

2. The fees and disbursements (excluding HST) of the Receiver and Goodmans for
the period April 1, 2010 to April 30, 2014 total approximately $614,000 and
$533,000, respectively. Detailed invoices in respect of the fees and
disbursements of the Receiver and Goodmans for this period are provided in
appendices to the fee affidavits filed by representatives of D&P and Goodmans in
the accompanying motion materials.

3. The average hourly rate for the Receiver and Goodmans for the referenced
billing period was $428.63 and $643.20, respectively.

4. The Receiver is of the view that the hourly rates charged by Goodmans are
consistent with the rates charged by major law firms practicing in the area of
insolvency in the Toronto market, and that the fees charged are reasonable and
appropriate in the circumstances.

5. The Receiver and Goodmans have incurred and will incur further fees in
connection with the completion of the receivership. The Fee Reserve should be
sufficient to fund these costs. Any surplus remaining in the Fee Reserve will be
transferred by the Receiver to the bankruptcy estate on completion of the
receivership.

8.0 Approval of Receiver’s Reports and Activities Described in Prior
Reports

1. The Receiver has previously obtained approval from this Honourable Court for its
activities described in the Receiver’s Second Report dated April 21, 2010 and in
its Fourth Report dated May 20, 2011.

2. The Receiver is seeking approval of its activities as set out in its First Report
dated October 23, 2009 (“First Report”) and in the Third Report dated August 13,
2010 (“Third Report”). Since these reports have been filed, no issues pertaining
to the Receiver’s activities and conduct have been brought to the Receiver’s
attention. The First Report and Third Report, without appendices, are attached
as Appendices “E” and “F”, respectively. The Receiver is seeking approval of its
activities and its conduct as set out in the First Report and Third Report.

3. The Receiver is also seeking approval of its Fifth Report and the Supplemental
Report, which were filed in connection with a motion concerning the Chrysler
Dispute that was not heard because the matter was settled.
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9.0 Overview of the Receiver’s Activities

1. A summary is provided below of the Receiver’s activities since the Receiver’s fourth
report to Court dated May 20, 2011:

 Carrying out the Receiver’s duties and responsibilities in accordance with
the Receivership Order;

 Filing the Receiver’s interim reports pursuant to section 246(2) of the
Bankruptcy and Insolvency Act (“Interim Reports”);

 Preparing statements of receipts and disbursements to be filed with the
Interim Reports;

 Reviewing the draft motion materials in respect of the Receiver’s motion
returnable May 30, 2011 (“May 30th Motion”);

 Attending the May 30th Motion via conference call on May 30, 2011;

 Corresponding with Koskie Minsky, counsel to certain of the Company’s
former employees, regarding the disallowance of their clients’ claims in
the D&O Claims Process;

 Reviewing and executing an “acknowledgement and redirection” in the
Receiver’s capacity as “US Disbursing Agent”, in respect of the release of
a holdback held by the Receiver in its capacity as US Disbursing Agent;

 Drafting a letter dated August 29, 2011 to National Materials L.P.
(“NMLP”), in respect of the holdback and issuing a cheque to NMLP
regarding same;

 Corresponding with RBC Dexia Investor Services and Buck Consultants,
LLC regarding outstanding issues related to the Company’s defined profit
sharing plan;

 Corresponding extensively with Goodmans regarding the Chrysler
Dispute, including attending numerous meetings and phone calls;

 Preparing for and attending a meeting on October 31, 2011 with
Goodmans regarding the Chrysler Dispute and an approach to resolve
the outstanding issues;

 Corresponding with certain of the Company’s former employees
regarding the Chrysler Dispute;

 Corresponding with BBK, Chrysler’s financial consultant, regarding the
Chrysler Dispute;
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 Preparing a letter to Chrysler regarding the Receiver’s proposed
settlement of the Chrysler Dispute (the “Chrysler Letter”) which included a
detailed summary of the Chrysler Trust Account and support for the
proposed settlement;

 Discussing and revising the Chrysler Letter based on Goodmans’
comments;

 Corresponding with Borden Ladner Gervais LLP (“BLG”) regarding
Chrysler’s response to the Chrysler Letter, including attending a call on
December 18, 2012;

 Drafting the Fifth Report dated July 5, 2013;

 Discussing the Fifth Report extensively with Goodmans and internally;

 Revising the Fifth Report based on Goodmans’ comments;

 Preparing, reviewing and finalizing the appendices to the Fifth Report,
including analyses and schedules in support of the Receiver’s position in
respect of the Chrysler Dispute;

 Preparing for and attending in Court on July 12, 2013 in respect of the
Chrysler Dispute;

 Reviewing materials filed by BLG, in response to the Fifth Report
(“Chrysler Materials”);

 Attending calls on July 23, 24, 25, 26 and 30, 2013, August 14 and 26,
2013 and September 9, 13, 15, 16, 2013 with Goodmans regarding the
Chrysler Materials, the proposed next steps in dealing with the Chrysler
Materials and the Receiver’s response to same;

 Corresponding extensively with Goodmans and BLG regarding the
Chrysler Materials and the Receiver’s proposed response to same;

 Corresponding with Goodmans regarding Goodmans’ attendance in Court
on August 8, 2013 in respect of the Chrysler Dispute and the September
16, 2013 deadline for the Receiver to serve motion materials to BLG
regarding same;

 Corresponding extensively with Conway MacKenzie Inc. (“Conway”), the
Company’s financial advisor during the CCAA proceedings, regarding the
response to the Chrysler Materials;

 Attending calls on August 8 and 26, 2013 with Goodmans and Conway
regarding Conway’s findings in respect of the Chrysler Dispute and the
Chrysler Materials;



Duff & Phelps Canada Restructuring Inc. Page 10 of 12

 Corresponding with Conway and Goodmans regarding the compilation of
evidence by Conway and the Receiver to support the Receiver’s position
in respect of the Chrysler Dispute;

 Attending a call on September 9, 2013 with Goodmans regarding the
Honda Dispute and the Receiver’s proposed response to same;

 Corresponding with Goodmans and Conway regarding the affidavit of
Timothy Zeeb, a Director at Conway, sworn September 16, 2013 (“Zeeb
Affidavit”), including attending a call on September 12, 2013;

 Reviewing and commenting on drafts of the Zeeb Affidavit;

 Corresponding with Goodmans regarding the Zeeb Affidavit;

 Corresponding with Goodmans and BLG regarding support for the
professional fees claimed by Chrysler and reviewing the applicable
invoices and account summaries;

 Corresponding extensively with Goodmans and internally regarding the
materials to be included in the Receiver’s Supplemental Report;

 Drafting and finalizing the Supplemental Report dated September 16,
2013;

 Preparing, reviewing and finalizing the appendices to the Supplemental
Report;

 Corresponding with Goodmans regarding Chrysler’s response to the
Supplemental Report, including attending calls on October 4 and 24,
2013;

 Reviewing a settlement offer received from Chrysler on November 4,
2013 and discussing same internally and with Goodmans;

 Corresponding with Goodmans regarding the Receiver’s counter proposal
to Chrysler’s November 4th settlement offer;

 Reviewing questions sent by Chrysler on November 8, 2013 for response
by the Receiver (“Chrysler Questions”) and corresponding extensively
with Goodmans regarding the Receiver’s proposed responses to same;

 Attending a meeting with Goodmans on November 19, 2013 to review the
Receiver’s draft responses to the Chrysler Questions;

 Reviewing and commenting on various drafts of the Receiver’s responses
to the Chrysler Questions;
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 Attending a call on November 25, 2013 with Goodmans regarding the
Chrysler Questions;

 Corresponding extensively with Goodmans and BLG regarding settlement
offers and counter offers between the Receiver and Chrysler, including
attending a call on November 26, 2013;

 Corresponding with Goodmans regarding draft minutes of settlement
between the Receiver and Chrysler (“Minutes of Settlement”) including
attending calls on December 3 and 9, 2013;

 Reviewing and commenting on the Minutes of Settlement and executing
same;

 Corresponding with Goodmans regarding Chrysler’s execution of the
Minutes of Settlement;

 Corresponding internally and with Goodmans regarding the Honda
Dispute, including reviewing emails in respect of the professional fee
setoffs taken by Honda and attending a call on February 27, 2014
regarding same;

 Corresponding with Goodmans regarding materials to be provided to
Blake Cassels & Graydon, LLP, Honda’s legal counsel, in support of the
Receiver’s position on the Honda Dispute;

 Reviewing the agreed upon settlement terms between the Receiver and
Honda in connection with the Honda Dispute;

 Distributing US$612,500 to Chrysler from the funds held in the Chrysler
Trust Account;

 Corresponding with Canada Revenue Agency regarding the Company’s
Harmonized Sales Tax (“HST”) accounts;

 Filing the Company’s HST returns;

 Responding to stakeholder inquiries, including trade suppliers and
employees;

 Maintaining the receivership estate bank account;

 Attending a call on February 27, 2014 with Goodmans regarding the
matters to be included in this Report;

 Drafting this Report; and

 Dealing with all other matters in the receivership proceedings not
specifically addressed above.
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RSM Richter

First Report of RSM
as Court Appointed
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RSM Richter Inc.
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RSM Richter is an independent member rm of RSM lnternaonal,
an affiliation of independent accounting and consulting firms.
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Court File No.: o9-CL-796o

ONTARIO
SUPERIOR COURT OF JUSTICE

- COMMERCIAL LIST -

IN THE MATI'ER OF THE COMPANIES' CREDITORS ARRANGEMENTACT,
R.S.C. 1985, C.C-36, AS AMENDED

AND IN THE MATFER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
NMC CANADA, INC. AND 2515080 NOVA SCOTIA COMPANY

FIRST REPORT OF RSM RICHTER INC.
AS COURT APPOINTED RECEiVER OF

NMC CANADA, INC., 2515080 NOVA SCOTIA COMPANY
AND SKD COMPANY

October 23, 2009

1. INTRODUCTION

Pursuant to an order (the "Initial Order") of the Ontario Superior Court of Justice (the

"Court") made on January 21, 2009, NMC Canada, Inc. ("NMC"), 2515080 Nova Scotia

Company ("2515") and SKD Company ("SKD") (collectively, the "Company") commenced

proceedings under the Companies' Creditors Arrangement Act ("CCAA") and RSM Richter

Inc. ("Richter") was appointed as the Monitor. On June ii, 2009, the Court issued an order

amending the Initial Order, placing the Company in receivership and appointing Richter as

Receiver of the Company's property, assets and undertaking ("Receivership Order"). Copies

of the Initial Order and the Receivership Order are provided in Appendices "A" and "B",

respectively.
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1.1 Purposes of this Report

The purposes of this report ("Report") are to:

a) Provide background information about the Company, the CCAA proceedings
and the receivership proceedings;

b) Propose a process to identify claims against the Company's Directors and
Officers falling under paragraphs 7(a), 9(a), 9(b) and 9(c) (the "Director
Protection Paragraphs") of the Initial Order (the "Claims Procedure");

c) Summarize the Receiver's estimate of the projected recoveries in these
proceedings;

d) Summarize the rationale for bankrupting the Company while continuing the
receivership proceedings; and

e) Recommend that this Honourable Court make an order:

• Approving the Claims Procedure and authorizing the Receiver to carry out
the Claims Procedure;

Directing the Receiver to make distributions i) in the amount of $6
million to repay a portion of the "participations" funded by the Company's
customers1 on a subordinated secured basis under the Comerica Bank
("Comerica") facilities (the "Customer Participations") and ii) to repay the
Canadian dollar equivalent of US$53,000 to SKD US (defined in Section 2
below) for amounts that it funded to Comerica on the Company's behalf;

• Permitting the Receiver to make further distributions to Comerica up to
the full amount owing by the Company in respect of the Customer
Participations;

Authorizing the Receiver to assign each of the Company's partners into
bankruptcy with Richter acting as the trustee in bankruptcy in each case;
and

• Approving the Receiver's actions and activities as described in this
Report.

References to "Customers" include Ford Motor Company ("Ford"), Chrysler Canada Inc. and Chrysler
LLC (jointly, "Chrysler") and Honda of America Mfg. Inc., Honda Manufacturing of Indiana, LLC and
Honda Manufacturing of Alabama, LLC (collectively, "Honda").
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1.2 Currency

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

dollars have been converted to Canadian dollars at a rate of US$1.00 to C$1.o4.

1.3 Terms of Reference

In preparing this Report, the Receiver has relied upon the Company's books and records,

including information assembled by and analyses performed by Company employees. The

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

examination of the Company's financial forecasts as outlined in the Canadian Institute of

Chartered Accountants Handbook has not been performed. Future oriented financial

information relied upon in this Report is based on the Receiver's assumptions regarding

future events; actual results achieved may vary from this information and these variations

may be material. The Receiver expresses no opinion or other form of assurance with respect

to the accuracy of any financial information presented in this Report, or relied upon by the

Receiver in preparing this Report.

Unless otherwise noted in this Report, all capitalized terms not otherwise defined herein

have the meaning ascribed to them in the Initial Order and/or the Receivership Order.

2. BACKGROUND

NMC and 2515 are the general partners of SKD. The only assets and liabilities of NMC and

2515 relate to SKD. NMC and 2515 own i% and 99% of SKD, respectively. In addition to

SKD's Canadian manufacturing operations, automotive parts manufacturing was carried on

by SKD L.P. ("SKD US") in the US and SKD de Mexico, S. de R.L. de C.V. in Mexico

(collectively, SKD and its related entities are referred to as the "SKD Group").
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The SKD Group was primarily a tier-one supplier of stampings and welded assemblies to the

North American automotive industry.

Additional information concerning the Company and these proceedings is provided in

Richter's report dated January 21, 2009 (filed as proposed monitor) and Richter's prior

reports filed in the CCAA proceedings in its capacity as Monitor. Copies of these reports can

be found on Richter's website at www.rsmrichter.com.

3. DIRECTOR'S AND OFFICER'S CLAIMS PROCEDURE

The Initial Order created a $3 million charge in favour of the Company's Directors and

Officers (the "Directors' Charge") for claims arising under the Director Protection

Paragraphs. The obligations under these paragraphs include, inter alia, amounts owing to

employees for wages, vacation pay, commissions, retention amounts and pension

contributions and priority obligations owing to federal and provincial governments,

including sales taxes and employee withholdings. The Receivership Order preserved the

priority and status of the Directors' Charge. Pursuant to the terms of the Receivership

Order, the Directors' Charge ranks in priority to the Receiver's Charge in the Receivership

Order2. Since the Company's operations have ceased and most of the operating assets have

been sold, the Receiver believes that it is appropriate to take steps to conclude all matters

related to the Directors' Charge and to proceed with distributions to creditors of the

Company in accordance with legal priorities. This necessitates a D&O Claims Procedure.

2 The Receivership Order also preserved the priority of the Administration Charge established by the
Initial Order.
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The following is an overview of the Claims Procedure3:

• The Claims Procedure is intended to solicit and resolve claims, if any, covered
by the Director Protection Paragraphs;

• The Receiver is to send by ordinary mail a copy of the Proof of Claim
Document Package (which includes a copy of the Instruction Letter and Proof
of Claim) to each Person set out in the Claims Procedure Order. This includes
all of the employees of the Company whose employment continued after
January 21, 2009, and both the Ontario and Federal governments;

• The Receiver is to post a copy of the Proof of Claim Document Package on its
website from the date of the Claims Procedure Order until ten Business Days
after the Claims Bar Date;

• The Receiver is to place notices in The Globe and Mail (National Edition) and
the Automotive News wit hin five () business days of the making of the
Claims Procedure Order. The notice, the form of which is attached to the draft
Claims Procedure Order, is to advise of the Claims Procedure, call for Claims
and advise of the proposed Claims Bar Date, being 45 days after the date of
the Claims Procedure Order being issued;

• Any and all Claims not filed by 5:oo pm (Toronto time) on the Claims Bar
Date are to be extinguished and forever barred against the Directors and
Officers;

• If the Claimant, Director or Officer disputes the acceptance, revision, or
disallowance of any D&O Claim by the Receiver, in whole or in part, the
Claimant, Director or Officer must file a Notice of Dispute with the Receiver
within 10 business days of issuance of the Receiver's Notice of Revision or
Disallowance or Notice of Acceptance;

• In the event that the dispute cannot be consensually resolved between a
Claimant, Director or Officer and the Receiver, the Receiver shall recommend
to the Court the process to be followed to quantify and/or to resolve any
disputes that exist; and

• If a Claimant, Director or Officer fails to appeal the Notice of Revision or
Disallowance or Notice of Acceptance by filing a Notice of Dispute within the
prescribed time, the Claim is to be deemed to be as set out in the a) Notice of
Acceptance or b) Notice of Revision or Disallowance, as the case may be.

Unless otherwise defined in this Report, defined terms in this section have the meaning provided to
them in the draft Claims Procedure Order appended to the motion record.
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The proposed forms to be used in the Claims Procedure (including the Instruction Letter, the

Proof of Claim form, the Notice of Revision or Disallowance and the Notice of Dispute) are

appended as Schedules to the draft Claims Procedure Order.

After the conclusion of the Claims Process, the Receiver will report to the Court as to its

results and will make a recommendation as to the payment of any claims accepted or

otherwise determined to be an appropriate claim under the Directors' Charge and will

recommend the discharge of the Directors' Charge after any such payments are made.

4. COMERICA

Comerica is the SKD Group's primary secured creditor. Prior to and during the CCAA

proceedings, Comerica provided the SKD Group with, inter alia, a revolving loan facility

which was used by the SKD Group (including SKD US and the Company) to fund its business

and operations. Comerica and the Customers, through Customer Participations4, funded the

Company's business and operations during the CCAA proceedings. Customer Participations

were amounts advanced by the Customers to purchase participations in the Comerica

facility, which amounts Comerica then lent to the Company. Pursuant to a subordinated

participation agreement, as amended, dated January 21, 2009, a copy of which is provided

in Appendix "C", although secured under the Comerica facility, the Customer Participations

ranked subordinate to Comerica's own advances to the Company.

In its report as proposed Monitor dated January 21, 2009, Richter reported on, and

appended thereto, the security opinion it had received from Goodmans LLP ("Goodmans")

Customers also funded certain amounts to the Company on an unsecured basis, which were
funded into escrow accounts that the Company used to make payments to employees. These amounts
total $10,050,156 and are referenced in Section 5 below. This unsecured funding is separate and apart
from the Customer Participations.
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finding the security of Comerica to be valid and enforceable. Accordingly, in the normal

course of the Company's operations during the CCAA proceedings, the Company's net cash

receipts generated from the collection of its accounts receivable and the sale of its assets

were applied to reduce and repay all of the Company's obligations owing directly to

Comerica - the Company remains indebted to Comerica for Customer Participations

totalling approximately US$ 11.316 million.

4.1 Comerica Debt Allocation

Due to the manner in which Comerica funded the business and operations of the SKD

Group, it was necessary to determine the amount of the Comerica debt allocable to each of

SKD US and the Company. Richter's ninth report, dated May 28, 2009, issued in the CCAA

proceedings, advised of an analysis dated May 27, 2009 prepared by Richter and the

Company's financial advisors in respect of the allocation of Comerica's debt (including

Customer Participations) between SKD US and the Company. Based on further information

that became available to Richter after it was appointed as Receiver, Richter amended the

debt allocation analysis, as summarized in a memorandum it prepared dated August 25,

2009. The August 25t1 memorandum was provided to Company representatives and

Customer representatives. No party has advised the Receiver of any objections to the

allocation.

Based on the revised debt allocation analysis, the Receiver is of the view that the Company

owes SKD US approximately US$53,000, representing the net amount paid to Comerica by

SKD US on behalf of the Company for which SKD US stands in the shoes of Comerica. The

debt allocation analysis also reflects that the Company owes Comerica approximately

US$11.316 million in respect of Customer Participations.



Page 8

5. ESTIMATED RECOVERY ANALYSIS

The Receiver has prepared an analysis of the potential recoveries on the Company's

remaining assets. The analysis reflects that there could be a significant surplus available to

be shared among the unsecured creditors of the Company, which includes amounts funded

by the Customers ($10,050,156) to the Company on an unsecured basis during the CCAA

proceedings to fund various payments that were made to the Company's employees under

union settlement agreements approved by this Court on April 3, 2009. The ability to achieve

the results detailed in the recovery analysis is largely contingent on receipt of certain tax

refunds and the sale of the Company's two owned parcels of real property.

6. FUNDS HELD BY RICHTER

Richter, in its capacities as Receiver and as Escrow Agent (as defined in the Monitor's tenth

report to Court, dated June 8, 2009), presently maintains the following accounts:

Account Type Held By Amount ($ooos)'
General Account Receiver 12,855
Trust Account (Directors' Obligations) Receiver 1,285
Trust Account (Chrysler) Receiver 86i
Union Escrow Account Escrow Agent 261
Retention Escrow Account Escrow Agent 126

A summary of these accounts is as follows:

The monies in the General Account include proceeds transferred from the
Monitor's accounts, which included, inter alia, proceeds from the sale
transactions previ ously approved by this Honourable Court and from the
collection of accounts receivable. The funds in this account also include the
net minimum guarantee paid by Maynards Industries Ltd. ("Maynards") in
respect of the sale of the Company's fixed assets. The funds held in this
account are net of operating costs paid during the receivership period.

balances are as at October 16, 2009.
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The monies in the Trust Account (Directors' Obligations) were funded by the
Customers to the Company at the commencement of the CCAA proceedings to
be held in trust to satisfy potential post-CCAA directors' obligations in respect
of employee obligations (including wages and vacation pay). The Receiver is
not aware of any unpaid post-filing employee obligations.

The monies in the Trust Account (Chrysler) were paid to Richter by Chrysler
pending resolution of items in dispute between Chrysler and the Company.
These items remain unresolved.

The monies in the Union Escrow Account were funded by the Customers to
the Company on an unsecured basis to be paid to the Company's former
unionized employees in respect of severance and termination pay. Payments
made to employees totalled approximately $9.8 million. There are no known
amounts owing to the employees; however, on or about July 30, 2009,
counsel to the United Steelworkers Union ("USW") contacted Goodmans
regarding three Company employees who were terminated prior to the
commencement of the CCAA proceedings and were not included as part of the
union settlement agreement. The USW believes that these individuals should
have been a party to the agreement. The Receiver's counsel is following up
with the USW regarding this matter.

The monies in the Retention Escrow Account were funded by way of
Customer Participations in March, 2009 to be distributed to the "Non-Go-
Forward Employees"6. Payments totalling approximately $1.1 million were
made to the Non-Go-Forward Employees. The funds remaining in this
account relate to over-funding by the Customers, as they provided funding for
four employees who had previously been terminated.

6
Certain of the Company's salaried employees who were not offered employment by any purchaser of

the Company's businesses.
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7. DISTRIBUTIONS

As at October 31, 2009, the Receiver anticipates having the following proceeds available for

distribution to creditors and/or funding ongoing operating expenses:

General Account - as at October 16, 2009
Less: Estimated October operating expenses
Estimated General Account as at October 31, 2009
Trust Account (Directors' Obligations)
Projected Cash Available for Distribution, October 31, 2009

Amount ($000s)
12,855

(40)

12,815

1,285

___________
14,100

The Receiver is seeking approval of this Honourable Court to make distributions totalling: a)

approximately $6 million to Comerica in reduction of amounts owing under the Customer

Participations; and b) the Canadian dollar equivalent of US$53,000 to SKD US to satisfy it

in full on account of any and all amounts that it paid or repaid on behalf of the Company.

The Receiver will continue to hold approximately $8 million to secure potential claims under

the Directors' Charge and to fund the ongoing fees and expenses of the Receiver to complete

the Claims Process, sell the remaining assets7 and administer a bankruptcy, as detailed

below.

Directors' Charge
Liabilities that may rank ahead of the Customers8
Estimated occupancy costs (12 months)
Contingency
Holdback amount
Rounded

Amount ($ooos)
3,000

2,000

1,900

1,000

7,900

8,ooo

In order to sell the real estate, the Receiver has incurred and will incur costs related to surveys,
environmental studies and roof repairs. Additional reports may need to be commissioned and
additional costs may need to be incurred.

Includes employee wages, professional fees and a contingency for miscellaneous costs.
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The Receiver is also requesting that it be authorized, without further order of the Court, to

make further distributions to Comerica, from funds which are or become available, until the

Customer Participations are fully repaid; provided that, among other reserve amounts,

sufficient reserves be held to fund the payment of the Directors' Charge pending completion

of the Claims Process and further order of the Court.

The recommended distributions do not involve any of the monies held in the Union Escrow

Account, Retention Escrow Account or the Chrysler Trust Account.

8. POTENTIAL PRIOR RANKING CLAIMS

The Receiver is not aware of any claim that ranks or may rank in priority to Comerica for

which there Will not be sufficient funds remaining in the bank accounts maintained by the

Receiver. In this regard, the Initial Order created the following charges which rank in

priority to Comerica:

• The Administration Charge (up to $i,ooo,ooo). The Administration Charge
provides a charge in favour of certain professionals involved in the CCAA
proceedings. All such amounts have been paid or are otherwise sufficiently
covered by retainers paid to certain professionals in advance of the CCAA
proceedings.

• The Directors' Charge (un to $,ooo,ooo). The Receiver's understanding of
the status of amounts which may be covered by the Director Protection
Paragraphs is as follows:

> There is no GST owing. The Company is typically in a GST refundable
position;

> The Company does not collect provincial sales tax; and

> The Company funded all wages and payroll taxes in the normal course,
both prior to and during the CCAA proceedings.
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If any amounts are identified by the Claims Procedure that are a valid claim against the

Directors' Charge, the Claim can be satisfied from the amounts being withheld.

Other than the claims that are subject to the Administration Charge, the Directors' Charge

and an asserted repairs and storage lien claim in the amount of $25,773 (the "RSLA Claim"),

the Receiver is not aware of any other claims that may rank in priority to Comerica. The

Receiver is working to resolve the RSLA Claim; sufficient funds remain to have it satisfied.

9. MAYNARDS AUCTIONS

Pursuant to the asset purchase and liquidation services agreement ("APLSA") previously

approved by this Honourable Court, the full amount of the net minimum guarantee ($3.1

million) has been paid to the Receiver.

The auctions for the sale of the Milton and Brampton assets were held on October 14 and 15,

2009, respectively. The net proceeds from the auction sales, including pre-auction sales,

(excluding the buyer's premium charged by Maynards) were approximately million.

Pursuant to the terms of the APLSA, sale proceeds in excess of $3.35 million were to be

shared 85%/15% between the Receiver and Maynards, in favour of the Receiver. Since the

total sale proceeds were less than this $3.35 million, no further proceeds are to be paid to the

Receiver. In addition to the assets sold by Maynards that were included as part of the net

minimum guarantee, there were additional assets sold by Maynards on a commission basis.

Total proceeds from commission sales (net of the io% commission paid to Maynards) were

approximately $ioo,ooo.
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10. PACCAR LEASING

Paccar Leasing ("Paccar") has claimed ownership to and security in respect of a truck and

trailer that were located at SKD's Milton facility. While Paccar effected registrations, the

Receiver believes its interests to be subordinated to Comerica's security. Paccar disputes

that position. By letter dated August 27, 2009, counsel for Paccar wrote to Goodmans and

proposed to pay what they believe to be the fair market value of the truck and trailer in

question, the sum of which Paccar proposed be held in trust pending a resolution of the

dispute. Paccar proposed amounts for each of the truck and the trailer. By letter dated

September 3, 2009, the Receiver advised that it was prepared to proceed on this basis but

proposed that $45,000 be paid into trust, representing the Receiver's estimate of the fair

market value of the truck and trailer. The Receiver did not receive a response to its letter.

Accordingly, on October 2, 2009, Goodmans advised counsel for Paccar that the Receiver

intended to have Maynards sell the truck and trailer in the auction to be held on October 14,

2009. By letter dated October 13, 2009 Paccar's counsel advised Goodmans that Paccar

wished to participate in the auction and requested details related to the auction.

The Paccar assets were sold by Maynards in the October 14th auction for $45,500.

11. BANKRUPTCY

The Receiver believes that the Company should be placed into bankruptcy in order to utilize

the provisions of the Bankruptcy and Insolvency Act ("BIA") to determine the unsecured

claims against the Company and to distribute monies, if any, which may be available for

distribution to unsecured creditors. Bankruptcy provides an efficient mechanism for

resolving the claims of, and making distributions to, unsecured creditors. Given Richter's

knowledge of the CCAA and receivership proceedings, it is of the view that it is appropriate
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for Richter to be named as the Trustee in Bankruptcy. Paragraph 3(q) of the Receivership

Order authorizes the Receiver to make an assignment in bankruptcy on behalf of the

Company.

12. OVERVIEW OF THE RECEIVER'S ACTIVITIES

In addition to the activities detailed above and related to the above, since the date of the

Receivership Order, the Receiver's activities have included:

• Attending at the Company's premises on a periodic basis in order to carry out
its activities in accordance with the Receivership Order;

• Finalizing and delivering the Notice and Statement of the Receiver pursuant
to subsections 245(1) and 246(1) of the BIA;

Finalizing "term and task" letters for certain employees of the Company;

Disbursing funds from the post-receivership bank accounts in satisfaction of
obligations incurred by the Company during the CCAA period and by the
Receiver during the receivership period;

• Corresponding with Maynards regarding pre-auction asset sales and the
collection of funds related thereto;

• Attending at the auctions;

• Executing Receiver Certificates in respect of asset sales by Maynards;

• Dealing with employee claims under the Wage Earner Protection Program
Act;

• Corresponding with the Financial Services Commission of Ontario ("FSCO")
regarding the Company's pension plans;

• Corresponding with PricewaterhouseCoopers LLP regarding its appointment
by FSCO as the administrator of the Company's pension plans;

• Responding to creditor and former employee inquiries regarding these
proceedings;



Page 15

• Corresponding with the Receiver's counsel to deal with various matters in
respect of this mandate;

• Advancing the sale of the Company's real estate;

• Disbursing, as Escrow Agent, funds from the Union Escrow Account and the
Retention Escrow Account;

• Placing on its website copies of materials filed in these proceedings;

• Drafting this Report; and

Other matters pertaining to the administration of this mandate.

13. RECOMMENDATION

Based on the foregoing, the Receiver respectfully recommends that this Honourable Court

make an order granting the relief detailed in Section i.i(e) of this Report.

* * *

All which is ectfully submitted,

RSM RICHTER INC.
IN ITS CAPACITYAS COURT APPOINTED
RECEWER OF NMC CANADA, INC.,
2515080 NOVA SCOTIA COMPANYAND SKD COMPANY
AND NOT IN ITS PERSONAL CAPACITY
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Court File No.: o9-CL-796o

ONTARIO
SUPERIOR COURT OF JUSTICE

. COMMERCIAL LIST.

IN THE MATTER OF THE COMPANIES' C¡iEDITORS ARRANGEjd4ENT ACT,
R.S.C. 1985, C.C-36, AS AMENDED

AND IN THE MATTER OF A PI-AN OF COMPROMISE ORARRANGEMENT OF
NMC CAI\IADA, INC. AI{D z5r5o8o NOVASCOTIA COMPAIYY

THIRD REPORT OF RSM RICHTERINC.
AS COURT.APPOINTED RECETVER OF

I\IMC CA¡{ADA, INC., z5r5o8o NOVA SCOTIA COMPANY
AND SKD COMPAI\¡"Y

August 18, 2o1o

1. INTRODUCTION

pursuant to an order (the "Initial Order") of the Ontario Superior Court of Justice (the

"Court") made on January 2L, 2oog, NMC Canada, Inc. ("NMC"), z5t5O8o Nova Scotia

Company ("z5tb') and SKD Company ("SKD") (collectiveþ, the "Company") commenced

proceedings under the Companíes' Creditors Arrangement Act ("CCAr1"¡ and RSM Richter

Inc. ("Richter") was appointed Monitor. On June LL, 2oog, the Court issued an order

amending the Initial Order, placing the Company in receivership and appointing Richter as

Receiver of the Company's property, assets and undertaking ("Receivership Order"). Copies

of the Initial Order and the Receivership Order are provided in Appendices ".{' and "8",

respectiveþ.
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1.1 Purposes of this Report

The purposes of this report ("Report") are to:

b)

Advise the Court of an offer submitted by Mayflower Properties Inc. (the

"Purchaser") to purchase the Company's property al975 Wheelabrator Way,
Milton (the "Milton Property"), including the terms of the offer and the events

leading to an agreement of purchase and sale between the Purchaser and the
Receivér (the TransactionJ; the Transaction is subject to Court approval;
and

Recommendthat this Honourable Court make an order:

. Approving the Transaction and authorizing the Receiver to execute such

doõuments and take such additional steps as are necessary to complete
the Transaction;

o Vesting in the Purchaser, as of closing, title to the Milton Property, free

and cleãr of all liens, charges, securþ interests and other encumbrances;

. Authorizing the Receiver to dispose of the books and records included in
Appendix "D"; and

. Approving the Receiver's actions and activities as described in this
Report.

1.2 Terms of Reference

In preparing this Report, the Receiver has relied upon the Company's books and records,

including information assembled by and analyses performed by Company employees. The

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

examination of the Company's financial forecasts as outlined in the Canadian Instítute of

Chartered Accountants Handbook has not been performed. Future oriented financial

information relied upon in this Report is based on the Receiver's assumptions regarding

future events; actual results achieved may vary from this information and these variations

may be material. The Receiver expresses no opinion or other form of assurance with respect

to the accuracy of any financial information presented in this Repor! or relied upon by the

Receiver in preparing this Report.

a)
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Unless otherwise noted in this Report, all capitalized terms not defined herein have the

meaning ascribed to them in the Initial Order and/or the Receivership Order.

2. BACKGROUND

NMC and z5r5 are the general partners of SKD. The only assets and liabilities of NMC and

z5r5 relate to SKD. NMC and z5r5 ov¡n t%o and gg"/o of SKD, respectively. In addition to

SKD's Canadian manufacturing operations, automotive parts manufacturing was carried on

by SKD L.P. in the US and SKD de Mexico, S. de R.L. de C.V. ("SKD Mexico") in Mexico

(SKD L.P. and SKD Mexico are jointly referred to as "SKD US") (collectiveþ, SKD and its

related entities are referred to as the "SKD Group").

The SKD Group was primarily a tier-one supplier of stampings and welded assemblies to the

North American automotive industry.

Additional information concerning the Company and these proceedings is provided in

Richter's report d.ated January 2L, 2oog (filed as proposed monitor), Richter's reports filed

in the CCAA proceedings in its capacity as Monitor and in Richter's report filed in the

receivership proceedings as Receiver. Copies of these reports can be found on Richter's

website at www.rsmrichter.com.

3. REAL ESTATE

At the end of June, 2oo9 the Receiver engaged Colliers MaCaulay Nicolls (Ontario) Inc.

("Colliers") to market for sale the Milton Property and the Company's real estate at 40

Holtby Avenue, Brampton, Ontario (the "Brampton Property"). At the expiration of the

listing agreement with Colliers at the end of January, 2o1o, the Receiver terminated Colliers

and engaged CB Richard Ellis Limited ("CBRE") to continue to market the Brampton and

Milton Properties.
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A transaction for the sale of the Brampton Property was approved by the Court on April 29,

zoro and closed on April go, 2o1o.

3.1 Milton Property

Based on the advice of Colliers and other information available at the time of the Colliers

listing agreement, the Milton Property was originally listed for sale at $7.448 million. In

consultation with CBRE, in February, 2o1o the listing price was reduced to $6.S million and

CBRE commenced marketing the Milton Property.

The Purchaser originally submitted a letter of intent of $z million for the Milton Property on

April T, 2o1o. The Receiver did not counter this offer. On April zo, 2oLo, the Purchaser re-

submitted a letter of intent of fiz.Z million and on May 6, 2o1o, the Purchaser submitted an

offer in the Receiver's form of offer in the amount of $S.S million. On May Lg, 2oLo,

following several rounds of "sign backs", the Receiver accepted the Purchaser's offer in the

amount of $g.ZS million. The offer was conditional upon the Purchaser's review of a

supplementary environmental report that was in the process of being prepared. The

conditional period, as amended, expired on July 15, 2o1o at which time the Purchaser

approached the Receiver requesting that the purchase price be amended to $g.oS million, a

reduction of $7oo,ooo, citing the costs related to environmental clean-up and roof repairs as

the primary reason for the request. The Receiver did not respond to this request. The

Purchaser subsequentþ requested an amended purchase price of $g.g mi[ion, a reduction of

$45o,ooo from the original purchase price. The Receiver responded at the original purchase

price of $S.ZS million. On July 2c., 2olo, the Purchaser responded with an amended

purchase price of $g.+S million. After various discussions with CBRE and the Purchaser, the

Receiver accepted the amended purchase price.of $9.45 million on July 22, 2oLo' but all

with reference to the agreement of purchase and sale dated May 19, 2o1o.
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The Transaction is subject to Court approval, contemplates a closing date of August 25, 2o1o

and is consistent with standard insolvency transactions, i.e. limited representations and

warranties. On May 2L,2ouo, the Purchaser paid a deposit of $roo,ooo to CBRE, which is

currentlybeing held in trustby it pending closing.

Throughout the negotiation process, the Receiver kept the Customersr apprised of its

dealings with respect to the sale of the Milton Property; however, due to the quick pace and

the tight deadlines of the final negotiations, the Receiver was only able to provide the

Customers with less than one day notice in advance of accepting the amended purchase

price. The Receiver wrote to counsel for the Customers to advise of the developments and to

recommend the Transaction. The Receiver advised counsel that if they did not have the

opportunity to obtain instructions from their clients, they would be provided ample notice to

raise any objection at the return of this motion. As of the date of this report, none of the

Customers has advised the Receiver that it objects to the Transaction.

A copy of the Purchaser's offer is attached as Appendix "C".

3,2 Recommendation Re: Sale of the Milton Property

The Receiver recommends that the Court issue an order approving the Transaction and

vesting title in the Purchaser for the following reasons:

a The Milton Property has been exposed to the market by professional real
estate firms since June, 2oog. Conventional methods for selling real estate
have been utilized;

1 The Customers funded approximateþ $ro.r million to the Company on an unsecured basis during the
CCAA proceedings to fund various payments that were made to the Company's employees under union
settlement agreements approved by the Court on April g, 2oo9. As a group, the Customers are the
largest unsecured creditors.
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CBRE, which is familiar with the local real estate market and the specific
attributes of the Milton Property, has advised the Receiver that, based on
their knowledge and on feedback received from other parties which have

toured the Milton Property, it is unlikely that a better offer would be
presented for the Milton Property in the near term or at all;

The Purchaser's offer is the highest and best received and is now conditional
only upon Court approval;

In CBRE's view, the purchase price represents the current market value for
this property given a) that it is being sold in a receivership without
repreientations and warranties, b) there are known environmental issues

with the property and c) the current market conditions for similar
commerciai reãt eitate - there have not been many comparable commercial
real estate transactions in the Greater Toronto Area West market since

January, zoro2; and

Ongoing costs associated with maintaining the Milton_Property would be
eliminaied - these total approximately $35,ooo per month.

4. BOOKS AND RECORDS

The majority of the Company's books and records are presentþ being stored at the Milton

property. There are approximateþ r4oo boxes at the Milton Property and a further r4z

boxes being stored by PricewaterhouseCoopers Inc., the administrator of the Company's

pension plans appointed by Financial Services Commission of Ontario.

The Receiver is seeking this Honourable Court's approval to dispose of +8S boxes ("Boxes"),

containing the Company's books and records related to the period prior to January L, 2oo4

and certain other books and records related to the period after January L,2oo4.

Pursuant to paragraph 6 of the Office of the Superintendent of Bankruptcy's Directive 17, it

is recommended that a trustee3 retain up to two years of books and records of a bankrupt in

order to futfill its obligation to make any return that the bankrupt was required to make to

2 Excludes the sale of the Brampton Property which closed on April 30' 2o1o'
3 pursuant to an order of the Court made on April 29, zoto,the Receiver is authorized to assign the Company

into bankruptcy and to act as trustee in the bankruptry proceedings.



Page 7

one year prior to the commencement of the calendar year of the bankruptcy. ParagraphZ(2.)

of the directive goes on to say that a trustee should extend the retention period of documents

where other statutes (including T}re Income TaxAct ("ITA")) require that documents be kept

for a longer time period.

Pursuant to the rules of the ITAa, a company is required to retain books and records related

to the determination of taxes payable for a period that is six years from the end of the last

taxation year to which the books and records relate. The last tax returns filed for the

Company were for the zooS tax year.

The books and records that the Receiver is seeking to dispose of are not required for the

administration of the receivership, will not be required for the administration of the

bankruptcy estates and are not required to be retained pursuant to the rules of the ITA.

Accordingly, the Receiver is seeking to dispose of the Boxes to reduce the storage and

destruction costs related thereto. As discussed in Section 3 above, subject to this

Honourable Court's approval, the Transaction is scheduled to close on August 25, 2oLoi

accordingly, all of the boxes must be removed from the Milton Properly prior to that date. A

list of the information contained in the Boxes is provided in Appendix "D".

On August L2,2oto, the Receiver contacted Lang Michener LLP, counsel to the Company's

former directors and advised that it did not have an interest in continuing to store the Boxes

and that it would release the Boxes to former directors, at their request. As of the date of

this Report the Receiver is awaiting a response from the former directors.

a The rules of the fIA related to storage of books and records are consistent with the rules set out in the Excise

Tax Act, the Employment Insurance Act and the Canada Pension Plan Act'
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Since the records contained in the Boxes are not required pursuant to the rules of the ITA,

nor for administering the receivership or for administering the bankruptcy estates, the

Receiver is seeking authorization from this Honourable Court to dispose of the Boxes in an

appropriate manner (by shredding and/or recycling) if the former directors do not take

possession of them,

5. OVERVIEW OF THE RECEIVER'S ACTIVITIES

In addition to the activities detailed above and related to the above, since the date of the

Second Report, the Receiver's activities have included:

Negotiating the Transaction and the agreement of purchase and sale for the
sale of the Milton Properby;

Corresponding with CBRE regarding various matters concerning the
marketing of the Company's real estate;

Corresponding with Golder Associates Ltd. ("Golder") regarding a

supplemental phase II environmental audit of the Milton Property;

Reviewing environmental reports prepared by Golder;

Dealing with other matters pertaining to the maintenance of the Milton and
Brampton Properties;

Dealing with closing matters related to the completion of the sale transaction
for the Brampton Property;

Drafting and finalizing the second interim repor! of the Receiver prepared
pursuant to subsection 246(z) of the Bankruptcy and Insoluency Act;

Disbursing funds to the Company's secured creditors pursuant to the terms of
the Court order made on June 7,2o7o;

Disbursing funds from the post-receivership bank accounts in satisfaction of
obligations incurred during the receivership period;

Dealing with employee claims under the Wage Earner Protection Program
Act;

Responding to creditors and former employees regarding these proceedings;

a

a

a

a

a

o

a

a

a

a
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Corresponding with the Receiver's counsel to deal with various matters in
respect of this mandate;

Placing on its website copies of materials filed in these proceedings;

Drafting this Report; and

Other matters pertaining to the administration of this mandate.

6. RECOMMENDATION

Based on the foregoing, the Receiver respectfully recommends that this Honourable Court

make an order granting the relief detailed in Section 1.1(b) of this Report'

o

a

a

a

***

which is submitted,
il/

Lfrr /u('
RSM RICHTER INC.
IN ITS CAPACITYAS COURT-APPOINTED
RECETVEROF NMC CANADA, rNC.,
z5r5o8o NOVA SCOTIA COMPANYAND SKD COMPANY
AI\[D NOT IN ITS PERSONAL CAPACITY
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